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Preface

The President's Committee on Urban Housing issued its report

"A Decent Home" in the Fall of this year. This volume of technical studies

(Volume 1) and the accompanying Volume II contain several papers prepared

for the Committee. Included in this volume are materials on housing needs

Preface

and federal housing programs; Volume II includes some studies on housing

costs, production efficiency, finance, manpower and land.

The Committee has chosen to publish here studies of general interest

and value as source material; not all studies commissioned and reviewed

by the Committee are included in these volumes. We do not necessarily

endorse the positions taken in the papers printed here, but have concluded

they should be made available to the public.

The Committee is indebted to its Staff, consultants, advisers and

associated agencies who have made these volumes possible.

Edgar F. Kaiser

Chairman
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Preface
This report documents a six months' study of housing needs performed by members of the professiona l staff of TEMPO unde r contract to the President's Committee on Urban H omi ng. Principal
contributors include Michael Forster, H . William Grinnell. M . H . Bensky, Carol Curiel, Lee Fanner,
David Fields, a nd Dale H ekhuis. Special acknowledgment is made to Professor Wallace Smith of the
School of Business, Uni versity of Californ ia at Berkeley, who provided invaluable consulting assistance. TE~I PO also is indebted to H oward Moskof. Sol Ackemlan , and Anita ~Ianin Zimmerman of
the Committee Staff for their careful reading and helpful criticisms of numerous drafu.
Summary of Findings

POlwlation Crowth nnd Hou.ehold Formation , 1968-78
The total United States population will increase from 201.8 million in
Net population increase
1968 LO 235.2 million in 1978.
of 33.4 million
The nonwhite popula tion will increase 25 percent during the next deGtde
Nonwhite popula tion
in comparison with a white population in crease of 15 percent.
to increase 25 percem
By 1978 the white population of central cities will decline about I milCemral ci ty nonwhite
lion . The nonwhite population will increase more than 5 million. and
population increase of
will account for 30 percen t of total centra l cities' popu lation compared
5 million
to slightly over 20 percent cu rrently.
Net household formati on in the U nited States during the 1968 to 1978
Net household
period
will total 13.4 million. Of these, 11.5 million will have white and
formation of 13.4
mi llion ; 10.6 million
1. 9 million nonwhite headship. o r the 13.4 mill ion, 10.6 will be located
in metropolitan areas.
in metropolitan areas
Current HOI,,;n g In ventory Condition
Of the total 66 million housing units currently in in\'entory, approxi·
6.7 million
mately 6.7 million are occupied substa ndard uniu.
substandard un its
T hese substandard units consin of 4 million that are not dilapidated
4 million ND IPs;
2.7 million DlLAPs
but h ave inadequa te plumbing (ND IP) a nd 2.7 million that are dilapi.
dated (DILAP).
The total number of vacant units is about 6 million of which slightl),
2 million
less than 2 mill ion are sta ndard uniu available for occupancy. Thh
ava ilable vacancies
represenu a n available vacancy rate of about 3 percent. the lowest since
1958.

Occul,ancy Chnrflcleri,tic,
6.1 million
Of the 53 million households in 1960, 11.5 percent. or 6.1 million. had
households occu py
more than one person per room. O f the white households, 9.7 percent
overcrowded units
were overcrowded whereas 28.3 percent of the nonwhite households were
occupy ing crowded units.
In 1960 nonwhite households had to earn a pproxi mately one-third more
Nonwhites require y,
a nnual income, irrespective of household size, to assure sta ndard housing.
more income for
standard housing

Non-EDccti fJe Demand Hou .enold., 1978
Based on the allocation of 20 percent of income for re nt or rent eq ui\'ale nt, U_S. non-effective demand households, i.e.• tho~ households unable
to afford standard housi ng, are forecast to be 7.5 million in 1978. This
compares with 8.3 million in 1960 and an estimated 7.8 million in 1968

7.5 millio n
in 1978
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5.3 million will be

white; 2.2 million

will be nonwhite

4.5 million will be

in metropolitan

areas

1 million nonwhite

in central cities

Small households

account for 70

percent of white

but only 43 percent

of nonwhite

non-effective demand

Elderly represent half

of white but only about

one-fourth of nonwhite

noneffective demand

Although only 11 percent of total United States households in 1978 are

5.3 million will be
white; 2.2 million
will be nonwhite
4.5 million will be
in metropolitan
areas
I million nonwhite
in central cities
Small households
account for 70
percent of white
but only 43 percent
of nonwhite
non-effective demand
Elderly represent half
of white but only about
one-fourth of nonwhite
noneffective demand

Although only 11 percent of total United States households in 1978 are
forecast to be nonwhite, 30 percent or 2.2 million of the estimated 1978
non-effective demand households will be nonwhite.
Of the estimated 7.5 million non-effective demand households, 60 percent
or 4.5 million will be located inside SMSAs.
Approximately 1 million non-effective demand nonwhite households, or
about one-half of all such households, will be located in central cities.
Inside Sl\JSAs, one- or two-person white households will account for 70
percent of all non-effective demand white households. Among nonwhite
households non-effective demand is not as limited to small households,
since one- or two-person households account for only 43 percent of noneffective demand among nonwhite households inside SMSAs.
Nearly half of the non-effective demand white households inside SMSAs
will have headship 65 years of age or older. Only 27 percent of the noneffective demand nonwhite households inside SMSAs will have age of
head 65 years of age or older.

forecast to be nonwhite, 30 percent or 2.2 million of the estimated 1978

non-effective demand households will be nonwhite.

Of the estimated 7.5 million non-effective demand households, 60 percent

or 4.5 million will be located inside SMSAs.

Approximately 1 million non-effective demand nonwhite households, or

about one-half of all such households, will be located in central cities.

Inside SMSAs, one- or two-person white households will account for 70

percent of all non-effective demand white households. Among nonwhite

households non-effective demand is not as limited to small households,

since one- or two-person households account for only 43 percent of non-

effective demand among nonwhite households inside SMSAs.

Nearly half of the non-effective demand white households inside SMSAs

will have headship 65 years of age or older. Only 27 percent of the non-

effective demand nonwhite households inside SMSAs will have age of

head 65 years of age or older.

Housing Construction Needs, 1968-78

27 million

units needed

13.4 million for

new households

Housing Construction Needs, 1968-78
27 million
During the ten-year period, 1968 to 1978, housing construction needs
units needed
will approximate 27 million units, including 17.4 million in metropolitan areas. These needs (in millions of units) include:
U.S. Metropolitan
13.4 million for
Units for new households
13.4
10.6
new households
8.7 million
Replacement or rehabilitation of substandard units
8.7
3.5
substandard to be
Replacement of standard removals
3.0
2.1
replaced or rehabilitated
17.4 million in
Allowance for vacancies
1.6
1.2
metropoli tan areas
Total
26.7
17.4

8.7 million

substandard to be

replaced or re-

habilitated

17.4 million in

metropolitan areas

During the ten-year period, 1968 to 1978, housing construction needs

will approximate 27 million units, including 17.4 million in metropoli-

tan areas. These needs (in millions of units) include:

U.S. Metropolitan

Units for new households 13.4 10.6

Replacement or rehabilitation of substandard units

Replacement of standard removals

Allowance for vacancies

Total

8.7

10

1.6

26.7

3.5

2.1

1.2

17.4

Dig ize by

Original from
UNIVERSITY OF MINNESOTA

7

I. Introduction
On June 2, 1967, the President's Committee on
Urban Housing was formed with the following
assignment:
I. Introduction

On June 2, 1967, the President's Committee on

Urban Housing was formed with the following

assignment:

. . . to find a way to harness the productive

power of Americaâwhich has proved it can

master space and create unmatched abundance

in the market placeâto the most pressing un-

fulfilled need of our society. The need is to

provide the basic necessities of a decent home

and healthy surroundings for every American

family now imprisoned in the squalor of the

... to find a way to harness the productive
power of America-which has proved it can
master space and create unmatched abundance
in the market place-to the most pressing unfulfilled need of our society. The need is to
provide the basic necessities of a decent home
and healthy surroundings for every American
family now imprisoned in the squalor of the
slums.

slums.

In order to carry out its mission, the Commit-

tee required the best possible quantitative assess-

ment of current and projected housing condi-

tions. TEMPO was asked to project from the

present to 1978 the number of households and

their location, income, race, family size, and age

characteristics in order to determine the nature

and composition of demand for housing, and

particularly to pinpoint those categories of house-

holds which are likely to require some form of

government assistance. In addition, and equally

important, it was desirable to ascertain the loca-

tion and condition of the current stock of hous-

ing and to evolve it through time, taking into

account aging, removals, and deterioration as

well as modernization and repairs. Total housing

needs between the base year and any given future

year then could be viewed as the sum of the

remaining occupied units in substandard condi-

tion, the units removed from the inventory, net

households formed, and a suitable allowance for

changes in vacancy patterns.

It is recognized that housing needs, as denned

above, may be met through various combinations

of alternative approaches including new con-

struction, special programs for upgrading sub-

standard units, mobile homes, and remodeling

portions of the existing standard stock into a

In order to carry out its mission, the Committee required the best possible quantitative assessment of current and projected housing conditions. TEMPO was asked to project from the
present to 1978 the number of households and
their location, income, race, family size, and age
characteristics in order to determine the nature
and composition of demand for housing, and
particularly to pinpoint those categories of households which are likely to require some form of
government assistance. In addition, and equally
important, it was desirable to ascertain the location and condition of the current stock of housing and to evolve it through time, taking into
account aging, removals, and deterioration as
well as modernization and repairs. Total housing
needs between the base year and any given future
year then could be viewed as the sum of the
remaining occupied units in substandard condition, the units removed from the inventory, net
households formed, and a suitable allowance for
changes in vacancy patterns.

larger number of units. Income and monetary

conditions, consumer preference, government

policy, and many other factors will determine

just what mix of these choices actually will occur.

We touch on these points in order to clarify the

extent of our analysis of housing needs. The

assessment of what manner of government action

will best assist the private sector in meeting these

needs is, of course, the purview of the President's

Committee.

The report relies extensively on the 1960 Cen-

sus since it provides the most recent comprehen-

sive source of data on housing, population, and

households. These Census data are grouped pri-

marily by Standard Metropolitan Statistical

Areas (SMSAs) which are convenient and useful

units for reporting and analysis. Households and

housing located within SMSAs are, of course, of

greatest concern to an analysis of urban housing

needs since the bulk of the urban population is

located within these areas.

It is recognized that housing needs, as defined

above, may be met through various combinations
of alternative approaches including new construction, special programs for upgrading substandard units, mobile homes, and remodeling
portions of the existing standard stock into a
larger number of units. Income and monetary
conditions, consumer preference, government
policy, and many other factors will determine
just what mix of these choices actually will occur.
We touch on these points in order to clarify the
extent of our analysis of housing needs. The
assessment of what manner of government action
will best assist the private sector in meeting these
needs is, of course, the purview of the President's
Committee.

The report is concerned with the principal

The report relies extensively on the 1960 Census since it provides the most recent comprehensive source of data on housing, population, and
households. These Census data are grouped primarily by Standard Metropolitan Statistical
Areas (SMSAs) which are convenient and useful
units for reporting and analysis. Households and
housing located within SMSAs are, of course, of
greatest concern to an analysis of urban housing
needs since the bulk of the urban popUlation is
located within these areas.
The report is concerned with the principal
findings and with the underlying methodology
or analytical approach. The report consists of
four sections in addition to the Introduction
and two appendices. It begins with an overview
of housing and household characteristics including a summary of substandard housing conditions and a projection of population and household growth. Section III reports an analysis of
household ability-to-pay for standard housing
and estimates the income minimums required to
afford standard housing. On the basis of these
income criteria, Section IV projects the number
of non-effective demand households in 1978, i.e.,
those households unable to afford standard housing. These households are described by race, income, size, and age of head. Section V projects national housing construction needs, taking into
account construction of housing units for new
household formation and the replacement or rehabilitation of substandard units. Finally, Appendix A presents the methodology employed for
making household projections. Appendix B provides a glossary of terms.
It should be pointed out that the report deliberately separates the task of identifying the
number and characteristics of noneffective demand households (dealt with in Sections III and
IV) from the task of estimating housing construction requirements (dealt with in Section V). This
approach was adopted not only because the problems are substantively distinct but also to help
dispel an apparently widespread view that the
problem of housing lower income groups in the
United States is simply one of physically removing and replacing substandard units. Thus, the
report cannot emphasize too strongly that the
problem of housing is not simply one of logistics,
i.e., constructing standard units. Rather, it is a
problem of providing standard units at prices all
households can afford.

findings and with the underlying methodology

or analytical approach. The report consists of

four sections in addition to the Introduction

and two appendices. It begins with an overview

of housing and household characteristics includ-

ing a summary of substandard housing condi-

tions and a projection of population and house-
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which should have been so classified were classified, nevertheless, as substandard because of deficient plumbing. Lack of separate plumbing is
therefore to some extent a proxy for poor structural condition.
A summary of 1960 housing characteristics for
the United States and for individual census divisions is presented in Tables 1 and 2. Table 1
shows the number and location of occupied
standard and substandard units. The identical
information for vacant units is presented in
Table 2. Of the total 53 million occupied units
in 1960, 34 million were inside Standard Metropolitan Statistical Areas, while 19 million were
outside. Three million of the former units (9.5
percent) and 5 million of the latter units (27.7
percent) were classed as substandard-making a
total of 8 million (15.9 percent of all units) substandard.

D. Overview of Housing and

II. Overview of Housing and

Household Characteristics

This section summarizes United States housing

and household* characteristics which are of im-

portance for understanding housing needs. These

data are based primarily on the 1960 Census

since it is the most recent comprehensive source

of statistics on housing and population distribu-

tions for the nation and its regions, divisions,

and localities. These statistics, combined and re-

organized to suit our particular needs and extrap-

olated to 1968, provide the necessary assessment

of the current situation against which trends and

Household Characteristics
This section summarizes United States housing
and household- characteristics which are of importance for understanding housing needs. These
data are based primarily on the 1960 Census
since it is the most recent comprehensive source
of statistics on housing and populat.ion distributions for the nation and its regions, divisions,
and localities. These statistics, combined and reorganized to suit our particular needs and extrapolated to 1968, provide the necessary assessment
of the current situation against which trends and
projections are developed.

projections are developed.

Housing Characteristics

Substandard Housing

By definition, "substandard" housing includes

both dwelling units which are dilapidated and

those which are not dilapidated but lack sepa-

rate sanitary facilities. This definition is con-

venient and in wide use, but it does present some

problems for meaningful interpretation of hous-

ing trends and needs.

It has been determined in a study published by

the Bureau of the Census (Reference 2), for

example, that the number of dilapidated units

was undercounted in 1960. Many of the units

*"Household" and "housing unit" are used in this re-

port as defined in the Housing Census. A household is a

person or group of persons occupying a separate housing

unit. For definitions see Glossary, Appendix B.

which should have been so classified were classi-

Hou.ing Characteri.tic.
Substandard Housing
By definition, "substandard" housing includes
both dwelling units which are dilapidated and
those which are not dilapidated but lack separate sanitary facilities. This definition is convenient and in wide use, but it does present some
problems for meaningful interpretation of housing trends and needs.
It has been determined in a study published by
the Bureau of the Census (Reference 2), for
example, that the number of dilapidated units
was undercounted in 1960. Many of the units

The number of substandard units is further
classified into those units which should be repaired and those which should be replaced.
These factors have been approximated by considering dilapidated units as candidates for
demolition and units as repairable that are not
dilapidated but possess inadequate plumbing
(NDIP). Actually, the question of whether a
particular substandard unit should be repaired
or razed and replaced either in the same or an
alternate location is an extremely complicated
social and economic issue which was not examined in depth in the course of this work. How-

fied, nevertheless, as substandard because of de-

ficient plumbing. Lack of separate plumbing is

therefore to some extent a proxy for poor struc-

tural condition.

A summary of 1960 housing characteristics for

·"Household" and "housing unit" are used in this report as defined in the Housing Census. A household is a
person or group of persons occupying a separate housing
unit. For definitions see Glossary. Appendix B.

the United States and for individual census divi-

sions is presented in Tables 1 and 2. Table 1

TABLE 1.

Characteristics of Occupied Housing Units, U.S. Total by Census Division-1960

shows the number and location of occupied

INSIDE SMSAs

standard and substandard units. The identical

information for vacant units is presented in

Table 2. Of the total 53 million occupied units

New
England

Middle
Atlantic

East No. West No. South
Central Central Atlantic

91.3

92.2

91.0

East So.
Central

West So.
Central Mountain Pacific

80.1

86.3

in 1960, 34 million were inside Standard Metro-

politan Statistical Areas, while 19 million were

outside. Three million of the former units (9.5

percent) and 5 million of the latter units (27.7

percent) were classed as substandardâmaking a

Percent Standard
Percent Repair
Percent Replace
Percent
Substandard

6.8
1.9

5.4
2.4

6.6
2.4

87.8

9.3
2.9

87.4

12.2

8.7

7.8

9.0

2,217

8,597

7,192

8.5
4.1

12.6

13.6
6.3

8.7
5.0

13.7

19.9

91.8

5.4
2.8

8.2

94.6

3.4
2.0

5.4

U.S.
Total
90.5

6.6
2.9

9.5

total of 8 million (15.9 percent of all units) sub-

standard.

TOTAL (1,000)

2,033

3,798

1,226

2,632

980

5,323

34,000

OUTSIDE SMSAs

The number of substandard units is further

classified into those units which should be re-

paired and those which should be replaced.

These factors have been approximated by con-

sidering dilapidated units as candidates for

demolition and units as repairable that are not

Percent Standard
Percent Repair
Percent Replace
Percent
Substandard

84.4

86.5
11.9
3.7

15.6

79.8
9.6
3.9

13.5

74.2
16.2
4.0

20.2

61.2
21.9
3.9

28.7
10.1

38.8

25.8

50.3

37.8
11.9

49.7

65.6

82.7
24.3
10.1

34.4

12.4
4.9

17.3

88.7

6.2
5.1

11.3

72.3

20.9
6.8

27.7

dilapidated but possess inadequate plumbing

(NDIP). Actually, the question of whether a

TOTAL (1,000)

899

1,809

3,519

2,635

3,468

2,081

2,296

995

1,322

19,024

TOTAL

particular substandard unit should be repaired

or razed and replaced either in the same or an

alternate location is an extremely complicated

social and economic issue which was not exam-

Percent Standard
Percent
Substandard

89.4

91.3

87.4

80.2

74.9

61.4

76.7

87.3

93.5

84.1

10.6

8.7

12.6

19.8

25.1

38.6

23.3

12.7

6.5

15.9

6,645

53,024

ined in depth in the course of this work. How-

TABLE 1. Characterist

TOTAL (1,000)

3,116

10,406

10,711

7,267

4,668

ics of Occupied Ho

using Uni

its, U.S. Total by Census Divisionâ1960

INSIDE SMSAs

New
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ever, if we accept as valid the definition of sub-

standard housing, then it appears that in 1960

the number of repairable units was substantially

larger than the candidates for demolition.

Table 1 also shows the considerable regional

differences in housing conditions. In the East

South Central Division, for example, we find 20

percent substandard inside SMSAs, and slightly

fewer than half substandard outside. By contrast,

in the Pacific Division the percent substandard

is lower than the U.S. average (5.4 percent inside

SMSAs and 11.3 percent outside), while the num-

ber of units that are candidates for demolition

in proportion to the total substandard is higher

than the national average, particularly outside

SMSAs. Almost half of the Pacific Division sub-

molished, while the national average for the same
figure is one-fourth.

ever, if we accept as valid the definition of substandard housing, then it appears that in 1960
the number of repairable units was substantially
larger than the candidates for demolition.
Table 1 also shows the considerable regional
differences in housing conditions. In the East
South Central Division, for example, we find 20
percent substandard inside SMSAs, and slightly
fewer than half substandard outside. By contrast,
in the Pacific Division the percent substandard
is lower than the U.S. average (5.4 percent inside
SMSAs and 11.3 percent outside), while the number of units that are candidates for demolition
in proportion to the total substandard is higher
than the national average, particularly outside
SMSAs. Almost half of the Pacific Division substandard housing outside SMSAs should be de-

Crowding
In addition to those residing in substandard
units, those living in overcrowded standard units
are also inadequately housed. Assuming that
more than one person per room represents an
overcrowded condition, the crowding situation
in 1960 is reflected in Table 3. We observe that
40 percent of nonwhite households outside SMSAs
live in crowded substandard units, while the
equivalent figure for white households inside
SMSAs is 20 percent. As the data show, there
are 3.35 million white and 0.61 million nonwhite.
or a total of about four million households, that
live in crowded conditions in standard units.

standard housing outside SMSAs should be de-

molished, while the national average for the same

figure is one-fourth.

TABLE

2.

Characteristics of Available Vacant Housing Units, U.S. Total by Census Division-1960
INSIDE SMSAs

Crowding

In addition to those residing in substandard

New
England

Middle
Atlantic

East No.
Central

Percent Standard
Percent
Substandard

75.4

84.6

8.13

24.6

15.4

TOTAL (1,000)

66

units, those living in overcrowded standard units

West No.
Central

South
Atlantic

East So.
Central

West So.
Central

Mountain Pacific

U.S.
Total

74.5

89.1

81.8

86.5

87.0

88.4

84.6

25.5

10.9

18.2

13.5

13.0

11.6

15.4

are also inadequately housed. Assuming that

more than one person per room represents an

overcrowded condition, the crowding situation

in 1960 is reflected in Table 3. We observe that

40 percent of nonwhite households outside SMSAs

200

18.7
250

73

187

50

158

45

273

1,301

live in crowded substandard units, while the

OUTSIDE SMSAs

equivalent figure for white households inside

SMSAs is 20 percent. As the data show, there

are 3.35 million white and 0.61 million nonwhite.

or a total of about four million households, that

live in crowded conditions in standard units.

Percent Standard
Percent
Substandard

76.0

79.6

69.1

62.5

69.4

62.0

74.2

76.7

84.9

72.1

24.0

20.4

30.9

37.5

30.6

38.0

25.8

23.3

15.1

27.9

TOTAL (1,000)

30

51

91

64

48

84

44

61

115

588

TABLE 2. Characteristics of Available Vacant Housing Units, U.S. Total by Census Divisionâ1960

TOTAL

INSIDE SMSAs

New

England

Middle

Atlantic

Percent Standard
Percent
Substandard

76.1

83.7

78.1

68.7

81.5

72.5

82.3

82.1

87.8

SO.8

23.9

16.3

21.9

31.3

18.5

27.5

17.7

17.9

12.2

19.2

TOTAL (1,000)

96

251

341

302

137

242

98

89

334

1,889

East No

Central

West No.

TABLE

3.

Number of U.S. Overcrowded Households-1960
INSIDE SMSAs

Central

South

Central

Central

Number Crowded (1,000)
Percent
Number Uncrowd~d (1,000)

2,223
8
26,061

Total

28,284

Standard

Substandard

438
20
1,791

535
21
1,969

325
33
657

3,521
10
30,478

2,229

2,504

982

33,999

Substandard

Standard

East So.

West So.

NON-WHITE

WHITE

Atlantic

Mountain

i Pacific

OUTSIDE SMSAs

U.S.

Total

Percent Standard

75.4

Number Crowded (1,000)
Percent
Number Uncrowd~d (1,000)

1,124
8
12,261

871
22
3,109

75
20
301

522
40
760

2,592
14
16,431

Total

13,385

3,980

376

1,282

19,023

24.6

84.6

ALL HOUSEHOLDS

15.4

8.13

18.7

74.5

Number Crowded (1,000)
Percent
Number Uncrowded (1,000)

3,347
8
38,322

1,309
21
4,900

610
21
2,270

847
37
1,417

6,113
12
46,909

Total

41,669

6,209

2,880

2,264

53,022

25.5

89.1

10.9

81.8

18.2

86.5

13.5

87.0

13.0
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•

Occupancy of Substandard Housing

Table 4 shows the percentage distribution of

households in standard and substandard housing

by income and by family size. The data are given

for the United States as a whole and further sub-

divided into white-nonwhite and inside-outside

SMSA classifications.

It is evident from an examination of the table

that lower income nonwhites living outside

SMSAs account for the highest proportion of

substandard occupancy. Note that for the popu-

substandard occupancy percentage four times
larger than whites (28 percent versus 7 percent);
for nonwhites living outside SMSAs, 77 percent
occupy substandard housing. The data also show
that for any given income group a substantially
higher proportion of nonwhites live in substandard housing.

Occupancy oj Sub.tandard Hou.ing
Table 4 shows the percentage distribution of
households in standard and substandard housing
by income and by family size. The data are given
for the United States as a whole and further subdivided into white-nonwhite and inside-outside
SMSA classifications.
It is evident from an examination of the table
that lower income nonwhites living outside
SMSAs account for the highest proportion of
substandard occupancy. Note that for the population residing inside SMSAs, nonwhites have a

The distribution of households by family size
also is shown in Table 4. Note the relatively
large number of one-person households classed
as substandard. As indicated below, the elderly
comprise a substantial portion of this group.

lation residing inside SMSAs, nonwhites have a

substandard occupancy percentage four times

larger than whites (28 percent versus 7 percent);

TABLE 4. Percent of White and Nonwhite Households by Income and Size Occupying Standard and
Substandard Housing, Inside and Outside SMSAs-1960

for nonwhites living outside SMSAs, 77 percent

occupy substandard housing. The data also show

Household
Characteristics

that for any given income group a substantially

Standard

INSIDE SMSAs
White
Nonwhite
Substandard Standard Substandard

Standard

OUSIDE SMSAs
White
Nonwhite
Substandard Standard Substandard

higher proportion of nonwhites live in substand-

ard housing.

The distribution of households by family size

also is shown in Table 4. Note the relatively

large number of one-person households classed

as substandard. As indicated below, the elderly

comprise a substantial portion of this group.

Household

Characteristics

Standi

ANNUAL

lNCOME

($ thousand)

under 2.0

79

2.0-2.9

ANNUAL
INCOME
($ thousand)
under 2.0
2.0 - 2.9
3.0 - 3.9
4.0 - 4.9
5.0 - 5.9
6.0 - 6.9
7.0 - 9.9
over 10.0
All Incomes
SIZE
(No. of persons)
1
2
3
4

5

85

3.0-3.9

88

4.0 - 4.9

92

6 or more
All Sizes

79
85
88
92
94
96
98
99
93

21
15
12
9
6
4
2
1
7

55
65
72
79
84
87
91
94
72

45
35
28
21
16
14
9
7
28

55
67
75
82
87
91
93
96

80
94
95
96
95
91
93

20
6
5
4
5
9
7

53
73
78
80
79
71
72

47
27
22
20
21
29
28

65
80
81
61
80
67

77

77

45
33
25
18
13
10
7
4
23

13
24
35
51
57
64
70
23

35
20
19
39
20
33
23

17
27
29
29
26
15
23

87
77
65
56
49
43
36
31

44

77

83
73
71
71
74
85

77

Source: Reference 1.
Note: Income is for the calendar year 1959. and is limited to that received by the primary family or primary individual.

5.0-5.9

94

6.0-6.9

TABLE 5. Percentage Distribution of Condition for Owner and Renter Occupied Housing Units by Age
of Household Head, Inside and Outside SMSAs-1960

96

7.0 - 9.9

Condition of
Housing and
Tenure of
Occupant

98

over 10.0

Total
Units
(millions)

Inside SMSAs
Age of Head
Under
65 Yrs.
65 Yrs.
& Over
(percent)
(percent)

Total
Units
(millions)

Outside SMSAs
Age of Head
Under
65 Yrs.
65 Yrs.
& Over
(percent)
(percent)

99

All lncomes

93

SlZE

(No. of persons)

Standard
Owner-occupied
Renter-occupied

19.1
11.7

83.8
86.4

16.2
13.6

10.0
3.8

78.7
89.0

21.3
11.0

Total

30.8

84.8

15.2

13.8

81.6

18.4

.6
1.6
2.2

69.3
80.0
76.9

30.7
20.1
23.1

2.3
1.7
4.0

69.3
81.2
74.4

30.7
18.8
25.6

.3
.7
1.0

72.4
84.9
81.2

27.6
15.1
18.8

.5
.8
1.3

68.2
82.1
76.3

31.8
17.9
23.7

3.2

78.2

21.8

5.3

81.6

18.4

34.0

84.2

15.8

19.0

79.7

20.3

1

80

2

94

3

95

4

96

Substandard
NDIP*
Owner-occupied
Renter-occupied
Total NDIP
Dilapidated
Owner-occupied
Renter-occupied
Total Dilapidated

5

95

6 or more

Total
Total All Units

91

All Sizes

Source: Reference 2.
*NDIP-Not dilapidated, inadequate plumbing.

93

55

67

75

82

87

91
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TABLE 6. Population and Household Characteristics of the United States and Percentages of Selected

Classesâ1950, 1960, 1966, 1968, 1978

1950 1960 1966

Population (millions)

Total 151.3 178.5 194.1

White 135.1 158.1 170.8

Nonwhite 16.2 20.4 23.3

Central City

White 45.5 47.5 46.6

Nonwhite 6.3 10.3 12.8

Households (millions)

Total

42.9

White

39.0

TABLE 6. Population and Household Characteristics of the United States and Percentages of Selected Population
Classes-1950, 1960, 1966, 1968, 1978
1950
1960
1966
1968
1978
Population (millions)
Total
151.3
178.5
194.1
201.8
235.2
White
135.1
170.8
158.1
177.3
204.3
Nonwhite
16.2
20.4
23.3
24.5
30.9
Central City
45.5
White
47.5
46.6
46.1
44.9
Nonwhite
6.3
10.3
12.8
13.5
18.8
Households (millions)
53.0
58.9
42.9
Total
60.9
74.3
47.9
53.0
54.8
White
39.0
66.3
5.1
Nonwhite
3.9
5.9
8.0
6.1
Percentages of U.S. Population
Inside SMSA
59
62
64
64
65
White*
56
64
68
Nonwhite**
70
77
Central City
30
34
27
26
22
White*
51
55
55
43
61
Nonwhite**
12
18
22
23
Nonwhite as Percent of Total Central City
30
*Relative to the total United States white p'opulation.
**Relative to the total United States nonwhite population.

Nonwhite

3.9

Percentages of U.S. Population

Inside SMSA

White*

59

Nonwhite**

56

Central City

White*

34

Nonwhite**

43

Nonwhite as Percent of Total Central City

12

*Relative to the total United States white population.

Apart from single-person households, the largest
families have the greatest percentage of substandard housing occupancy.
An additional insight into the question of substandard housing occupancy is gained by comparing the housing conditions of the elderly with
those of the population as a whole. The results
of this calculation are presented in Table 5. The
table shows, for example, that for owner-occupied
units inside SMSAs with inadequate plumbing,
31 percent of the occupants are 65 or older,
whereas for the population as a whole. only 16

"Relative to the total United States nonwhite populati

on.

53.0

47.9

5.1

62

64

30

51

18

58.9

53.0

5.9

64

68

27

55

22

Selected Population

1968

1978

201.8

235.2

177.3

204.3

24.5

30.9

46.1

percent fall into the 65 or over category. The
table makes it clear that the aged are ill-housed
relative to the population as a whole and reprt'sent a special problem group.

Population and Houlehold CharacterilticI
Table 6 shows selected characteristics of the
United States population and households· during the period 1950 to 1978. Note that the central
city white population remains nearly constant
throughout the 1950-78 period while the nonwhite population triples. Thus, the nonwhite
population. as a percentage of total central city
population, increases from 12 percent in 1950 to
an estimated 30 percent in 1978.
If we consider "urban" as equivalent to "inside
SMSA," then it is clear that there is only a relatively modest overall urbanization of whites
during the 1950 to 1978 period, while simultaneously, the nonwhite population experiences a
relatively rapid rate of urbanization.
Net household formation is expected to in-

13.5

44.9

18.8

·See Appendix A for a description of the methodology
used for the houschold projection.
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crease 13.4 million from 1968 to 1978. Of this
total the nonwhite proportion will increase slightly, rising from IO percent in 1968 to about 11
percent by 1978.
Table 7 shows population and urbanization
trends for selected divisions. Two observations
are pertinent. First, in the populated North, the
nonwhite population is already close to complete
urbanization. Second, by contrast, the Southern
population is relatively nonurbanized with no
discernible trend toward increased urbanization.
TABLE 7. Population Characteristics for Selected
Divisions-1960, 1968 and 1978
Divisions
1960
1968
1978
Middle Atlantic
Population (millions)
Total
34.2
37.7
42.6
White
31.3
33.9
37.6
Nonwhite
2.9
3.8
5.0
Percentage inside SMSAs
White*
82
82
85
Nonwhite**
96
97
98
East North Central
Population (millions)
Total
36.2
39.3
44.7
White
33.2
35.6
39.7
Nonwhite
3.0
3.7
5.0
Percentage inside SMSAs
White*
65
68
73
Nonwhite**
94
96
98
East South Central
Population (millions)
Total
12.0
13.2
14.8
White
9.3
10.3
11.4
Nonwhite
2.7
2.9
3.4
Percentage inside SMSAs
White*
38
38
38
Nonwhite**
40
40
40
Pacific
Population (millions)
Total
21.2
26.1
33.4
White
19.3
23.7
30.0
Nonwhite
1.9
2.4
3.4
Percentage inside SMSAs
White*
80
80
83
Nonwhite**
87
91
94
*Relative to total white ~oPulation of division.
**Relative to total nonw ite population of division.
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III. Analysis of Ability to Pay for
Standard Housing

Factor. in Determining A.bility to Pay
III. Analysis of Ability to Pay for

Standard Housing

Factors in Determining Ability to Pay

This section is concerned with the question of

the proportion of income required by different

households to assure that they can pay for stand-

ard housing. The approach taken was to estimate

by household size and age of head income mini-

mums that would result in economic assurance

of standard housing. Households with less than

the minimum incomes thus become candidates

for substandard housing. The term "candidate"

is used because some households with less than

the estimated income minimums actually will be

able to live in standard housing. The analysis is

based on 1960 Census data.

The concept of the approach is illustrated in

Figure 1. This approach necessitates the assump-

THAN

This section is concerned with the question of
the proportion of income required by different
households to assure that they can pay for standard housing. The approach taken was to estimate
by household size and age of head income minimums that would result in economic assurance
of standard housing. Households with less than
the minimum incomes thus become candidates
for substandard housing. The term "candidate"
is used because some households with less than
the estimated income minimums actually will be
able to live in standard housing. The analysis is
based on 1960 Census data.
The concept of the approach is illustrated in
Figure I. This approach necessitates the assump-
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holds with incomes less than these minimums
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Separation of Effective and. Non-Effective

that will be unable to live in standard housing.

The question of what proportion of income

should be allotted to housing is complex. Though

an analysis of what people in different income

groups customarily pay can help us, ultimately,

the answer is subjective. The overall average of

housing expenditures to income for American

families is about 15 percent, as the terms are

most commonly understood. This is markedly

higher than the corresponding ratio in many

parts of the world, which suggests that Americans

attach great importance to housing of high and

improving quality. There is substantial disagree-

ment, however, among housing economists (and

others) a.s to whether this ratio is high enough

or too high. There is even more disagreement

concerning the proper differentials among rent-

income ratios for various types of households.

For example, some feel that it is proper to ex-

pect that low-income households will spend a

higher share of income on housing than will

higher-income households, that large families

will spend proportionately more (or less) than

small families, that eldery people will spend a

larger fraction than younger people, that non-

tion that low income households should allot to
housing a maximum proportion of income in
order to establish distributiom, of rent paying
ability. Comparisons of these distributions with
the distribution of rents for standard housing
(or equivalent rents for owner-occupied housing)
then allow estimates to be made of the income
minimums as well as the proportion of households with incomes less than these minimums
that will be unable to live in standard housing.
The question of what proportion of income
should be allotted to housing is complex. Though
an analysis of what people in different income
groups customarily pay can help us, ultimately,
the answer is subjective. The overall average of
housing expenditures to income for American
families is about 15 percent, as the terms are
most commonly understood. This is markedly

whites will spend a smaller (or larger) fraction

than whites, and so on. Arguments along this

line have generated much discussion without

producing any apparent resolution. We therefore

have treated the proportion of income to be

allotted to housing as a study parameter.
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higher than the corresponding ratio in many
parts of the world, which suggests that Americans
attach great~ importance to housing of high and
improving quality. There is substantial disagreement, however, among housing economists (and
others) a.s to whether this ratio is high enough
or too high. There is even more disagreement
concerning the proper differentials among rentincome ratios for various types of households.
For ('!xample, some feel that it is proper to expect that low-income households will spend a
higher share of income on housing than will
higher-income households, that large families
will spend proportionately more (or less) than
f,mall families, that eldery people will spend a
larger fraction than younger people, that nonwhites will spend a smaller (or larger) fraction
t?an whites, and so on. Arguments along this
hne have generated much discussion without
producing any apparent resolution. We therefore
have treated the proportion of income to be
allotted to housing as a study parameter.
One of the first difficulties that arises in attempting to define a "normal" or even an "actual"
housing expenditure ratio is deciding what the
cost of housing should include. Property taxes,
for example, generally go to provide nonhousing
services which are nevertheless closely associated
with the residential environment. These are
ordinarily figured as part of renter housing costs
but riot necessarily as part of the homeowner
costs. The issue is compounded by the fact that
some communities rely almost entirely upon
property taxes for fiscal needs, while others make
extensive use of other forms of taxes which are
not associated at all with housing costs. Housing
e~onomists usually consider certain transportation co~ts to be part of the household's housing
expenditures. Data on housing expenditures,
however, usually omit all transportation items.
Thus, census data on housing costs tend to understate the costs of the suburban household relative to the centrally situated household with
lower commuting costs. Another source of confusion is the different treatment given to the cost
of major housing appliances-stoves, refrigerators, washers-by different measures of housing
cost. For a homeowner, for example, these items
mayor may not be included in his mortgage.
The list of such uncertainties about housing
cost is very long. A major distinction which must
be made by any systematic study of housing expenditure/income ratios is that of owners versus
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renters. Data consistently show these ratios to be

lower for owners than for renters, for the simple

reason that many owners have substantial equi-

ties and hence low mortgage payments relative

to the value of their housing or to their income.

If one could impute return on equity /or home-

owners, comparisons could be made more readily.

Detailed studies of housing expenditure pat-

terns have been made (see, for example, Refer-

ence 16). The authors searched for systematic

relationships between housing expenditure/in-

come ratios and such household characteristics

as income, age, family size, and race. The out-

come is that even within the most finely specified

household category there is great variation in this

ratio. Ultimately, the family itself decides how

to allocate its income, and family seem to be

highly individualistic with respect to the share

which goes for housing. Averaging all the house-

holds produces a gross average ratio of about 15

percent, but this average conceals the nearly in-

explicable variations and cannot be said to rep-

resent a social norm any more than average eye

color.*

In this study we used the commonly employed

housing expenditure ratios as well as the income

and housing cost definitions. We can test the

sensitivity of our measures of housing "needs" to

variations in these ratios. But we must regard the

ratios used as convenient assumptions rather

than as value statements which we feel obliged

to defend.

Percent of Income Allotted to Rent by

Different Income Groups in 1960

Figure 2, parts a-d, shows the percentages of

income spent for standard housing by four white

and nonwhite income groups throughout the

renters. Data consistently show the.se ratios to be
lower for owners than for renters, f:or the simple
reason that many owners have substantial equities and hence low mortgage payme.nts relative
to the value of their housing or to their income.
If one could impute return on equity for homeowners, comparisons could be made more readily.
Detailed studies of housing expenditure patterns have been made (see, for example, Reference 16). The authors searched for systematic
relationships between housing expenditur,e/income ratios and such household characteristics
as income, age, family size, and race. The outcome is that even within the most finely specifi,~d
household category there is great variation in thrs
ratio. Ultimately, the family itself decides hoW'
to allocate its income, and family seem to be
highly individualistic with respect to the share
which goes for housing. Averaging all the households produces a gross average ratio of about 15
percent, but this average conceals the nearly inexplicable variations and cannot be said to represent a social norm any more than average eye
color. •
In this study we used the commonly employed
housing expenditure ratios as well as the income
and housing cost definitions. We can test the
sensitivity of our measures of housing "needs" to
variations in these ratios. But we must regard the
ratios used as convenient assumptions rather
than as value statements which we feel obliged
to defend.
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Percent o/lncome Allotted to Rent by
Different Income Groups in 1960

-

1.45 million white households, or about 80 per-

~
cent of the households with incomes of less than

$2,000 per year (Figure 2a), paid an excess of

35 percent of their income for rent in 1960. But

more than 50 percent of the households with

incomes in excess of $10,000 (Figure 2d) paid

less than 10 percent.** The median percentages

*As will be pointed out subsequently, nonwhitcs allo-

cate a higher fraction of their income for standard housing

than do whites.

**See Appendix A, Table A-6, for additional detail.

1400

-Â©

o i000

g 800-

i>00

40N

WHITE

Figure 2, parts a-d, shows the percentages of
income spent for standard housing by four white
and nonwhite income groups throughout the
United States as determined from the 1960 Census. The variation of the rent payment pattern
with income is extreme. By way of example, about
1.45 million white households, or about 80 percent of the households with incomes of less than
$2,000 per year (Fig~re 2a), paid an excess of
35 percent of their income for rent in 1960. But
more than 50 percent of the households with
incomes in excess of $10,000 (Figure 2d) paid
less than 10 percent.·· The median percentages
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of income allocated to rent as a function of in-

come are shown in figure 3. It appears that 20

percent is a normative: allocation for white house-

holds with 1960 incomes in the $4000â$5000

bracket. Table 8 (pag;e 00) shows allocations for

rent ranging from 10 to 25 percent of annual

income. For the purposes of this study, therefore,

the figure 20 percent of gross income ultimately

was adopted as the norm for maximum rent paid

at the low end of the rent scale both to determine

noneffective demand in 1960 and to project non-

effective demand into the future

An additional comment on Figure 3 is war-

ranted. A comparison of the median percentage

of income paid for rent by urban white and non-

white households indicates that nonwhites tend

to allocate less of their household budget to

housing at all income levels than do whites (per-

haps 2i/2 percent to 3 percent less for incomes

under $3000). While the curves might be taken

to indicate a consistent difference in the con-

sumption preferences of white and nonwhite

households, this difference should be interpreted

in the context of available: alternatives for house-

hold spending.

Figure 4 shows the relationship between the

percentage of households occupying standard

housing and the rent paid for housing for metro-

politan white and nonwhite households in the

U. S. in 1960. The housi ng discrimination ex-

perienced by nonwhites in all rent brackets is

evident from this figure. In addition, it will be

noted that the gap between the percentage of

white households and nonwhite households oc-

cupying standard rented housing is largest at low

to moderate rents of $40 to $70 a month. The

gap decreases substantially as rents decrease from

this range, and less substantially as they increase.

Standard Housing Rents in Relation

to Rent Paying Ability

Figures 5 and 6 illustrate typical results for

rent payment ability at 20 percent of income and

rent payments for standard housing for white

and nonwhite metropolitan households as re-

of income allocated to rent as a function of income are shown in Figure 3. It appears that 20
percent is a normative allocation for white households wi th 1960 incomes in the $4000-$5000
bracket. Table 8 (pag:e 00) shows allocations for
rent ranging from 10 to 25 percent of annual
income. For the purposes of this study, therefore,
the figure 20 percent of gross income ultimately
was adopted as th~ norm for maximum rent paid
at the low end of the rt'nt scale both to determine
noneffective demand ir,\ 1960 and to project noneffective demand into the future
An additional comment on Figure 3 is warranted. A comparison of the median percentage
of income paid for rent "by urban white and nonwhite households indica tes that nonwhites tend
to allocate less of thei r household budget to
housing at all income levels than do whites (perhaps 2Y2 percent to 3 percent less for incomes
under $3000). While the curves might be taken
to indicate a consistent difference in the consumption preferences of white and nonwhite
households, this differeno:! should be interpreted
in the context of available alternatives for household spending.
Figure 4 shows the relationship between the
percentage of household; occupying standard
housing and the rent paid for housing for metropolitan white and nonwh ite households in the
U. s. in 1960. The housi"ng discrimination experienced by nonwhites in all rent brackets is
evident from this figure. 1 n addition, it will be
noted that the gap betwe en the percentage of
white households and nonwhite households occupying standard rented h Dusing is largest at low
to moderate rents of $40 to $70 a month. The
gap decreases substantially as rents decrease from
this range, and less substantially as they increase.
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ported in the 1960 Census.* If all renting house-

holds paid 20 percent of their income for rent as

shown by the rent payment ability histogram, a

substantial excess of demand over supply of

Standard Housing Renls in Relation
to Rent Paying A.bility
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standard units at lowex rents would result. The

difference between the number of households
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Figures 5 and 6 illus trate typical results for
rent payment ability at ~!O percent of income and
rent payments for standard housing for white
and nonwhite metropolitan households as reported in the 1960 C~n:;us.· If all ren ting households paid 20 percent of their income for rent as
shown by the rent pay ment ability histogram, a
substantial excess of demand over ~upply of
standard units at lowf:r rents would result. The
difference between the number of households
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·Section IV presents projections for 1978,

*Section IV presents projections for 1978.
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and the number of standard units to the left of

the point at which the histrogram for rent pay-

ment ability and that for rents for standard

housing first cross is taken as the noneffective

demand for renters. The income equivalent of

the rent at the crossover point (called the "criti-

cal income") is the minimum income that gives

economic assurance of standard housing for the

median size household.

The approach taken to determine noneffective

demand for owner-occupied housing was identi-

cal except that an added assumption was re-

quired, namely, that a given percentage of unit

value is the equivalent of rent. This was taken to

be 1 percent but also carried is a computer

program parameter. In this way, it was possible

to estimate noneffective demand for owners in

1960 in the same way as for renters. However,

a problem arises due to the owner-renter di-

chotomy when we turn to projecting noneffective

and the number of standard units to the left of
the point at which the histrogram for rent payment ability and that for rents for standard
housing first cross is taken as the noneffective
demand for renters. The income equivalent of
the rent at the crossover point (called the "critical income") is the minimum income that gives
economic assurance of standard housing for the
median size household.
The approach taken to determine noneffective
demand for owner-occupied housing was identical except that an added assumption was required, namely, that a given percentage of unit
value is the equivalent of rent. This was taken to
be I percent but also carried is a computer
program parameter. In this way, it was possible
to estimate noneffective demand for owners in
1960 in the same way as for renters. However,
a problem arises due to the owner-renter dichotomy when we turn to projecting noneffective
demand. Critical incomes determined for renters
differ from those for owners. In fact, using the
assumption of 20 percent of income for rent and
I percent of unit value for equivalent rent for

owners, the critical incomes estimated for owners
were always less than thos·e for renters. There are
unquestionably many economic complexities in
equating owner and renter income criteria, some
of which were touched u.pon earlier in this section. However, the posi tion adopted here was
that if a household were judged to have inadequate income to assure s.tandard rental housing,
chances were it would be unable to purchase
standard housing as welL·· The following approach was taken, therefore, to estimate future
noneffective demand.
l. The critical income for renters in 1960 was
defined as the minimum income (in 1960
dollars) that wo,uld economically assure
standard housing~. Thus, the median size
household with less than this minimum income is considel:ed a candidate for substandard housing;.
2. The 1960 noneffective demand for owners
and renters, Le., households below the critical income level actually living in substandard units or paying in excess of 20
percent of income for housing, was divided
by the total n'umber of households with
incomes less than the critical income (as
determined in I) to estimate the proportion of candida,te households representing
noneffective demand. Restated as a ratio
we have:

Proportion of
candidate households for substandard housing representing
noneffective demand

Households below critical
income level either living
in substandard housing or
paying in excess of 20 percent of income for housing in 1960
.\11 households below critical income level in 1960

The proportion of intcome allotted to rent was
parameterized between the values of 10 percent
and 25 percent to test tih.e sensitivity of the absolute numbers of housf·holds representing noneffective demand to vaxious proportions of income needed for housing. Table 8 shows the
array of noneffective demand households, households below critical inco me levels, and percentages of households beloH critical income levels
that are unable to find standard housing inside
-It is recognized. of course, that some people-particularly the elderly-possess subslantial equities in a home
though they have little income.

demand. Critical incomes determined for renters

differ from those for owners. In fact, using the

assumption of 20 percent of income for rent and

1 percent of unit value for equivalent rent for

owners, the critical incomes estimated for owners

were always less than those for renters. There are

unquestionably many economic complexities in
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TABLE 8. Number of Households Below Critical Income Levels and Percentages of Them Unable to Find
Standard Housing (inside all SMSAs-1960)
White Head of Household

TABLE 8. Number of Households Below Critical Income Levels and Percentages of Them Unable to Find

Proportion of
Income for
Housing

(1960 $)

Critical
Income

Noneffective
Demand Households (millions)

All Households
Below Critical
Income Levels
(millions)

9600
6545
6000
6000
6000
6000
6000
5650
4000
3790
3600
3430
3275
3130
3000
2880

7.87
8.42
7.65
6.82
6.00
5.98
5.04
4.33
4.54
4.11
3.79
3.39
3.09
2.81
2.56
2.36

22.04
15.36
13.68
13.68
13.68
13.68
13.68
12.51
7.54
7.07
6.79
6.29
5.94
5.62
5.33
5.13

43.7
36.8
34.6
60.2
58.1
55.8
53.9
52.0
50.0
48.0
46.0

2.64
2.47
2.32
2.32
2.32
2.32
2.32
2.32
2.32
2.31
2.24
2.16
2.08
1.99
1.91
1.90

87.5
86.6
85.8
79.7
74.0
68.0
62.2
56.5
51.4
46.3
43.8
42.1
41.4
38.7
37.1
33.9

Standard Housing (inside all SMSAsâ1960)

White Head of Household

Proportion of

Critical

Noneffective

All Households

Percent Below Critical

Income for

Income

Demand House-

Below Critical

Income Levels Un-

Housing

(1960 $)

holds (millions)

.10

.11

.12
.13
.14
.15
.16
.17
.18
.19
.20
.21
.22
.23
.24
.25

Income Levels

Percent Below Critical
Income Levels Unable to Find Standard
Housing

35.7
54.8
55.9
49.8
~3.8

Nonwhite Head of Household

(millions)

able to Find Standard

Housing

.10

9600

7.87

22.04

35.7

.11

6545

8.42

15.36

54.8

.12

.10

.11

.12
.13
.14
.15
.16
.17
.18
.19
.20
.21
.22
.23
.24
25

6000
5455
5000
5000
5000
5000
5000
5000
5000
4990
4800
4570
4365
4175
4000
3985

2.31
2.14
2.00
1.85
1.72
1.58
1.45
1.32
1.20
1.08
.98
.91
.84

.77
.71
.65

6000

7.65

13.68

55.9

.13

6000

6.82

13.68

49.8

.14

6000

6.00

13.68

13.8

.15

6000

5.98

13.68

43.7

.16

6000

5.04

13.68

36.8

.17

5650

4.33

12.51

34.6

.18

4000

4.54

7.54

SMSA's. The shaded area highlights the 20 percent proportion of income for housing (the assumption used for all analyses in the report).
Thus, there were 3.79 million white households
in 1960 which are characterized as noneffective
demand households. These households represented 55.8 percent of all households below the
critical income levels. A similar analysis for nonwhite households indicates 980 thousand noneffective demand households, or 43.8 percent of
all households below the critical income level.
Since we have discussed the determination of
minimum incomes required for various types of
households, we now turn our attention to estimating how these incomes vary with household
size and age of head. It was assumed that the
critical incomes determined in the ability to pay
analysis applied to the median household size.
Further, it was assumed that the maximum acceptable density of people per unit was one person per room. Consequently, critical incomes by
household size were based on the relationship
between 1960 median rents for occupied standard
housing and the number of rooms per unit.

riginal from

60.2

.19

3790

4.11

7.07

58.1

Dig iz

Actually, the 1960 Census does not distinguish
between rents for standard and substandard
housing as a function of the number of rooms
per unit. However, it was found that for units
with three rooms or more, there was a good linear
relationship between the number of rooms and
the median rent. These units also showed a relatively constant and high percentage of standard
housing. Figure 7 illustrates these points. It further appears that the sharp falling off of the rent
versus unit size curve for small units can be
ascribed to the fact that a greater proportion of
these are substandard. The relationship of rent
to unit size for units of three or more rooms,
therefore, was used to vary critical incomes by
household size.
With regard to the variation of critical incomes with age, one-person households over 65
were assumed to require the same income as all
one-person households. For two-or-more-person
households, the median household size for those
under and over 65 was established, and the minimum incomes corresponding to these household
sizes were used.
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inside SMSAsâ1960

A key assumption in this analysis is that the
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minimum income required in 1960 dollars to

assure standard housing and the proportion of
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0

households with lower incomes unable to find

standard housing will remain constant through-
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out the projection period. Of course, the actual

proportion will depend on a complicated, and

by no means fully understood, interaction of

supply and demand. A model incorporating these

FIGURE 7. Median Rents and Percenta~e of Units
Standard by Unit Size for Renter Occupied Housing
inside SMSAs-1960

features was beyond the time and resources de-

voted to this study. However, the assumption of

constant dollar rent is not without foundation.

In the past, housing costs have paralleled general
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A key assumption in this analysis is that the
minimum income required in 1960 dollars to
assure standard housing and the proportion of
households with lower incomes unable to find
standard housing will remain constant throughout the projection period. Of course, the actual
proportion will depend on a complicated, and
by no means fully understood, interaction of
supply and demand. A model incorporating these
features was beyond the time and resources devoted to this study. However, the assumption of
constant dollar rent is not without foundation.
In the past, housing costs have paralleled general

FIGURE 8. Consumer Price IndicesâAll Items, Medi-

cal Care, and Housing

inflation trends very closely as indicated in Fig-
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inflation trends very closely as indicated in Figure 8. Furthermore, the assumption of constancy
for the proportion of lower income households
unable to find standard housing implies a decrease in the free market supply of low cost
standard housing in proportion to the decrease
in low income households (i.e., that free market
mechanisms will tend to maintain these present
proportions of supply and demand for low cost
standard housing throughout the forecast period).
Tables 9 and 10 summarize household abilityto-pay criteria for standard housing for the entire
U. S. in 1960. Table 9 indicates that nonwhites
must earn approximately one-third more annual
income than whites, irrespective of household
size, to assure standard housing. For example, in
metropolitan areas a I or 2 person white household must earn $2700 annually to assure standard housing, while an equivalent sized nonwhite
household must earn $3800 annually to assure
the same. A similar finding holds for households
with age of head under 65 or 65 years of age and
over. This differential holds both inside and
outside SMSAs. Furthermore, the minimum incomes required are significantly greater outside
S~ISAs. This is largely attributable to the greater
proportion of substandard housing in areas outside SMSAs, These minimum incomes provide
the basis for estimating noneffective demand
households in Section IV.
TABLE 9. Minimum Annual Incomes Required to
Assure Standard Housing for White and Nonwhite
Households, by Household Size-1960·
.
Residence
and
Race

. .
Percent of Households
Minimum InC?ome by
Below Minimum InHousehold Size (1960 $) comes Unable to Find
6+ Standard Housing
1-2
3-4
5

Inside SMSA:
White
2700 3400 4100 4600 55.8
Nonwhite 3800 4700 5500 6200 43.8
Outside SMSA:
White
3900 4800 5600 5900 26.0
Nonwhite 5300 5800 6300 6500 74.5

TABLE 10. Minimum Annual Incomes Required to
Assure Standard Housing for White and Nonwhite
Households by Age of Head-1960·

80

proportions of supply and demand for low cost

standard housing throughout the forecast period).

70

Residence
and
Race

Tables 9 and 10 summarize household ability-

to-pay criteria for standard housing for the entire

One Person
Households
(1960 dollars)
Head
Head 65
Under 65 and Over

Two or More
Person Households
(1960 dollars)
Head
Head 65
Under 65 and Over

U. S. in 1960. Table 9 indicates that nonwhites

must earn approximately one-third more annual

income than whites, irrespective of household

Inside SMSA:
White
Nonwhite

2400
3200

2400
3200

3700
5200

2900
4600

Outside SMSA:
White
Nonwhite

3400
4400

3400
4400

5100
6000

4200
5700

size, to assure standard housing. For example, in

metropolitan areas a 1 or 2 person white house-

1950

1980
YEAR

hold must earn $2700 annually to assure stand-

ard housing, while an equivalent sized nonwhite

household must earn $3800 annually to assure

FIGURE 8. Consumer Price Indices-All Items, Medical Care, and Housing

*Based on expenditure of 20 percent of income for housing.

the same. A similar finding holds for households
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with age of head under 65 or 65 years of age and

over. This differential holds both inside and

outside SMSAs. Furthermore, the minimum in-

comes required are significantly greater outside

SMSAs. This is largely attributable to the greater

proportion of substandard housing in areas out-
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IV. Projection of Effective and Noneffective
Demand Households

IV. Projection of Effective and Noneffective

Demand Households

The previous section describes ability to pay

criteria for standard housing occupancy. This

section, relying on these criteria, undertakes to

project effective and noneffective demand for

standard housing.

The output of the four key computer models

used in the analysis best describe the approach

used to project these demands:

1. Projections of the number of households

by age of head and by size of household;

2. Projections of the distribution of household

incomes by age of head and by size of

household;

3. Ability to pay analysis (presented in Sec-

tion III; and

4. Projections of the numerical distribution

of effective and noneffective demand house-

holds by age of head and by size of house-

hold.

Figure 9 shows the interrelationship of these four

models (indicated by the heavily bordered boxes)

together with their supporting analyses.

In addition to presenting the outputs of the

household projection models, this section dis-

cusses the rationale of the personal income growth

rates which support the household income pro-

jections. Accordingly, the analysis is divided into

The previous section describes ability to pay
criteria for standard housing occupancy. This
section, relying on these criteria, undertakes to
project effective and noneffective demand for
standard housing.
The output of the four key computer models
used in the analysis best describe the approach
used to project these demands:
I. Projections of the number of households
by age of head and by size of household;
2. Projections of the distribution of household
incomes by age of head and by size of
household;
3. Ability to pay analysis (presented in Section III; and
4. Projections of the numerical distribution
of effective and noneffective demand households by age of head and by size of household.
Figure 9 shows the interrelationship of these four
models (indicated by the heavily bordered boxes)
together with their supporting analyses.
In addition to presenting the outputs of the

household projection models, this section discusses the rationale of the personal income growth
rates which support the household income projections. Accordingly, the analysis is divided into
three subsections:
1. Projected Growth of Personal Income;
2. Projections of Household Income Distributions; and
3. Projections of Effective and Noneffective
Demand Households.

Projected Growth oj Personal Income
Income distributions were projected in constant (1960) dollars. We assumed that the percentage distribution of aggregate income among
white and nonwhite households would remain
constant over the projection period. For white
households this assumption can be justified. The
distribution of aggregate income among white
households has remained essentially constant
over the last 20 years. However, it is less justifiable and a more conservative assumption 'for
nonwhite households, probably tending to overstate projected noneffective demand.
Table 11 shows the distribution of aggreg:tte

three subsections:

1. Projected Growth of Personal Income;

2. Projections of Household Income Distribu-

tions; and

POPULATION
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TABLE 11. Percentage Distribution of Aggr~ate
Income Among White and Nonwhite Families In 1965
and 1959 for the United States
Income Rank

1965

TABLE 11. Percentage Distribution of Aggregate

Income Among White and Nonwhite Families in 1965

and 1959 for the United States

White

1965 1959

Lowest Fifth
Second Fifth
Third Fifth
Fourth Fifth
Highest Fifth

White

5.6
12.5
17.6
24.4
39.9

1959

Nonwhite
1965
1959

5.3
12.3
17.5
23.1
41.8

4.8
11.0
16.7
24.5
42.9

3.9
10.0
16.4
25.1
44.6

Income Rank

Lowest Fifth 5.6 5.3

SOURCE: Reference 13.

Second Fifth 12.5 12.3

Third Fifth 17.6 17.5

Fourth Fifth 24.4 23.1

Highest Fifth 39.9 41.8

SOURCE: Reference 13.

Nonwhite

1965 1959

4.8

11.0

16.7

24.5

42.9

3.9

10.0

16.4

25.1

44.6

income among white and nonwhite families in

1959 and in 1965. It should be noted that in the

6 years between 1959 and 1965 the change in

the distribution of income among nonwhite fam-

ilies would represent about a 25 percent increase

in real income for the lowest fifth and a 10 per-

cent increase for the second fifth of nonwhite

incomes. If the distribution of income among

nonwhites were to approach that among whites

over the projection period, an additional 20 per-

cent increase or so in real income for the lowest

fifth and second fifth would be anticipated.

While the income projection model can be modi-

fied to incorporate the effect of such possibilities

on noneffective demand, this was not done be-

cause there was no evidence to indicate that an

extrapolation of the 1959-65 trend would be

warranted.

As the income projection analysis was carried

out, all income levels were expanded at the same

average annual rate. Different average annual

growth rates were assigned to white and non-

white households, to the census divisions studied,

and, as shown in Table 12, to households inside

and outside SMSAs for the United States.

These estimates were achieved in the following

way. Over the past 20 years, real income has

income among white and nonwhite families in
1959 and in 1965. It should be noted that in the
6 years between 1959 and 1965 the change in
the distribution of income among nonwhite families would represent about a 25 percent increase
in re~1 income for the lowest fifth and a 10 percent Increase for the second fifth of nonwhite
incomes. If the distribution of income among
nonwhites were to approach that among whites
over the projection period. an additional 20 percent increase or so in real income for the lowest
fifth and second fifth would be anticipated.
While the income projection model can be modified to incorporate the effect of such possibilities
on noneffective demand. this was not done because there was no evidence to indicate that an
extrapolation of the 1959-65 trend would be
warranted.
As the income projection analysis was carried
out, all income levels were expanded at the same
average annual rate. Different average annual
growth rates were assigned to white and nonwhite households. to the census divisions studied.
and. as shown in Table 12. to households inside
and outside SMSAs for the United States.
These estimates were achieved in the following
way. Over the past 20 years. real income has
grown at an approximate average rate of 2.7 percent per y~ar for white and ~.l percent per year
for nonwhIte households. Based on this. it was
assumed that incomes of metropolitan nonwhites
w.ould continue to grow at a rate of 0.4 percent
higher than that for metropolitan whites over
the projection period. Income growth rate esti-

grown at an approximate average rate of 2.7 per-

cent per year for white and 3.1 percent per year

for nonwhite households. Based on this, it was

assumed that incomes of metropolitan nonwhites

would continue to grow at a rate of 0.4 percent

higher than that for metropolitan whites over

the projection period. Income growth rate esti-

TABLE 12. Estimated Average Real Income Annual

Growth Rates for White and Nonwhite Households,

TABLE 12. Estimated Average Real Income Annual
Growth Rates for White and Nonwhite Households
1968-1978
•
Area

United States
Inside SMSAs
Outside SMSAs

White

Nonwhite

2.4
3.2

2.8
3.9

2.4
2.4
2.7
2.5

2.8
2.8
3.1
2.9

1968-1978

Area

White

Nonwhite

United States

Inside SMSAs

Outside SMSAs

2.4

3.2

2.8

Divisions (Inside SMSAs)
Middle Atlantic

E. North Central
E. South Central
Pacific

Dig iz
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mates from Reference I for 1962 to 1975 were
used to develop income growth estimates for
metropolitan and nonmetropolitan households
in the United States and metropolitan households in the four divisions studied. The divisions
~ere related to the geographic areas presented
In Reference 15 and the per capita income growth
rates given for metropolitan residents were used
for white metropolitan households. These were
then increased by 0.4 percent for nonwhite
metropolitan households. For the United States,
Reference 15 estimates an average 2.4 percent
growth rate for metropolitan residents and a 2.6
percent rate for all incomes. This means on a
weighted average basis of population that there
would have to be an average increase of about
3.2 percent in real income for nonmetropolitan
residents. Accordingly. the rates of 2.4 percent
an~ 2.8 percent ~ere assumed for metropolitan
white and nonwhite households respectively and
a rate of 3.2 percent for white nonmetropolitan
households. Finally, a S.O percent average increase would be indicated for all nonwhite households. If this is the case for all nonwhite households. and metropolitan nonwhite household
incomes increase on an average of 2.8 percent
per year, then on a weighted average basis. a S.9
percen~ average increase in nonmetropolitan
nonwhIte households is indicated for the projection period.

ProjectiolU 0/ Hou.ehold
Income Di.tribution
Once the appropriate income growth rates for
each group were determined, we were able to
develop projections of the numerical distributions of households by income group. The numerical distributions of white and nonwhite
households for 1960 incomes were determined by
household size and age of head from the 1960
Census data. These then were converted into percenta~e distributions and e~panded by the appropnate average annual Income growth rate
factor over the years of interest. This resulted in
a projected. percentage income distribution by
househ.old s~ze .and. age of head. The projected
numencal dlstnbution of households by size and
age of head then were applied to yield the projected numerical distribution of household incomes.
A comparison of Tables 1Sand 14 shows that
from 1960 to 1978 the total number of white
metropolitan households will increase from Sl
to 44 milliDn. Th e- and four-person households
nglna rom
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TABLE 13.

Households with White Head by Income and Size, Inside all SMSAs-1960
Household Size (No. of Persons)

Annual
Income*
($1.000)

No.
(1000)

1
'% ••

No.
(1000)

45.4
12.6
11.4
10.2
7.6
4.5
5.1
3.2

1,264
817
845
922
979
841
1,687
1,300

3 and 4
No.
0/0 .*
(1000)

2
0/0··

No.
(1000)

(j or more
No.
0·'(1000)
/0 **

5
0/0··

Total
No.
(1000)
%
4,004
13.1
2,040
6.7
2,442
8.0
3,049
10.0
3,681
12.1
3,338
10.9
21.6
6,588
5,381
17.6

TABLE 13. Households with White Head by Income and Size, Inside all SMSAsâ1960

Household Size (No. of Persons)

Annual

1

2

3a

nd4

1,92:3
less than 2.0
2.0-2.9
533
3.0-3.9
484
4.0-4.9
431
3:;:3
5.0-5.9
6.0-6.9
1m
7.0-9.9
218
10.0 or more 137

14.6
9.4
9.8
10.7
11.3
9.7
19.5
15.0

592
488
760
1,123
1,526
1,461
2,985
2,438

5.2
4.3
6.7
9.9
13.4
12.8
26.2
21.4

113
99
183
308
470
470
944
799

112
103
170
265
383
375
754
707

3.3
2.9
5.4
9.1
13.9
13.9
27.9
23.6

3.9
3.6
5.9
9.2
13.3
13.1
26.3
24.7

5

6 or more

Tot

al

Income*

Total
4,240
13.9
865
28.4 11,373
37.3 3,386
30,523
2,869
9.4
11.1
SOURCE: Reference 1.
* Income is for the (:alendar year 1959. and is restricted to that received by the primary family or primary individual.
** Relative to all hou seholds in each class.

100.0

No.

No.

No.

TABLE 14.

Distribution of Households with White Head by Income and Size, inside all SMSAs-1978

No.

No.

No.

($1,000)

(1000)

%**

(1000)

%**

(1000)

%**

(1000)

%**

(1000)

%**

Annual
Income·
($1.000)

',\10.

(1000)

1
0/0·

No.
(1000)

2,034
28.9 1,159
less than 2.0
2.0-2.9
908
12.9
711
3.0-3.9
741
10.5
776
4.0-4.9
592
772
8.4
5.0-5.9
538
7.6
860
6.0-6.9
487
6.9
930
7.0-9.9
765
10.9 2,226
10.0 or me,re 971
13.8 5,019
Total
7,038
16.0 12,433
* Relative to a'.l households in each class.

2
%.

Household Size (No. of Persons)
3 and 4
5
No.
No.
%.
(1000)
0/0·
(1000)

521
9.3
362
5.7
6.2
491
6.2
613
863
6.9
7.5 1,106
17.9 3,288
40.3 8,467
28.3 15,711

3.3
2.3
3.1
3.9
5.5
7.0
20.9
53.9
35.7

98
71
105
145
226
310
994
2,671
4,618

2.1
1.5
2.3
3.1
4.9
6.7
21.5
57.8
10.5

6 or more
No.
0/0 •
(1000)
104
77
110
143
211
279
861
2,376
4,161

2.5
1.8
2.6
3.4
5.1
6.7
20.7
57.1
9.5

Total
No.
(1000)
3,915
2,129
2,223
2,266
2,698
3,111
8,134
19,505
43,981

%

8.9
4.8
5.1
5.2
6.1
7.1
18.5
44.3
100.0

(1000)

%

less than 2.0

1,92 3

45.4

1,264

14.6

592

5.2

113

3.3

112

3.9

4,004

13.1

2.0-2.9

533

TABLE 15.

(in Percent)
Annual
Income·
($1000)

Income Distribution of White Households by Age of Head, inside all SMSAs-1960 and 1978
Under 65
Years

1960
65 Years
and Over

Total

Under 65
Years

1978
65 Years
and Over

Total

7.9
39.8
13.1
5.1
Less than 2.0
26.8
9.3
5.3
13.7
6.7
2.0·-2.9
3.4
13.1
5.3
7.7
9.5
3.0-3.9
8.0
5.1
3.9
10.0
5.2
10.5
7.5
10.0
5.7
4.0-4.9
8.0
13.2
5.n-5.9
6.4
12.1
6.2
6.3
6.5
12.1
4.9
10.9
6.rJ-6.9
7.5
7.2
5.5
24.1
8.9
21.6
7.0-9.9
19.8
9.6
17.7
19.2
10.0 or more
9.3
17.6
48.9
20.5
43.4
100.0
100.0
100.0
100.0
100.0
100.0
Total
25,523
5002
30,525
Total Households (1000)
35.346
8635
43,981
* The income for the "1960 households" is for calendar year 1959, and is restricted to that received by the primary family or
primary individual.

12.6

817

9.4

488

4.3

99

TABLE 16.
(in Percent)
Annual
Income·
($1000)

Income Distribution of Nonwhite Households by Age of Head, inside all SMSAs-1960 and 1978
Under 65
Years

1960
65 Years
and Over

Total

Under 65
Years

1978
65 Years
and Over

Total

2.9

103

3.6

2,040

6.7

3.0-3.9

484

11.4

845

9.8

760

6.7

29.0
25.4
57.8
Less than 2.0
13.1
14.4
2.0-2.9
14.5
8.5
14.1
3.0-3.9
14.8
12.5
6.1
13.3
4.0-4.9
10.2
4.4
9.6
5.0-5.9
6.2
2.9
6.7
6.0-6.9
9.6
10.2
4.3
7.0-9.9
2.8
4.7
5.0
10.0 or more
100.0
100.0
100.0
Total
3484
394
Tota I Households (1000)
3091
·Thf! income for the 1960 households is for the calendar year 1959 and is restricted
primary individual.

183

5.4

170

5.9

2,442

8.0
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U .S. Hous ing N eeds

21

14.2
34.9
18.3
10.4
9.0
16.2
9.0
9.5
11.5
9.5
8.4
9.3
6.2
9.2
8.6
8.8
8.0
4.9
7.0
13.7
15.4
22.2
24.9
10.9
100.0
100.0
100.0
1210
6164
4954
to that received by the primary family or
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represent over one-third of all households in both

years. The percentage of one-person families in-

creases, and their actual number nearly doubles

over this period. Increasing incomes* redistrib-

ute the members of this group so that the per-

centage in the poorest group (less than $2000

per year income, for example) declines markedly

and their number remains constant. We observe

a similar effect for all households. For example,

the percentage of all households earning less than

$3000 per year declines from 20 percent in 1960

to 14 percent in 1978. On the other hand, the

number of households in this income bracket is

constant at approximately six million in either

year.

Tables 15 and 16 provide estimates of income

by age of head for white and nonwhite house-

holds. In 1960 these estimates show that 54 per-

cent of white households with age of head 65

and over had incomes of less than $3000; by

1978, only 40 percent of these households will

have incomes of less than $3000. The correspond-

ing data for nonwhite households are 71 percent

and 51 percent.

At the other extreme of the income range in

1960, only 18 percent of all white households

had incomes of $10,000 or more; by 1978, 43

percent of all white households will exceed this

level. The corresponding data for nonwhite

households are 5 percent and 22 percent.

Projection of Effective and

Noneffective Demand Households

Given the projections of households by size,

Projection 0/ EDec'ive and
Noneffective Demand House·holds
Given the projections of households by size,
age, and income, we now wish to separate households into categories of effective and noneffective
demand. This is done by apply ing the ability to
pay criteria shown in Table 9, Section III, Tables
13 through 16. This operation yields Tables 17
and 18.
As Table 17 shows, approximately 3.6 million
metropolitan white households, representing 12
percent of all white household~;, fell into the
noneffective demand category in. 1960. Similar
data for nonwhites were 1.0 mill.ion households

represent over one-third of all households in both
years. The percentage of one-person families increases, and their actual number nearly doubles
over this period. Increasing incomes· redistribute the members of this group so that the percentage in the poorest group (less than $2000
per year income, for example) declines markedly
and their number remains constant. We observe
a similar effect for all households. For example,
the percentage of all households earning less than
$3000 per year declines from 20 percent in 1960
to 14 percent in 1978. On the other hand, the
number of households in this income bracket is
constant at approximately six million in either
year.
Ta bles 15 and 16 provide estimates of income
by age of head for white and nonwhite households. In 1960 these estimates show that 54 percent of white households with age of head 65
and over had incomes of less than $3000; by
1978, only 40 percent of these households will
have incomes of less than $3000. The corresponding data for nonwhite households are 71 percent
and 51 percent.
At the other extreme of the income range in
1960, only 18 percen t of all whi te households
had incomes of $10,000 or more; by 1978, 43
percent of all white households will exceed this
level. The corresponding data for nonwhite
households are 5 percent and 22 percent.

TABLE 17. Distribution of Non-Effechve Demand
Households by Size and by White and Nonwhite Head,
inside all SMSAs-1960, 1968, 1978
No. of
White Head
"'onwhite Head
persons in
No.
Year
No.
I
(1000)
(1000) Percent·
Percent·
Household
-

1960

Total

Total

1 and 2
3 and 4
5
6 or more

1978

2301
771
237
303
3612

17.8
6.8
7.0
10.6
11.8

415
2.134
104
214
1017

30.1
26.1
29.1
32.3
29.2

2316
639
178
241
3374

14.8
5.0
4.9
7.3
9.6

400
258'
94
237
989

24.5
20.4
22.6
25.8
23.4

2410
601
160
209
3380

12.4
3.8
3.5
5.0
7.7

484
287
103
258
1132

20.2
15.6
16.9
19.4
18.3

Total
SOURCES: 1960, Reference 1; 1968 and 1978, TEMPO Projections.
·Relative to all households in each size class.

holds into categories of effective and noneffective

pay criteria shown in Table 9, Section III, Tables

1 and 2
3 and 4
5
6 or more

1968

age, and income, we now wish to separate house-

demand. This is done by applying the ability to

1 and 2
3 and 4
5
6 or more

-Incomes throughout this report are given in 1960
dollars.

13 through 16. This operation yields Tables 17

and 18.

As Table 17 shows, approximately 3.6 million

metropolitan white households, representing 12

TABLE 18. Distribution of Non-Effective Demand Households by Size, Age, and White and Nonwhite Head,
inside all SMSAs-1960, 1968, 1978

percent of all white households, fell into the

noneffective demand category im 1960. Similar

data for nonwhites were 1.0 million households

TABLE 17. Distribution of Non-Effective Demand

Households by Size and by White and Nonwhite Head,

inside all SMSAsâ1960, 1968, 1978

No. of

White Head

Nonwhite Head

Year

Under 65
No. of
Years
Persons in No.
Household (1000) Percent·

White
Age of Head
65 Years
and Over
No.
(1000) Percent·

No.

Under 65
Years

Total

(1000)

No.

Percent·

(1000)

Percent·

Nonwhite
Age of Head
65 Years
and Over
No.
(1000) Percent·

No.

Total

(1000)

Percent·

Year 1960

507
1
2 or more 1,864

19.3
8.1

683
719

42.4
21.2

1,190
2,584

28.1
9.8

135
773

31.5
29.1

48
93

41.2
33.8

183
866

33.6
29.5

2,371

9.3

1,402

28.0

3,774

12.4

908

29.4

141

36.0

1,049

30.1

461
1
2 or more 1,531

15.7
6.0

819
765

35.9
16.9

1,280
2,296

24.5
7.6

80
707

26.2
22.7

90
170

37.8
29.5

170
877

31.3
23.8

1,992

7.0

1,584

23.3

3,576

10.1

787

23.0

260

32.0

1,047

24.8

1
488
2 or more 1,439

12.7
4.6

943
746

29.6
13.7

1,431
2,185

20.3
5.9

101
797

21.4
17.8

128
207

32.6
25.3

229
1,004

26.5
18.9

11,927

5.5

1,689

19.6

3,616

8.2

898

18.1

335

27.7

1,233

20.0

Total

Persons in

No.

i

Year 1968

No.

Household

(1000)

Percent*

(1000)

Percent*

Total
Year 1978

Total

1 and 2

2301

17.8

SOURCE: 1960, Reference 1; 1968, 1978 TEMPO Projections.
·Relative to all households in each size class.

415

30.1

3 and 4

771

6.8

2,34

26.1
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or 29 percent of all nonwhite households. By

1978 there will be a negligible decrease in total

noneffective demand households in metropolitan

areas, namely, from 4.6 to 4.5 million.

Table 17 also shows approximately one million

metropolitan nonwhite households in the non-

effective demand category in 1968. Based on our

previous discussion of the metropolitan residence

data in Table 6, which shows that 80 percent of

metropolitan nonwhite households live in central

cities, we conclude that these same one million

households are, for all practical purposes, located

in central cities. Similarly, we estimate that of

the 3.4 million noneffective demand metropoli-

tan white households shown in Table 17, ap-

proximately one-third reside in central cities.

Thus, we estimate that there are approximately

two million noneffective demand households in

central cities, of which approximately one-half

are nonwhite; there are another two million non-

effective demand metropolitan households out-

side central cities, the large majority of which

are white. These numbers correspond quite well

with the number of substandard units and their

distribution (which was calculated independent-

ly as described in Section V. We recognize, of

course, that such a correspondence is only ap-

proximate since those unable to pay may live in

overcrowded standard units or pay more than the

normative 20 percent of income for rent. On the

other hand, there will be households that delib-

erately choose to occupy housing that costs less

than their income levels could support.

Available housing data do not permit a dis-

entangling of these complex trends. However, we

believe that the close agreement between the

estimates of noneffective demand households and

substandard unitsâthe latter having been com-

puted by entirely different methods and with

different dataâdoes add substantially to the

credibility and logical consistency of this study.

Table 18* shows noneffective demand house-

holds categorized by age into those 65 or older

and those under 65. Note the fact that from 1960

to 1978 there is a substantial increase in the

number of metropolitan one-person households

with age of head 65 years of age and older.

The total number of noneffective demand

households by race and by residence is sum-

marized in Table 19.

TABLE 19. United States Non-Effective Demand

Households (in Millions)

White Households Nonwhite Households Total

Year lnside Outside 1nside Outside House-

Tot. SMSA SMSA Tot. holds

1960

3.6

2.5

6.1

or 29 percent of all nonwhite households. By
1978 there will be a negligible decrease in total
noneffective demand households in metropolitan
areas, namely, from 4.6 to 4.5 million.
Table 17 also shows approximately one million
metropolitan nonwhite households in the noneffective demand category in 1968. Based on our
previous discussion of the metropolitan residence
data in Table 6, which shows that 80 percent of
metropolitan nonwhite households live in central
cities, we conclude that these same one million
households are, for all practical purposes, located
in central cities. Similarly, we estimate that of
the 3.4 million noneffective demand metropolitan white households shown in Table 17, approximately one-third reside in central cities.
Thus, we estimate that there are approximately
two million noneffective demand households in
central cities, of which approximately one-half
are nonwhite; there are another two million noneffective demand metropolitan households outside central cities, the large majority of which
are white. These numbers correspond quite well
with the number of substandard units and their
distribution (which was calculated independently as described in Section V. We recognize, of
course, that such a correspondence is only approximate since those unable to pay may live in
overcrowded standard units or pay more than the
normative 20 percent of income for rent. On the
other hand, there will be households that deliberately choose to occupy housing that costs less
than their income levels could support.
Available housing data do not permit a disentangling of these complex trends. However, we
believe that the close agreement between the
estimates of noneffective demand households and
substandard units-the latter having been computed by entirely different methods and with
different data-does add substantially to the
credibility and logical consistency of this study.
Table 18· shows noneffective demand households categorized by age into those 65 or older
and those under 65. Note the fact that from 1960
to 1978 there is a substantial increase in the
number of metropolitan one-person households
with age of head 65 years of age and older.
The total number of noneffective demand
households by race and by residence is summarized in Table 19.

1.0

1.2

2.2

8.3

1968

• Differences in noneffective demand totals between
Tables 17 and 18 are to be attributed to the approximate
manner by which critical incomes were applied to data on
age of head \'s. data on household size.

3.4

2.2

5.6

1.0

1.2

2.2
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TABLE 19. United States NO.n-Effective Demand
Households (in Millions)
Nonwhite Households
Inside Outside

White Households
Year Inside Outside
Tot.

1960
1968

3.6
3.4

1978 3.4

2.5
2.2

1.9

SMSA

6.1

1.0
1.0

5.6

5.3

1.1

Total
House-

SMSA

Tot.

1.2

2.2

8.3

1.1

2.2

7.5

1.2

2.2

holds

7.8

As Table 19 indicates, the total number of
noneffective demand households decreases only
slightly between 1968 and 1978, comprising a
total of 7.5 million households in 1'978.
V. Projected Housing Construction Needs
In previous sections we have forecast the demand for housing including those households
representing noneffective demand. This in itself,
however, is not sufficient for determining national housing needs. We must also a~liCertain
both the number and the condition of the housing stock and then project these variablefi into
the future. Deficiencies in the stock compared to
the total number of households will determine
housing construction needs.
A convenient scheme for the determination of
these needs is achieved by dividing them into
four categories, namely:
I. Units required by net household formation;
2. Vacancy allowance;
3. Net removals; and
4. Replacement and repair of substandard
units.
Implicit in this procedure is the thesis that
present housing, except for substandard units
which must be repaired or replaced, is of adequate quality. Obviously, this or any other notion
of the adequacy of housing is, in the last analysis, a policy matter.
It should be understood that the above four
categories of housing needs are interdependent
and must be considered jointly. For example, a
high rate of removals also implies a relatively
high reduction in substandard units. A low vacancy rate may produce the opposite effect.
No allowance has been made for overcrowding
in the four categories of housing needs. Overcrowded units do not represent a shortage in the
number of units but rather an improper mix of
units with regard to unit size. In theory, the
construction mix can be .chosen so that the total
inventory is in balance. In practice, we obviously
are making a highly simplified assumption because of an inability to estimate possible departures from Jh,e regui ced mix.
nglnal rom
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The above-describc<'. housing needs may be
met through various combinations of approaches
including new conStruction. special programs for
the upgrad ing of l"'.! maining substandard units,
ma nu faclUre of n1(:', bile homes. or remodeling of
portions of the e"xist ing standard stock into a
larger number or different types of units. Gene ral income and monetuy cond itions. consumer
preference. and ma ny other factors will determi ne just what mix of these choices actually will
occur. Government policy, however. can be an
important im.trument directed at bringing about
not onl y the level but also the type of construction activit y wh ich appears most desirable from
a soci al alv.! economic point of view.
Net HOlH;ehold Forntuaon

As show n in Table 6, U. S. households numbered 6'0.9 mill ion in 1968 and are expected to
increa'. e to 74.3 million during the next decade.

Vacfmcy Allowance
III. considering housing construction needs. an
allowan ce for vaca ncies mu st be made. Our highly mobile population requ ires a substantial
m ember of vacant u nits. Therefore. the current
vacancy situation and an appropriate vacancy
rdloWlmce fOl- est imating purposes must be CO Il sidered. Toward this end we must exami ne the
data presented in Table 20.
I n 1950, a year in whi ch an acute housing
shortage existed. the available vacancy rate was
I.u percent. Today's vacancy situation, by contrast, is roughly comparable to th at of 1958, wi th
availab le vacancies in both years sta nd ing at 2.9
percent of the tota l housi ng stock. It will be
" sSU lllc d that the requireme nts for a fu lly mobile
hou sing market are satisfied by an available va·
cancy r:tlc simi lar to tha t o[ the 1960 to 1965
period, namely. 3.5 percent.· Of the " non-avail· ~ I any housing cronomist~ assume a normal :l"ailablc
,a(anf}' fatc 10 be;; pe rcent..

TABLE 20. Vacancy Rates (in Percent) by Tenure
and Type of Vacancy
Vacant units
Vacant. available
Rental unitsfor rent or sale
Owner unitsfor sale only
Vacant. not
available
Seasonal
Held off market
Dilapidated

1967

1965

9.3
2.9

10.0

"'"
9.7

3.5 3.5

..

,,,. "" "
9. 1
' .3 '.7
2.9

2.5

I .'

2.2

2.7 2.'

2.3

2. 1

l.l

0.7

0.' 0.7

0.'

0.'

0.5

•••

6.5
2.'
2.'
0.7

'.2
3.0
2.1

5.8
2.7
2.0

5.1
2.5
1.5

2.'
3.3
0,"

'.2
2.7
2.'
l.l

1."

UI

l.l
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able" vacancies. the "held off the market" category has been considered by some (Reference 3)
as part of the "buffer" stock required for housing mobili ty. Today, this stands at the high 6gu re (relative to past experience) of 3.3 percent.
Others feel t hat these vacancies represent housing
for the affluent and should not be listed as a
housing need. The "held off the mark.et" category includes units which have been rented or
sold and are await ing oct'upancy (approximately
235 thousand in the Uni1ed States in 1960), units
held for occasional use other than as vacation or
second homes (about 282 thousand in 1960), and
units held for Ol her reasons (about 567 thousand
in 1960). alS(l excluding vacation or second
homes. All three of the:.e subcategories, particularly the first, provide some degree of mobility
with in the housing market and should be represellled in a program of expanding the inventory.
We will allow a 2.5 percent rate for this calegol)'
which corresponds to the early 1960's but is, as
already mentioned. lower than today's rate.
Dilapidated "acant units, which in any case
represent less (han 1 percent of the stock, may
be considered as candidates for demolition. Alternately. they may be viewed as a resource available to the very poor. In aClualil)' . some existing
dilapidated vacant u nits serve a purpose of providing mobili ty opportunity for nonef[ecti"e
demand households. We regard it as justifiable
to consider these units as evidence of additional
construction requirements. Not only shou ld some
of the present supply of dilapidated vacant units
be replaced wit h standard, low·cost dwellingswe assume a magnitude of 340 thousand units
out of 470 thousand units in the dilapidated
vacant category-but increments to the housing
stock should abo allow for an increase of such
units. \\'e assume the latter factor adds 0.5 percelll to the construnion requirements indicated
by the increase in Humber of households.
Seasonal homes. while of interest in considering the total resources which must be alloca.ted
to residential building. have no place in an enuth is
meration of housing needs in the context
study.
In summary, then, an allowance of lI.S percent
will be made for avai l... ble vacandes. 2.5 percen t
for vacancies held o ff the market. and 0.5 percent
for dilapidated vacancies. Thus. we obtain a LOtal
vacancy ratc of 6.5 percent of the housing stock.
Over a ttll-year period, during which the number
of hOllsc IW)c!~, is ~cted to increase by 13.1
cancy factol would
mil~i~HVEru-ry~~'

or
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2,1

TABLE 21.

TABLE 21.

Housing Starts and Inventory-1950 to 1965 (in Thousands)
Occupancy
Rate (%)

Year

Households

Housing
Units

Vacancies

1950

42,900

93.3

46,000

3,100

1960

53,000

90.3

58,600

5,600

1965

57,900

90.0

64,200

6,300

New
Housing
Starts

Housing

Starts

and Inven

period Estimates
Mobile
Homes

Net
Removals

15,000

900

3,300

7,400

650

2,450

tory-

SOURCE: Reference 5.
-1950 to 1965 (in Thousands)

Period Estimates

New

House-

holds

Occupancy

Rate (%)

Housing

Units

Housing

Mobile

Homes

Net

Year

re~uire const~u.ction

of 900 thousand housing
umts. In addition, 340 thousand units are required to replace the dilapidated vacant units
which represent mobility requirements. Finally,
400 thousand units are required to bring the
present 2.9 percent "available vacancy" factor
to the desirable level of 3.5 percent.· The total
allowance for vacancy, therefore, adds 1.64 million units to the ten-year construction requirements.

Vacancies

Starts

Removals

1950

1960

1965

42,900

53,000

57,900

93.3

46,000

58,600

64,200

3,100

5,600

90.3

90.0

15,000

7,400

900

650

3,300

2,450

SOURCE: Re

ference 5.

6,300

require construction of 900 thousand housing

units. In addition, 340 thousand units are re-

quired to replace the dilapidated vacant units

which represent mobility requirements. Finally,

400 thousand units are required to bring the

present 2.9 percent "available vacancy" factor

to the desirable level of 3.5 percent.* The total

allowance for vacancy, therefore, adds 1.64 mil-

lion units to the ten-year construction require-

ments.

Net Removals

In considering housing construction needs, al-

lowance must also be made for removals from

the existing stock of housing. This includes not

only units accidentally or deliberately destroyed

but also those converted from residential to other

!Vet Removal,
In considering housing construction needs, allowance must also be made for removals from
the existing stock of housing. This includes not
only units accidentally or deliberately destroyed
but also those converted from residential to other
use and vice versa, the conversion of one unit
into many, and the merger of several units into
one. The totality of these effects has been termed
"net removals." Numerically, these removals may
be found from the defining identity: newly constructed units = units for new households +additions to vacancies +- net removals.
An estimate of net removals for the period 1950
to 1965 based on this relation is given in Table
21.
Table 21 shows that there were 330 thousand
net removals per year in the period 1950 to 1959
and 490 thousand removals per year from 1960
to 1964. These estimates agree with those of
Farquar and Sumichrast (Reference 4) who have
made an extensive study of this subject. These
authors also predict removal rates of the order of
700 thousand units per year over the next decade.
However, from the historical perspective, such
removal rates appear extremely high as illustrated in Table 22. The numbers in this table
are not strictly comparable to those used in the
remainder of this report because Non-Farm
rather than all units were considered and also
because the construction of mobile homes which

use and vice versa, the conversion of one unit

into many, and the merger of several units into

one. The totality of these effects has been termed

·Obtained by multiplying 0.6 times the current housing
stock of 66 million units. See Table 21.

TABLE 22. Housing Stock; Starts and Net Removals
(Thousands of Non-Farm Housing Units)
Date

1890
1900
1910
1920
1930
1940
1950
1960

structed units = units for new households Â±

additions to vacancies Â± net removals.

An estimate of net removals for the period 1950

to 1965 based on this relation is given in Table

Dig iz
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8,300
10,600
14,300
17,700
25,700
29,700
39,600
51,900

Increase
in Stock

Decade Totals

2,300
3,700
3,400
8,000
4,000
9,900
12,300

Starts

Net
RemO/als

2,900
3,600
3,600
7,000
2,700
7,040
15,000

+600
-100
+200
-1000
-1300
-2500
+2400

SOURCE: Reference 5.

becomes significant in the post-1950 period was
not included. (There is also some question as to
whether all of these negative removals are really
credible because of the inaccuracy of housing
starts data in the pre-war years.)
Nevertheless, the table illustrates the basic
point, i.e., in much of the past, net removals
were much lower than in the post-war period.
In fact, between 1930 and the end of World War
II much of the housing demand was met not by
new housing starts but by conversions within the
existing inventory, i.e., negative removals. In the
cited reference the correlation of removals to the
level of economic activity in general and to residential building activity in particular is discussed
at length.·
Based on these considerations, we conclude that
an anticipated net removal rate of 500 thousand
units per year represents a reasonable estimate
for the purpose of setting planning goals. We
emphasize, however, that this still very high
(though lower than the Sumichrast estimate) removal rate is closely correlated to the level of
b.uilding activity. Should private enterprise, asSisted by government programs and policies, fail
to achieve a high level of residential building,
substantially lower net removal rates may be
expected.
• .\ conversation with Michael Sumichrast indicates that
he sh~res the. view th.at net removals from the housing
stock In any given penod arc very sensitive to conditions
in the building industry and to those of the overall
economy.

"net removals." Numerically, these removals may

be found from the defining identity: newly con-

Stock of
Housing Units
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Replacement and Repair oj Sub.tandard Unit.

Replacement and Repair of Substandard Units

The total number of occupied substandard

housing units in the United States for the period

1950 to 1966 and a forecast for 1978 is shown in

Table 23. The table indicates that the 15 million

substandard units which existed in 1950 have

been reduced to approximately seven million to-

day. The table also shows that the largest numeri-

cal reductionâabout six million unitsâoccurred

in areas outside SMSA's, and this was accom-

plished principally in the not dilapidated-in-

adequate plumbing (NDIP) category. These

changes in the number of substandard units are

the net result of several factors, namely:

1. Previously standard units deteriorating and

becoming substandard;

2. Substandard units removed as part of all

"net removals"; and

3. Substandard units upgraded (principally

through the installation of plumbing) to

standard.

We will show that in the period 1950 to 1966

this last factor was by far the most influential.

In estimating housing construction needs for

The total number of occupied substandard
housing units in the United States for the period
1950 to 1966 and a forecast for 1978 is shown in
Table 23. The table indicates that the 15 million
substandard units which existed in 1950 have
been reduced to approximately seven million today. The table also shows that the largest numerical reduction-about six million units--occurred
in areas outside SMSA's, and this was accomplished principally In the not dilapidated-inadequate plumbing (NDIP) category. These
changes in the number of substandard units are
the net result of several factors, namely:
1. Previously standard units deteriorating and
becoming substandard;
2. Substandard units removed as part of all
"net removals"; and
3. Substandard units upgradeo (principally
through the installation of plumbing) to
standard.

the period 1968 to 1978, we simply cannot add

seven million units to the total number (about

20 million) required for new households, vacan-

cies, and removals which we have already dis-

cussed. For as already noted, we must consider:

1. Substandard units removed from the inven-

tory as part of all removals; and

2. The deterioration of existing standard and

the upgrading of presently substandard units.

Note that item 1 already has been counted be-

cause we have allotted five million units to re-

TABLE 23. Occupied Substandard Housing Unitsâ

1950 to 1978 (Thousands of Units)

Category

1950â I960'1

Total Units 15256 8467

We will show that in the period 1950 to 1966
this last factor was by far the most influential.
In estimating housing construction needs for
the period 1968 to 1978, we simply cannot add
seven million units to the total number (about
20 million) required for new households, vacancies, and removals which we have already discussed. For as already noted, we must consider:
1. Substandard units removed from the inventory as part of all removals; and
2. The deterioration of existing standard and
the upgrading of presently substandard units.

By Location:

Inside SMSA

Central

Cities:

% Cent. Cities

TABLE 23. Occupied Substandard Housing Units1950 to 1978 (Thousands of Units)

By Condition:

Category

1950-

1960 b

1960-

1966 d

1966"

1978"

Total Units
15256
By Location:
Inside SMSA
5426
Central
Cities:
3273
Outside SMSA 9830
% Inside SMSA
35
% Cent. Cities
21
By Condition:
OILAP
3708
NOIP
11548

8467

9007

5754

6727

4300

3213

2761

2470

2150

5238
38

1588
6246
31
18

l150
3284
43
20

1025
2150
50
25

2353
6116

3083
5924

1995
3759

DILAP

5426 3213

3273

9830

35

21

3708 2353

11548 6116

I960 â

9007

2663
4064

1900
2400

2761

1588

6246

31

TABLE 24. Occupied Substandard Units-Disposition
of the 1950 Inventory During the Period 1950-59
(Thousands of Units)
Demol.

Other

ConY.

Mergers

99
150

129
270

15
50

37
227

1176
5438

1456
6138

435
550

361

264

30
61

156
570

1367
3871

2252
5413

534
700
1234

393
631
1024

III

45

156

193
794
990

256
312

120
205

28
60

116
445

910
2974

1430
3996
5426

219
241

75
99

23
40

83
320

608
1565

Outside SMSA
OIL
278
NOIP
388

1008
2265
3273

273
426

37
31

77
352

1633
6335

2298
7532
9830

Owner
OIL*
NOIP**
Renter
OIL
NOIP
Total
OIL
NOIP
All
Inside SMSA
OIL
NOIP
Central Cities
OIL
NOIP

a.
b.
c.
d.
e.

Table 24.
Reference 1.
Table 25.
OEO Survey reported on in References 6 and 8.
TEMPO projections. See Table 27.

DILAP means "dilapidated with adequate plumbing."
NDIP means "not dilapidated with inadequate plumbing."

New
Const.

Owner
OIL
NOIP
Renter
OIL
NOIP
Subtotal
OIL
NOIP
All
Inside SMSA
OIL
NOIP

Other

Cony.

115
436

44
77

16
51

117
201

63
151

99
199

2470

1150

3284

Meraers

Same

Total

24
40

981
2515

1180
3119

38
47

1586
2207

1903
2805

232
107
115
62
2567 3083
~63~7~_2~2~8~~2~50~~~8~7__~4~7~22~~5792~4
869
335
365
149
7289 9007
61
162

39
87

74
151

36
41

887
1386

1096
1665
2761

23
20

13
53

61
112

20
29

508
749

Otuside SMSA
OIL
172
NOIP
475

625
963
1588

68
141

41
99

26
46

1680
3336

1987
4259
6246

Central Cities
OIL
NOIP

SOURCE: Reference 7 Table 2.

'rrglna from

1966' 1966Â»

U.S. Housing Needs

2543 3708
9309 11548
11852 15256

TABLE 25. Occupied Substandard Units-Source of
1960 Inventory (Thousands of Units)

5924

5754 6727

All

SOURCE: Data in Table 3, Reference 7 adjusted as follows:
1. Units in Table 3 increased by correspondinll percentages
of "units with 1950 records available." This step serv.. to
adjust the unit data in Table 3 so as to take account of the
sample size, resulting in a total of 14,003 units.
2. Each of these resultant figures was increased by 1.0896,
the ratio of 15,256/14,003, since there was a total of 15,256
occupied substandard units reported in the 1950 census-per
Table 1-2, Reference 2.

18

3083

Same

*Dilapidated.
**Not dilapidated, inadequate plumbing.

Note that item 1 already has been counted because we have allotted five million units to re-

Outside SMSA

% Inside SMSA

place all removals and a certain portion of these
will be substandard. Item 2 represents housing
construction needs which will be discussed below.
We will now quantify the above discussion.
Toward this end consider Tables 24 and 25. In
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Table 24 we show the disposition of the 15 mil-

lion substandard units which existed in 1950.

As the table shows, 2258 thousand units were

destroyed, 156 thousand were converted and be-

came 365 thousand units by 1960 (see Table 25),

990 thousand units (1950) were merged into 149

thousand units (1960), and 11.9 million had the

same status but not the same condition in 1960

as in 1950. In fact, as a comparison with Table

25 shows, these 11.9 million substandard units

were reduced to 7.3 million as the net result of

deterioration of standard units and the upgrading

of substandard units.

The trends of Tables 24 and 25 were analyzed

and modified to be more applicable to the pe-

riods 1960 to 1966 and 1967 to 1978. The reason

for the split in the projection interval is that

an independent estimate of the extent of 1966

substandard housing is available, based on an

Office of Economic Opportunity (OEO) Survey

reported in References 6 and 8. Since the OEO

study is still under revision, we used it only as

a check and based our forecast on 1960. Both

our "prediction" based on 1960 and the OEO

results are given in Table 23.

The modifications in trends included the

elimination of substandard units introduced

through new construction and scaling of the

1960 data to allow for changes in the total hous-

ing stock, in the remaining number of sub-

standard units and in the number of net re-

movals. The results of this analysis are sum-

marized in Table 26.

It may be observed from Table 26 that ap-

proximately two million substandard units are

expected to be eliminated during 1967 to 1Â°78

through net removals. Further, the net effect of

TABLE 26. Estimated Changes in Substandard Units

â 1960 to 1978 (Thousands of Units) 'This upgrading is substantially smaller than in the

past because both the number of units left to upgrade

and the rate at which they are upgraded diminish.

**The estimate for 1978 includes only those substandard

units in existence in 1066 and consequently does not in-

Table 24 we show the disposition of the 15 million substandard units which existed in 1950.
As the table shows, 2258 thousand units were
destroyed, 156 thousand were converted and became 365 thousand units by 1960 (see Table 25),
990 thousand units (1950) were merged into 149
thousand units (1960), and 11.9 million had the
same status but not the same condition in 1960
as in 1950. In fact, as a comparison with Table
25 shows, these 11.9 million substandard units
were reduced to 7.3 million as the net result of
deterioration of standard units and the upgrading
of substandard units.
The trends of Tables 24 and 25 were analyzed
and modified to be more applicable to the periods 1960 to 1966 and 1967 to 1978. The reason
for the split in the projection interval is that
an independent estimate of the extent of 1966
substandard housing is available, based on an
Office of Economic Opportunity (OEO) Survey
reported in References 6 and 8. Since the OEO
study is still under revision, we used it only as
a check and based our forecast on 1960. Both
our "prediction" based on 1960 and the OEO
results are given in Table 23.
The modifications in trends included the
elimination of substandard units introduced
through new construction and scaling of the
1960 data to allow for changes in the total housing stock, in the remaining number of substandard units and in the number of net removals. The results of this analysis are summarized in Table 26.
It may be observed from Table 26 that approximately two million substandard units are
expected to be eliminated during 1967 to 1978
through net removals. Further, the net effect of

clude the approximately two million standard units which

dilapidation and rehabilitation will remove 440
thousand additional substandard units.· It has
been estimated elsewhere (Reference 3) that the
total deterioration from standard to substandard
in the same period will be approximately 2 million units.
Table 27 shows the derivation of estimates
of occupied substandard housing units for 1966
and 1978.-- The basic approach was to adjust the
1960 base data on occupied substandard housing
units by introducing changes in removals, repairs,
and deterioration for the intervening time periods. The resulting estimates are shown in the
last two columns of Table 23.
The allocation of substandard units among the
categories inside Sl\fSA, central cities, and outside
S:\ISA for 1978 as shown in Table 23 was made
on the basis of an extrapolation of historical
percentage shares.

Summary oj Housing Construction Needs
A summary of United States housing construction needs for the ten-year period 1968 to 1978 IS
given in Table 28. The table presents estima[es
for two major categories of construction neednew standard units and replacement or rehabilitation of substandard units. The requirement for
new units, of course, derives primarily from new
household formation which is anticipated to be
13.4 million during the ten-year period. In addition, an allowance of 4.6 million units is made
for an adequate level of vacancies and for replacing removals of standard units from the housing
inventory. Taken as a whole these estimates
result in a need for 18 million new units.
Estimates of the need for rehabilitation or replacement of substandard units are made on the

will become substandard during 1968-78.

TABLE 27. Derivation of Estimates of Occupied Substandard Housing Unitsâ1966 and 1978 (Thousands of Units)

dilapidation and rehabilitation will remove 440

TABLE 26. Estimated Changes in Substandard Units
-1960 to 1978 (Thousands of Units)
Type

thousand additional substandard units.* It has

1960-66

1967-1978

been estimated elsewhere (Reference 3) that the

total deterioration from standard to substandard

in the same period will be approximately 2 mil-

lion units.

Table 27 shows the derivation of estimates

of occupied substandard housing units for 1966

Removals
of Substandard
Units
Net effect
of repair

Dilap
NDIP

ALL

Dilap
NDIP

ALL

600
480
1080
+180
-1380
-1200

1100
880
1980
+360
-800
-440

-This upgrading is substantially smaller than in the
past because both the number of units left to upgrade
and the rate at which they are upgraded diminish.
- -The estimate for 1978 includes only those substandard
units in ('xistence in 1966 and consequently does not in·
c1ude the approximately two million standard units which
will become substandard during 1968-78.

and 1978.** The basic approach was to adjust the

1960 base data on occupied substandard housing

TABLE 27.

Derivation of Estimates of Occupied Substandard Housing Units-1966 and 1978 (Thousands of Units)

units by introducing changes in removals, repairs,

1960 *
Base

and deterioration for the intervening time pe-

riods. The resulting estimates are shown in the

last two columns of Table 23.

The allocation of substandard units among the

categories inside SMSA, central cities, and outside

Total
Dilap
NDIP

SMSA for 1978 as shown in Table 23 was made

SOURCE:
on the basis of an extrapolation of historical

9007
3083
5924

Less Changes: 1960-66 **
Recairs and
Removals
De erioration

1080
600
480

Less Changes: 1967-78 **
1966
Estimate
Removals

1200

6727
2663
4064

(180)

1380

A summary of United States housing construc-

tion needs for the ten-year period 1968 to 1978 is

given in Table 28. The table presents estimates

for two major categories of construction needâ

440
(360)
800

* Table 25.
** Table 26.

percentage shares.

Summary of Housing Construction Needs

1980
1100
880

Repairs and
Deterioration

Dig iz

U.S. Homing Needs
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1978
Estimate

4307
1923
2384

basis of the number of occupied substandard

units in the 1966 inventory and an estimate of

the number of standard units becoming substand-

ard during the 1968-1978 period. The former

estimate consists of two parts: (1) replacement of

net removals of substandard units which is a

portion of anticipated total net removals dis-

cussed previously in this section; and (2) other

substandard units in the inventory in 1966 which

is the balance of the total of 6.7 million occupied

substandard units in inventory at the end of 1966.

In concluding the analysis it is pertinent to

note that the estimate of 7.5 million noneffective

demand households for 1978, given in Section 4,

compares with the estimate of 8.7 million sub-

standard units requiring replacement or rehabili-

tation. The correspondence is even greater if an

allowance is made for the replacement or reha-

bilitation of at least one million substandard

units through free market actions.

Estimates of housing construction occurring in

metropolitan areas now can be made. First, of the

estimated 13.4 million new households, 10.6

million are projected for residence inside SMSAs.

If we also assume that the required percentage

allowance for vacancies is the same both inside

and outside SMSAs, this leads to an estimate of

a 1.2 million unit allowance for vacancies in

metropolitan areas.

To estimate the number of metropolitan sub-

standard units in the 1966 inventory, it is con-

venient to organize specific data on substandard

units from Tables 25 and 26 as shown in the

following tables.

TABLE 28. U.S. Housing Construction Needsâ

1968 to 1978 (Millions of Units)

Construction of New Standard Units

Units for new households 13.4

basis of the number of occupied substandard
units in the 1966 inventory and an estimate of
the number of standard units becoming substandard during the 1968-1978 period. The former
estimate consists of two parts: (I) replacement of
net removals of substandard units which is a
portion of anticipated total net removals discussed previously in this section; and (2) other
substandard units in the inventory in 1966 which
is the balance of the total of 6.7 million occupied
substandard units in inventory at the end of 1966.
In concluding the analysis it is pertinent to
note that the estimate of 7.5 million noneffective
demand households for 1978, given in Section 4,
compares with the estimate of 8.7 million substandard units requiring replacement or rehabilitation. The correspondence is even greater if an
allowance is made for the replacement or rehabilitation of at least one million substandard
units through free market actions.
Estimates of housing construction occurring in
metropolitan areas now can be made. First, of the
estimated 13.4 million new households, 10.6
million are projected for residence inside SMSAs.
If we also assume that the required percentage
allowance for vacancies is the same both inside
and outside SMSAs, this leads to an estimate of
a 1.2 million unit allowance for vacancies in
metropolitan areas.
To estimate the number of metropolitan substandard units in the 1966 inventory, it is convenient to organize specific data on substandard
units from Tables 25 and 26 as shown in the
following tables.

Replacement of net removals

of standard units 3.0

Allowance for vacancies 1.6

Subtotal 18.0

Replacement or Rehabilitation of

Substandard Units

Units becoming substandard

during 1968-78 2.0

Replacement of net removals 2.0

Other substandard units in the

inventory in 1966 4.7

Subtotal 8.7

Total Construction Needs 26.7

TABLE 29. Decrease in Substandard Units, 1960-66

TABLE 30. Estimated Substandard Housing by

Classification and Locationâ1966 (Thousands of Units)

TABLE 28. U.S. Housing Construction Needs1968 to 1978 (Millions of Units)
Construction of New Standard Units
Units for new households
Replacement of net removals
of standard units
Allowance for vacancies
Subtotal
Replacement or Rehabilitation of
Substandard Units
Units becoming substandard
during 1968-78
Replacement of net removals
Other substandard units in the
inventory in 1966
Subtotal
Total Construction Needs

13.4
3.0

1.6

18.0

2.0
2.0
4.7

8.7
26.7

Number of Substandard

Unitsâ1960

TABLE 29.

Decrease in Substandard Units, 1960-66

Inside Outside Total

Number of Substandard
Units-1960
Inside Outside Total
SMSA SMSA

SMSA SMSA

DIL

NDIP

Total Sub-

standard

1096

1665

OIL
NDIP
Total Substandard

1966
Total

Percentage
Decrease

1096
1665

1987
4259

3083
5924

2663
4064

13.6
31.4

2761

6246

9007

6727

25.3

TABLE 30. Estimated Substandard Housing by
Classification and Location-1966 (Thousands of Units)

3083

5924

1966

Total

Dig iz

u .s. H ous,illg Nee ds

Outside SMSAs

Totlll

946
1142
2088

1717
2922
4639

2663
4064
6727

OIL
NOIP
TOTAL

TABLE 31. Metropolitan Housing Construction Needs
-1968-1978 (Millions of Units)
Units for new households
Replacement of net removals of standard units
Allowance for vacancies
Units becoming substandard during 1968-1978
Substandard units in the 1966 inventory
TOTAL

10.6
2.1
1.2
1.4
2.1

17A

If we assume the percen tage decrease for the
dilapidated and NDIP classifications is the same
both inside and outside SMSAs, the estimates
shown in Table 30 can be made.
Thus, it is estimated that of the 6.7 million
substandard units in the 1966 inventory, 2.1
million were inside SMSAs.
The final step was to estimate the number of
removals of standard units and the number of
units becoming substandard during 1968-78 that
will be located in metropolitan areas. This was
done by multiplying the numbers of these units
by the percentage of standard housing units located in metropolitan areas in 1978 (estimated
to be 70 percent). This calculation yields the
estimates shown in Table 31.

Appendix A
Methodology for Household
Projections
A requirement of the analysis of housing demand was to develop household projections by
income for white and nonwhite households for
those headed by the elderly and nonelderly, and
for households of a given family size. These are
categorized further by metropolitan and nonmetropolitan residence for various geographic
locations in the United States.
Projection

0/

Houaeholda

The first step was to forecast the total number
of households appropriate to each of the above
classifications. While it might be thought that
such projections would be available in standard
demographic references, this did not prove to be
the case. The two references which came closest
to our requirements were Bureau of the Census
Current Population Reports, Series P-25, No. 360

1987

4259

Inside SMSAs
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and P-25, No. 387 (References 9 and 10). Pam-

phlet P-25, No. 360 provides U. S. projections

of households by age of head based on two differ-

ent assumptions (population Scries I and II)

about household formation. However, there is

no breakdown by race, household size, or geo-

graphic location. Pamphlet P-25, No. 387 gives

estimates for 1965 and projections for 1970 and

1975 of the number of households in each state,

census division, and region. Again there is no

categorization by age of head, race, or household

size.

Therefore, it was necessary to develop an orig-

inal model to project the number of households

by age, race, household size, and metropolitan-

nonmetropolitan residence for each Census Divi-

sion. The approach taken was to project (1)

white and nonwhite population by age for each

of the categories listed above, and (2) national

white and nonwhite age-specific headship rates.

For each age bracket, the population was then

multiplied by the appropriate headship rate to

obtain an estimate of the number of households

for a given year. Because of requirements for

subsequent analyses, three classifications of house-

holds were used: husband-wife primary families,

other primary families, and households headed

by primary individuals. The age breaks provided

are: under 25, 25 to 44, 45 to 64, and 65 and over.

Population by Age

References 11 and 12 provided the basic data

for generating population by age for each census

and P-25, No. 387 (References 9 and 10). Pamphlet P-25, No. 360 provides U. S. projections
of households by age of head based on two different assumptions (population Series I and II)
about household formation. However, there is
no breakdown by race, household size, or geographic location. Pamphlet P-25, No. 387 gives
estimates for 1965 and projections for 1970 and
1975 of the number of households in each state,
census division, and region. Again there is no
categorization by age of head, race, or household
size.
Therefore, it was necessary to develop an original model to project the number of households
by age, race, household size, and metropolitannonmetropolitan residence for each Census Division. The approach taken was to project (I)
white and nonwhite population by age for each
of the categories listed above, and (2) national
white and nonwhite age-specific headship rates.
For each age bracket, the population was then
multiplied by the appropriate headship rate to
obtain an estimate of the number of households
for a given year. Because of requirements for
subsequent analyses, three classifications of households were used: husband-wife primary families,
other primary families, and households headed
by primary individuals. The age breaks provided
are: under 25, 25 to 44, 45 to 64, and 65 and over.

division for any year between 1966 and 1985.

Projections by division are given for 1965, 1970,

1975, 1980, and 1985 in Reference 12 and for the

entire United States for each year between 1966

and 1990 in Reference 11. These were linearly

interpolated and then scaled so that the sum of

the divisional projections for each year equaled

the national projection.

There is a choice of population series in these

two Census documents. The results of this report

are based on Series I-B which assumes that "mi-

gration rates will continue within the range ob-

served in 1955-60 and 1960-65" (Interstate Migra-

tion Assumption I) and that there will be a

"moderate increase from present levels" in na-

tional fertility (National Fertility Assumption

B).* The I-B assumption taken for present pur-

poses is one of the four available which leads to

*Three other assumptions could have been used (or

could be used in further analyses) selected from combina-

the largest housing demand nationally, yields

the greatest demand for housing locally in those

regions that will experience the heaviest net im-

migration, and correspondingly yields the great-

est number of vacancies in the regions that will

experience net population loss.

The next step was to provide a white-non-

white break in the population projection by

age. Reference 12 gives Series I-B projections

Population by Age

References II and 12 provided the basic data
for generating population by age for each census
division for any year between 1966 and 1985.
Projections by division are given for 1965, 1970,
1975, 1980, and 1985 in Reference 12 and for the
entire United States for each year between 1966
and 1990 in Reference II. These were linearly
interpolated and then scaled so that the sum of
the divisional projections for each year equaled
the national projection.
There is a choice of population series in these
two Census documents. The results of this report
are based on Series I-B which assumes that "mi-

gration rates will continue within the range observed in 1955-60 and 1960-65" (Interstate Migration Assumption I) and that there will be a
"moderate increase from present levels" in national fertility (National Fertility Assumption
B).· The I-B assumption taken for present purposes is one of the four available which leads to

of nonwhite population by ageâfor states with

a nonwhite population of 250,000 or more in

1960âfor the years 1975 and 1985. Unfortu-

-Three other assumptions could l:.ave been used (or
could be used in further anal}'ses) selected from combina·

nately, this document gives nonwhite population

projections by age for only 22 states and the

District of Columbia. No data are given for any

of the states in the New England and Mountain

Divisions. Only in the Middle Atlantic Division

arc all states included.

u.s. Housing N eeds

the largest housing demand nationally, yields
the greatest demand for housing locally in those
regions that will experience the heaviest net immigration, and correspondingly yields the greatest number of vacancies in the regions that will
experience net population loss.
The next step was to provide a white-nonwhite break in the population projection by
age. Reference 12 gives Series I-B projections
of nonwhite population by age-for states with
a nonwhite population of 250,000 or more in
1960-for the years 1975 and 1985. Unfortunately, this document gives nonwhite population
projections by age for only 22 states and the
District of Columbia. No data are given for any
of the states in the New England and Mountain
Divisions. Only in the Middle Atlantic Division
are all states included.
To close these data gaps, we assumed that the
proportion of nonwhites in the New England
and Mountain Divisions remains constant over
the period under study. Since nonwhite households for the United States as a whole and for
the ~liddle Atlantic Division are available as
noted, the total number of nonwhite households
in the remaining six divisions were obtained by
subtraction. Also, the 22 states with substantial
nonwhite populations for which data are given
were summed by division and also totaled. The
results by division were then scaled in order to
make the two totals agree.
Age-Specific Headship Rates

Reference 9 gives two projections of the total
number of households in the United States by
age of head for each year between 1967 and 1975
and for 1980 and 1985. Both of these projections
(Series I and 2) are based on the Series B population projections published in Reference II. Both
reAect assumptions of "no general war or other
catastrophe in the projection period" and are
believed to be "consistent with conditions of
high employment." Series I household projec-

tions, the higher series, was adopted for the purposes of this analysis. This series reflects a projection of the age-sex-marital status trends in net
household formation exhibited between 1957
lions of the olher migration and national fertility assumptions, namely Interstate Migration Assumption II-"mi·
gration rates will change from recent levels so as to result
in no lIet migration among states in 50 years" and National
Fertility Assumption D-"national fertility will experience
a continued decline from present le\'els."

riginal from
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and 1964 for primary families and between 1957
and 1965 for primary individuals. The adoption
of the Series I projections is consistent with the
population projection assumptions both technicall y and from the standpoint of providing
household project ion s ..... h ich correspond to a
" maximum" demand placed on the housing
stock.
The na t ional agc-specific headship ra tes were
projected in the following way. Reference II pro.
vided projections (Series B) of total U. S. white
and nonwhite population (or each year bet .....een
1966 and 1985 together ..... ith corresponding projections by age for 1966, 1970, 1975, 1980. and
1985. These projections were linearly interpolated for each missing year and the interpolated estimates ;uljusted proportionately so
that the slim of population over all 3ge brackets
equaled the input popu lation fo r each year. This
W;IS si milarly done fo.· lhe Series I projections of
households taken from Reference 9. The interpolated hou sehold projections were then separated into white and nonwhite households as
follows. Th e percentage of white household heads
was taken to be proportional to the percentage
of the projected white population 18 years and
o\'er. The constant of proportionality, based on
an analysis of 1960 ce nsus data, accou nts for the
fact that si nce while households tend to be
sma ller than nonwhite households, the number
of white households in relation to per capita
white population is greater than that for no nwhite homeholds. Once the estimated percentage
of white household heads is determined, it is
subtracted from 100 to determine the percentage
of nonwhite household heads.
In th is way, households by age of head for each
year are diyicied intO white and nonwhite house·
holds and are dalSified as ( I) husba nd·wife primary famili es, (2) other male or female head
primary famili es, and (3) households headed by
primary individuals. The number o f white and
nonwhite households in each age-of-head category
are then separated according to the white and
nonwh ite popu lation in the corresponding age
bracket, thus generating age.specific headship
rates for each year between 1966 and 1985. The
age·specific headship ratcs for all households
are calculated be(ore Ihe white-nonwhite break
is made.

Divisional Project ions of H Ollseholds
by Age 01 H efld
With the total white and nonwhite population

projected by age for Ihe Un ited Stales and for
each census division. and with national white and
nonwhite age-specific headship rates projected
for each year ~twee n 1966 and 1985; the head·
ship rates were applied to the population pro·
jections. rhis yields a li nt approximation ot Ihe
number of white and nonwhite households by
age of head for the United States and for an)'
particular census diyision for all yean betwet>n
1966 and 1985.
It was found , however, that nalional headship
rates were not entirel y \3tisfaaor) for producing
divisional projections of hOll!leholds by age. This
is particularly true for primary individuah. for
some divisions. the calwlation produced differences in the percent of the total population that
were pri mary individuals between 1960 and 1968;
for example, those lint could not be explainf'li
by difrerences in age distributions, whid\ were.
in fact , quite similar. Therefore, it was concluded
tha t national headship rates were not necessarily
usable predictors of primary individuals for di\isional projections. The e..ror introdUced in primary fami ly estimates, howc\'er. is of leu consequence.
For the pu rposes of this study, initial projections of primary indh·idual.'ii for divisions were
adjusted to conform with 1960 pauerns, and the
effect of these adjustments distributed proportionately over the other households to kttp the
total number of projected households the same.
What these methodological difficulties point
lip, howeyer, is the need for more dC:lailed demo
ographic studies of regional paltellls of household characteristics. Dh-isional headship rate
projections would have been mon me[ul in this
study if they had been a\'ailable.

H Ollseholds by

HO lIs~//Old

Siu

The projections of households by age of head
provide the input to an anal~sis which converu
the numerical distribution of householcb by age
of head to that of households by household size.
This conversion is a matrix algebraic calculation
in which column ,'ecton of the numerical distri·
bution of households by age of head are multipli ed by matrices which give thc conditional
frequency distribution of household size by age
of head and th us produce column \eCIOn of
the distribution of households by household size.
The household size categories uSf'd were J, 2, 34,
5. and 6 or more persons. The com'ersion rnaOtl~

rum
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trices were calculated from 1960 Census data for

both white and nonwhite households.

Constraints placed on the analysis by the na-

ture of the census data necessitated the use of

different age of head categories for husband-

wife primary families, other primary families,

and households headed by primary individuals.

Data for husband-wife primary families fell into

age of head categories of under 25, 25-44, 45-64,

and 65 and over. Other primary families were

categorized by "under 45" and "45 and over,"

while households headed by primary individuals

trices were calculated from 1960 Census data for
both white and nonwhite households.
Constraints placed on the analysis by the nature of the census data necessitated the use of
different age of head categories for husbandwife primary families, other primary families,
and households headed by primary individuals.
Data for husband-wife primary families fell into
age of head categories of under 25, 25-44, 45-64,
and 65 and over. Other primary families were
categorized by "under 45" and "45 and over,"
while households headed by primary individuals
were not differentiated at all by age in the 1960
census.

were not differentiated at all by age in the 1960

census.

Trend, in Metropolitan Re,idence

Trends in Metropolitan Residence

Households were partitioned by metropolitan

and nonmetropolitan residence after the projec-

tions by size and age of head were made. Trends

were developed for white and nonwhite house-

holds for the Nation, the South, the North, and

the West. In this case the dependence of metro-

politan-nonmetropolitan residence patterns on

household size and age of head were not explicitly

considered. Table A-1 shows the general mag-

nitude of the errors introduced by this important

omission.

Based on 1960 patterns, the assumption used

in this study would seem to lead to a modest

underestimation of the number of white one-

person households of metropolitan residence and

correspondingly to a slight overestimation of

which households had six or more members.

Similarly, it would appear that nonwhite metro-

politan households with five members or less

TABLE A-l. Urbanization Characteristics of

Households in the United Statesâ1960

will be in excess of those projected, while house-

holds of six or more will be less. With respect to

age of head categories, it would appear that both

Households were partitioned by metropolitan
and nonmetropolitan residence after the projections by size and age of head were made. Trends
were developed for white and nonwhite households for the Nation, the South, the North, and
the West. In this case the dependence of metropolitan-nonmetropolitan residence patterns on
household size and age of head were not explicitly
considered. Table A-I shows the general magnitude of the errors introduced by this important
omission.
Based on 1960 patterns, the assumption used
in this study would seem to lead to a modest
underestimation of the number of white oneperson households of metropolitan residence and
correspondingly to a slight overestimation of
which households had six or more members.
Similarly, it would appear that nonwhite metropolitan households with five members or less

white and nonwhite one-member households in

metropolitan areas will be overstated in the ana-

lysis; while for two-or-more person metropolitan

households, those with heads 65 and over will be

understated for nonwhite households but over-

stated for white households. Furthermore, the

TABLE A-I. Urbanization Characteristics of
Households in the United States-1960
By Household Size
Household
Size

Percent Residing Inside SMSAs
White
Nonwhite

discrepancies in the degree of urbanization by

age of head with respect to the national average

are more serious than those by household size.

While our results do not reflect the possible

differences in urbanization by age and household

size indicated in the analysis above, these adjust-

1
2
3-4

5

6

All Households

67.3
63.3
64.5
63.2
58.0
63.7

70.8
69.9
7l.2
69.0
58.3

will be in excess of those projected, while households of six or more will be less. With respect to
age of head categories, it would appear that both
white and nonwhite one-member households in
metropolitan areas will be overstated in the analysis; while for two-or-more person metropolitan
households, those with heads 65 and over will be
understated for nonwhite households but overstated for white households. Furthermore, the
discrepancies in the degree of urbanization by
age of head with respect to the national average
are more serious than those by household size.
While our results do not reflect the possible
differences in urbanization by age and household
size indicated in the analysis above, these adjustments could be readily made if one were willing
to assume that the 1960 patterns will prevail in
the future. However, the percentages presented
above would be appropriate only for national
estimates. Adjustment of divisional estimates or,
for that matter, any local estimates would require
a separate analysis of the local urbanization
patterns.
The trends in metropolitan residency were established assuming that the average annual increase in the percentage of metropolitan residence would continue as it did in the period
between 1960 and 1966 (about 0.3 percent for
whites and I percent for nonwhites [Reference
13] as opposed to about 0.6 percent and 1.5
percent for whites and nonwhites in the period
between 1950 and 1960). This yields the national projection percentages of urbanization for
white and nonwhite population as shown in
Table A-2.
However, there has been a considerable difference in the metropolitanization of the South as
compared to the rest of the Nation over the
sixteen years from 1950 to 1966; both the white
and nonwhite population have been divided
nearly evenly between metropolitan and nonmetropolitan residence. It was assumed that this
persistent pattern would continue. Using this

67.8

ments could be readily made if one were willing

to assume that the 1960 patterns will prevail in

the future. However, the percentages presented

above would be appropriate only for national

estimates. Adjustment of divisional estimates or,

for that matter, any local estimates would require

One Person Households by Age
Percent Residing Inside SMSAs
Age of
Head
White
Nonwhite

TABLE A-2. Percentage of Population Residing inside
SMSAs (Actual through 1966; Projected to 1978)

Under 65
65 and over
All Households

Year

72.6
59.9
67.2

77.3
56.9
7l.8

a separate analysis of the local urbanization

patterns.

The trends in metropolitan residency were es-

tablished assuming that the average annual in-

crease in the percentage of metropolitan resi-

dence would continue as it did in the period

Two-and-More Persons Households by A~e
Age of
Percent Residing Inside SMSAs
Head
White
Nonwhite

Under 65
65 and over
All Households

63.9
12.5
64.9

72.2
54.7
70.1

1950
1960
1966
1968
1970
1972
1974
1976
1978

White

59.4
62.8

55.5
64.4
68.3
69.7

65.6
65.9
66.3

12.5
73.9
75.4
76.9

64.0
64.4
64.8
65.2

between 1960 and 1966 (about 0.3 percent for

whites and 1 percent for nonwhites [Reference

13] as opposed to about 0.6 percent and 1.5

percent for whites and nonwhites in the period

between 1950 and 1960). This yields the na-

tional projection percentages of urbanization for

white and nonwhite population as shown in
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71.1

assumption and population projections for the

South, together with the projected national esti-

mates previously discussed, the projections of

urbanization as shown in Table A-3 were devel-

oped for the North and West.

It was found that the application of regional

projections of urbanization trends to individual

divisions within a region would result in sub-

stantial errors. Consider, for example, Table A-4

which shows the percentage of households that

resided inside SMSAs in 1960. Therefore, the

regional trends were adjusted for each division in

the following manner.

It was assumed, beginning with actual 1960

data, that each division in the North and West

tended to approach 100 percent urbanization

asymptotically at the same rate as the regional

trend. For the East South Central Division, the

only one of the four divisions studied not in the

North or West, it was assumed that the 1960

urbanization patterns would prevail. The result-

ing projected percentages for metropolitan resi-

dence are shown in Table A-5. If anything, the

approach taken in deriving these projections

probably tends to understate projected urban-

ization in the East South Central Division and

overstate it (though not too seriously) for the

three divisions analyzed in the North and West.

TABLE A-3. Percentage of Population Residing inside

SMSAs for the North and West

assumption and population projections for the
South, together with the projected national estimates previously discussed, the projections of
urbanization as shown in Table A-3 were developed for the North and West.
It was found that the application of regional
projections of urbanization trends to individual
divisions within a region would result in substantial errors. Consider, for example, Table A-4
which shows the percentage of households that
resided inside SMSAs in 1960. Therefore, the
regional trends were adjusted for each division in
the following manner.
It was assumed, beginning with actual 1960
data, that each division in the North and West
tended to approach 100 percent urbanization
asymptotically at the same rate as the regional
trend. For the East South Central Division, the
only one of the four divisions studied not in the
North or West, it was assumed that the 1960
urbanization patterns would prevail. The resulting projected percentages for metropolitan residence are shown in Table A-5. If anything, the
approach taken in deriving these projections
probably tends to understate projected urbanization in the East South Central Division and
overstate it (though not too seriously) for the
three divisions analyzed in the North and West.

(Actual through 1966; Projected to 1978)

TABLE A-6. Percent of Income Allotted for Rent by

Income Class for Residents of Metropolitan Areasâ1960

1950

TABLE A-3. Percentage of Population Residing inside
SMSAs for the North and West
(Actual through 1966; Projected to 1978)

1960

1966

1968

1978

Year

1950

1960

1966

1968

1978

White
Nonwhite

63
64

69
90

70
93

71
94

74
96

White 63

69

70

71 74

TABLE A-4. Percentage of Households Residing
inside SMSAs in 1960
Division/Region

White

Nonwhite

E. So. Central
W. So. Central
So. Atlantic
South
New England
Middle Atlantic
E. No. Central
W. No. Central
Mountain
Pacific
North and West

38.5
53.7
52.8
50.2
70.7
81.5
65.1
42.3
49.7
79.6
68.9

40.4
52.0
50.1
49.0
91.0
95.5
94.0
77.5
47.3
86.4
90.2

Nonwhite 64

90

93

94 96

TABLE A-4. Percentage of Households Residing

inside SMSAs in 1960

Division/Region

White

Nonwhite

E. So. Central

38.5

40.4

W. So. Central

TABLE A-5. Estimated Percentage of Households
Residing inside SMSAs (Actual for 1960)

53.7

52.0

Year

Middle
Atlantic

So. Atlantic

52.8

1960

50.1

South

1968

50.2

1978
49.0

White
Nonwhite
White
Nonwhite
White
Nonwhite

81.5
95.5
82.2
97.0
84.6
98.2

Census Division
East No. East So.
Central Central Pacific

65.1
94.0
68.3
95.9
72.8
97.5

38.5
40.4
38.5
40.4
38.5
40.4

79.6
86.6
80.3
91.0
83.0
94.5

U.S.

62.8
64.4
64.4
69.7
66.3
76.9

TABLE A-S. Percent of Income Allotted for Rent by
Income Class for Residents of Metropolitan Areas-1960
Annual
Income
($1000)

Under 2.0
2.0-2.9
3.0-3.9
4.0-4.9
5.0-5.9
6.0-6.9
7.0-9.9
Over 10.0

White Head of Household Percent of Income for Rent
Less
More
than 10 10--14 15-19 20--24 25-34 than 35

0.2
0.9
2.1
3.9
6.3
10.4
21.5
52.5

0.6
4.2
8.7
16.4
26.0
36.0
45.4
34.1

1.8
9.7
20.2
30.6
35.7
34.3
23.5
9.9

91.0

Middle Atlantic

81.5

95.5

E. No. Central
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10.9
32.6
31.6
18.9
9.8
5.4
2.2
0.9

83.1
37.4
13.0
4.1
1.7
0.8
0.4
0.2

11.9
32.1
28.4
16.3
8.0
3.2
1.1
0.2

SO.7
31.6
10.0
2.8
0.9
0.4
0.2
0.2

Nonwhite Head of Household
Under 2.0
2.0-2.9
3.0-3.9
4.0-4.9
5.0-5.9
6.0-6.9
7.0-9.9
Over 10.0

0.3
1.4
2.9
5.0
8.0
14.1
27.9
64.9

0.8
5.2
10.9
19.4
29.5
40.1
47.1
28.8

2.2
12.1
23.3
32.1
35.3
31.5
19.5
5.3

4.1
17.6
24.5
24.4
18.3
10.7
4.2
0.6

Appendix B
Glossary
HOUSING UNIT. A house, an apartment or
other group of rooms, or a single room occupied
as a separate living quarters by a family or other
group of persons, or a person living alone.
A unit is "separately" occupied if its occupants
do not live and eat with any other persons in
the structure and there is either (I) direct access
from the outside or through a common hall, or
(2) cooking equipment for exclusive use of the
occupants.
If living quarters are occupied by five or more
persons unrelated to the head of the household,
such as a dormitory, it is called group quarters
and not a housing unit. These quarters are not
included in the housing inventory.
HOUSEHOLD. All persons who occupy a housing unit. (The count of occupied housing units
is the same as the count of households.)
VACANCY RATE. The percentage relationship
between vacant units available for sale or rent
and the total corresponding inventory of housing
units. For example, the homeowner vacancy rate
is arrived at by dividing the vacant units available for sale by the total homeowner inventory
(owner-occupied units plus vacant units available
for sale).
DILAPIDATED HOUSING. A unit that does
not provide safe and adequate shelter and in its
present condition endangers the health, safety,
or well-being of the occupants. Such housing has

New England
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3.4
15.2
24.4
26.1
20.5
13.1
7.0
2.4
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one or more critical defects; or has a combination

of intermediate defects in sufficient number or

extent to require considerable repair or rebuild-

ing; or is of inadequate original construction.

The defects are either so critical or so widespread

that the structure should be extensively repaired,

rebuilt, or torn down. Examples of critical defects

are: holes, open cracks, or rotted, loose, or miss-

ing material (clapboard siding, shingles, bricks,

concrete, tile, plaster, or floorboards) over a large

area of the foundation, walls, roof, floors, or

ceilings; substantial sagging of floors, walls, or

roof; and extensive damage by storm, fire or

flood. (If not dilapidated, a housing unit is either

sound or deteriorating.)

SOUND HOUSING. A unit that has no defects

or only slight defects which normally are cor-

rected during the course of regular maintenance.

Examples of slight defects are: lack of paint;

slight wear on floors, doorsills . . .; and broken

gutters or downspouts.

DETERIORATING HOUSING. A unit that

needs more repair than would be provided in the

course of regular maintenance. Such housing has

one or more defects of an intermediate nature

that must be corrected if the unit is to continue

to provide safe and adequate shelter. Some exam-

ples of intermediate defects are: broken or loose

stair treads, missing bricks, and several broken or

missing windowpanes.

SUBSTANDARD HOUSING. A (1) dilapidated

unit or (2) one that is sound or deteriorating but

lacks running hot water or some plumbing facili-

ties. The abbreviation NDIP is used throughout

this report to describe the units in group (2)â

not dilapidated but with inadequate plumbing.

CONVERSIONS. Creation of two or more units

from fewer units through structural alteration or

change in use.

MERGERS. Combination of two or more units

into fewer units through structural alteration or

change in use.

UNITS LOST THROUGH OTHER MEANS.

Any unit which existed at one point of time and

was subsequently lost to the housing inventory

through means other than through demolition or

merger.

UNITS ADDED THROUGH OTHER

SOURCES. Any unit added to the inventory

between any point in time and a subsequent

time which is not specifically covered under the

heading of new construction or conversion.

NET REMOVALS. The net effect on the hous-

ing inventory, during a specified time period,

of all changes other than new housing starts, i.e.,

housing units taken from the stock less those

created by means other than housing starts. The

one or more critical defects; or has a combination
of intermediate defects in sufficient number or
extent to require considerable repair or rebuilding; or is of inadequate original construction.
The defects are either so critical or so widespread
that the structure should be extensively repaired,
rebuilt, or torn down. Examples of critical defects
are: holes, open cracks, or rotted, loose, or missing material (clapboard siding, shingles, bricks,
concrete, tile, plaster, or Hoorboards) over a large
area of the foundation, walls, roof, Hoors, or
ceilings; substantial sagging of Hoors, walls, or
roof; and extensive damage by storm, fire or
Hood. (If not dilapidated, a housing unit is either
sound or deteriorating.)
SOUND HOUSING. A unit that has no defects
or only slight defects which normally are corrected during the course of regular maintenance.
Examples of slight defects are: lack of paint;
slight wear on Hoors, doorsills ... ; and broken
gutters or downspouts.
DETERIORATING HOUSING. A unit that
needs more repair than would be provided in the
course of regular maintenance. Such housing has
one or more defects of an intermediate nature
that must be corrected if the unit is to continue
to provide safe and adequate shelter. Some examples of intermediate defects are: broken or loose
stair treads, missing bricks, and several broken or
missing windowpanes.
SUBSTANDARD HOUSING. A (1) dilapidated
unit or (2) one that is sound or deteriorating but
lacks running hot water or some plumbing facilities. The abbreviation NDIP is used throughout
this report to describe the units in group (2)not dilapidated but with inadequate plumbing.
CONVERSIONS. Creation of two or more units
from fewer units through structural alteration or
change in use.
MERGERS. Combination of two or more units
into fewer units through structural alteration or
change in use.
UNITS LOST THROUGH OTHER MEANS.
Any unit which existed at one point of time and
was subsequently lost to the housing inventory
through means other than through demolition or
merger.

net can be either negative or positive.

DIVISIONS AND REGIONS. The nine Divi-

sions and four regions for which data are given

in the report are delineated in Map Gl.

STANDARD METROPOLITAN STATISTI-

CAL AREA (AND CENTRAL CITY). The

general concept of a metropolitan area (for pur-

UNITS ADDED THROUGH OTHER
SOURCES. Any unit added to the inventory
between any point in time and a subsequent
time which is not specifically covered under the
heading of new construction or conversion.

NET REMOVALS. The net effect on the housing inventory, during a specified time period,
of all changes other than new housing starts, i.e.,
housing units taken from the stock less those
created by means other than housing starts. The
net can be either negative or positive.
DIVISIONS AND REGIONS. The nine Divisions and four regions for which data are given
in the report are delineated in Map Gl.
ST ANDARD METROPOLITAN STATISTICAL AREA (AND CENTRAL CITY). The
general concept of a metropolitan area (for purposes of defining an SMSA) relates to an area
which is integrated economically and socially
and has at least one city of 50,000 or more inhabitants. The SMSA includes the county of such a
city, called the central city, and adjacent counties
that are economically and socially integrated
with the county of the central city.
The name of the SMSA is that of the largest city
-and two additional cities if the additional cities
have at least 250,000 inhabitants, or a population
of one-third or more of the largest city and a
minimum of 25,000. (Central cities are all those
whose names appear in the SMSA title.)
For purposes of this report the term metropolitan
is taken to be synonymous with inside SMSA.
RENT (OR GROSS RENT). Based on the information reported for contract rent and the cost
of utilities and fuel. Gross rent eliminates differentials which result from varying practices
with respect to the inclusion of utilities and fuel
as part of the rental payment. (The use of the
term rent throughout this report is synonymous
with gross rent.)
NONEFFECTIVE DEMAND HOUSEHOLDS.
Those households which are unable to obtain
standard housing in the market unless they allocate in excess of a specified portion of their income (e.g., 20 percent) to housing. The income
level above which households are assured economically of standard housing is called the critical income.
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Foreword

This report summarizes our analysis of the

nation's housing needs in 1960 and forecasts to

the 1970's. Work performed here is under a con-

tract dated November 29, 1967.

The specific assignment was to analyze national

housing deficiencies in the immediate past as evi-

denced by a scries of factors and within the frame-

work of available data, to forecast housing needs,

taking into account comprehensive demand and

supply changes. In addition, evaluation of a vari-

ety of other aspects of housing activity such as

rehabilitation, vacancies and associated issues has

been undertaken.

A major objective in the present study was to

interpret within the framework of available data

the total housing needs for the nation as these

developed in the recent past and as these are

expected to occur in the period ahead. In this

analysis the full array of market actions and re-

sponsesâat all "grades" in the existing as well as

new stock and at all levels of demandâwere ac-

counted in contrast to housing market studies

which deal only with net demands and supply

increments.

Included was the need and effective demand

for housing among all households and all family

size groupings at all income levels within the

nation's market. Total demand estimates were

keyed to the number, income, and size of house-

holds as well as to other characteristics and to the

ability and indicated willingness of these groups

to pay ownership and rental units. Similarly,

supply factors in this total sense were referenced

to key characteristics of units lost to the inven-

tory during the forecast period as well as new

units which might be added in various price

levels, tenure types and locations in the nation.

The approach used in this analysis is based on

concepts which have been formulated theoreti-

cally for some time. Though comprehensive data

in support of this type of analysis were not fully

available, the kind and quality of data can be

substantially improved through a variety of de-

vices indicated within the report text. Specific

experience in monitoring Unted States housing

needs gained through an accumulation of this

type should aid immeasurably in assessing the

impact of various policies and programs.

Section I describes the approach assumed in

this study and presents detailed summary high-

lights. The full text of the report follows.

Robert Gladstone and Associates

Washington, D. C.

May 1968

I. Study Approach and Summary Findings

Housing policies designed to meet the nation's

needs in the years immediately ahead can be best

formulated against the perspective of recent

trends and an appraisal of probable developments

in the foreseeable future. Retrospective evalua-

tions help to monitor the impact of existing

policies and programs by measuring significant

indexes of housing accomplishments and defi-

Foreword

lights. The full text of the report follows.

This report summarizes our analysis of the
nation's housing needs in 1960 and forecasts to
the 1970's. Work performed here is under a contract dated November 29, 1967.
The specific assignment was to analyze national
housing deficiencies in the immediate past as evidenced by a series of factors and within the framework of available data, to forecast housing needs,
taking into account comprehensive demand and
supply changes. In addition, evaluation of a variety of other aspects of housing activity such as
rehabilitation, vacancies and associated issues has
been undertaken.
A major objective in the present study was to
interpret within the framework of available data
the total housing needs for the nation as these
developed in the recent past and as these are
expected to occur in the period ahead. In this
analysis the full array of market actions and responses-at all "grades" in the existing as well as
new stock and at all levels of demand-were accounted in contrast to housing market studies
which deal only with net demands and supply
increments.
Included was the need and effective demand
for housing among all households and all family
size groupings at all income levels within the
nation's market. Total demand estimates were
keyed to the number, income, and size of households as well as to other characteristics and to the
ability and indicated willingness of these groups
to pay ownership and rental units. Similarly,
supply factors in this total sense were referenced
to key characteristics of units lost to the inventory during the forecast period as well as new
units which might be added in various price
levels, tenure types and locations in the nation.
The approach used in this analysis is based on
concepts which have been formulated theoretically for some time. Though comprehensive data
in support of this type of analysis were not fully
available, the kind and quality of data can be
substantially improved through a variety of devices indicated within the report text. Specific
experience in monitoring Vnted States housing
needs gained through an accumulation of this
type should aid immeasurably in assessing the
impact of various policies and programs.
Section I describes the approach assumed in
this study and presents detailed summary high-

Robert Gladstone and Associates
Washington, D. C.
May 1968
I. Study Approach and Summary Findings

Housing policies designed to meet the nation's
needs in the years immediately ahead can be best
formulated against the perspective of recent
trends and an appraisal of probable developments
in the foreseeable future. Retrospective evaluations help to monitor the impact of existing
policies and programs by measuring significant
indexes of housing accomplishments and deficiencies. Prospective investigations suggest developments likely to occur under the present scheme
of things. These studies highlight problem areas
and housing issues in order that both meaningful
policy objectives and programs may be established and designed.
This analysis of the nation's housing needs to
1975 builds on an examination of past trends as
well as probable future residential developments.
While this approach is not unique, the more traditional housing studies have stressed incremental
changes. The evaluation reflected here of projected national housing needs deals with aggregate demand profiles for all households to be
accommodated and the total housing stock to
provide necessary shelter. Comprehensive cross
sections covering the full range of market forces
have been articulated for the target year and specificalty related to one another.
The juxtaposition of the "people" and the
"brick and mortar" sides of the housing equation
is at the heart of this approach. Based on examination of past trends and forecasts keyed to
authoritative sources, a complex framework simulating the nation's housing market has been
fashioned using as key inputs two fundamental
supports, people and stock. Before households
(people) and units (stock) were interrelated. the
most significant characteristics of each were fully
articulated.
Interfacing projected national households with
the housing supply anticipated by 1975 has
pointed up a series of critical housing needs. In
our judgment these needs, detailed in Section III
of this report, will occur unless specific actions
are taken to alter the scale and characteristics of
housing likely to be added to the country's inventory in the period ahead. In brief, intervention
into the present "system" is required if the prob-

ciencies. Prospective investigations suggest devel-

opments likely to occur under the present scheme

of things. These studies highlight problem areas

and housing issues in order that both meaningful

policy objectives and programs may be estab-

lished and designed.
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lems forecast for 1975 are to be ameliorated.

Methods and techniques employed in this study

of the nation's housing needs are described in

lems forecast for 1975 are to be ameliorated.
Methods and techniques employed in this study
of the nation's housing needs are described in
general terms below. A detailed outline of
methodology together with salient findings is
presented in Section III of this report.

general terms below. A detailed outline of

methodology together with salient findings is

presented in Section III of this report.

A.. Study Methodology

A. Study Methodology

The approach used in this examination of the

nation's housing needs covered two major phases

aimed at isolating and measuring key housing

problems. At the outset, background housing

trends for the nation were analyzed to identify

patterns of housing need and to establish basic

relationships that would be useful in the subse-

quent projection stage. Following the parallel

lines of analysis recurrent throughout the entire

study, household and housing stock were exam-

ined in detail. Section II addresses the nation's

housing needs in 1960.

Projections of the nation's housing needs to

1975 comprise the study's second major element.

Prospective household and supply profiles for the

target year were analyzed based on expected

trends and population and income forecasts devel-

oped for the nation, metropolitan and non-metro-

politan areas. As previously noted, projections of

household demand and housing supply in the

United States to 1975 may be found in Section

III. In addition, comparable forecasts to 1978,

a decade hence, are set forth in the same section.

Detailed housing needs projected for the 1970's

and principal groups affected by these needs are

The approach used in this examination of the
nation's housing needs covered two major phases
aimed at isolating and measuring key housing
problems. At the outset, background housing
trends for the nation were analyzed to identify
patterns of housing need and to establish basic
relationships that would be useful in the subsequent projection stage. Following the parallel
lines of analysis recurrent throughout the entire
study, household and housing stock were examined in detail. Section II addresses the nation's
housing needs in 1960.
Projections of the nation's housing needs to
1975 comprise the study's second major element.
Prospective household and supply profiles for the
target year were analyzed based on expected
trends and population and income forecasts developed for the nation, metropolitan and non-metro·
politan areas. As previously noted, projections of

methods and techniques relating to the trend and

projection analysis phases are discussed briefly.

1. Trend Analysis

Analysis of this phase concentrated on house-

hold size, race, and other relevant characteristics

âall part of the population side of the housing

equation. Tabulations related to changes within

and between each of these market cross sections

were examined. Data were aggregated by major

geographical areas as noted further in this report.

nation's households by race and size are predi-

United States to 1975 may be found in Section
III. In addition, comparable forecasts to 1978,
a decade hence, are set forth in the same section.
Detailed housing #needs projected for the 1970's
and principal groups affected by these needs are
discussed in Section IV.
In the paragraphs which immediately follow,
methods and techniques relating to the trend and
projection analysis phases are discussed briefly.

cated on average household size, supplemented by
analysis of headship patterns. Forecasts for the
nation's population and households prepared by
the United States Bureau of Census served as the
basis for these projections. Average household
size, migration, birth and death rates were also
evaluated; and a household forecast of 69 million,
about mid.way between Census Series I and II
projections, was also selected. Major assumptions
underlying this estimate include: continuing,
through more gradual, declines in average household size than in the recent past; declining birth
rates as substantiated by recent Census Bureau
releases; continuing increases in elderly households (consisting of one and two persons) through
sustained gains in life sciences; and, continuing
relaxation in family doubling as per 1950-60
trends.
b. Household Income Distribution. Household
income distributions for the United States are
based on trend analysis of income movements
during the early 1960's, reflected in United States
Census material and those prepared by other
agencies such as the Office of Economic Opportunity. Shif~it;lg income patterns were noted
nglnal from
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Household income distribution patterns for the

nation, metropolitan and non-metropolitan areas,

were analyzed in conjunction with size and race

of household. This material was directly useful

in providing a basis for income distribution pro-

jections in subsequent study phases.

Major housing elements traced in time series

included occupancy, vacancy, condition of units,

value, rent, and space factors. Inventory changes

by component also were studied to isolate further

the major sources of unit disappearances and

additions against household and housing changes

in the last decennial decade.

Data for the trend analysis were drawn pri-

marily from the United States Censuses of Popu-

lation and Housing. Supplementary information

was obtained from materials published by other

sources as enumerated in Section III. Deficiencies

in available data, especially with reference to

characteristics of supply changes in the 1960's,

1. Trend Analysis
Analysis of this phase concentrated on household size, race, and other relevant characteristics
-all part of the population side of the housing
equation. Tabulations related to changes within
and between each of these market cross sections
were examined. Data were aggregated by major
geographical areas as noted further in this report.
Household income distribution patterns for the
nation, metropolitan and non-metropolitan areas,
were analyzed in conjunction with size and race
of household. This material was directly useful
in providing a basis for income distribution projections in subsequent study phases.
Major housing elements traced in time series

necessitated limiting certain study phases.

2. Projection Phase

Projections of the nation's housing needs to

1975 are based on analysis of five major variables

relating to households and prospective housing

supply conditions. Household projections, income

2. Projection Phase
Projections of the nation's housing needs to
1975 are based on analysis of five major variables
relating to households and prospective housing
supply conditions. Household projections, income
and shel ter income ratios were examined to determine the scope and character of housing demand
for the target years. Supply characteristics were
analyzed with respect to housing removals and
additions anticipated between 1960 and 1975. A
brief discussion of each of these analytic steps
follows.
a. Household Projections. Projections of the

household demand and housing supply in the

discussed in Section IV.

In the paragraphs which immediately follow,

included occupancy, vacancy, condition of units,
value, rent, and space factors. Inventory changes
by component also were studied to isolate further
the major sources of unit disappearances and
additions against household and housing changes
in the last decennial decade.
Data for the trend analysis were drawn primarily from the United States Censuses of Population and Housing. Supplementary information
was obtained from materials published by other
sources as enumerated in Section III. Deficiencies
in available data, especially with reference to
characteristics of supply changes in the 1960's,
necessitated limiting certain study phases.
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among discrete income cells for the early portion

of the 1960's. Mean income for these discrete

income brackets together with changes for median

household income were examined and projected

to 1975 on the basis of changes noted for the

early 1960's. This procedure was repeated to ob-

tain income distributions for selected household

size groupings within the nation and for more

comprehensive analysis of income and size char-

acteristics for metropolitan areas to 1975. Major

assumptions here included expectations that an

overall increase in median household income for

both white and non-whites would take place in

line with patterns noted for families and unre-

lated individuals in the first half of the 1960's.

Anticipated household income gains, however,

were assumed at more gradual rates than those

shown for families of two or more persons due to

the projected increase in single person households,

many of which are to be composed of elderly

persons living on fixed incomes. In addition, it

was anticipated that there would be a substantial

increase in the number and proportion of white

and non-white households with incomes over

$10,000. Forecast income gains, it was assumed,

would not be evenly distributed among all house-

holds and by 1975 there would still remain large

numbers and proportions of low income house-

holds, particularly among non-whites.

c. Shelter-income Expenditures. Demand pro-

files to 1975 for the United States were estimated

from housing budget allocation that could rea-

among discrete income cells for the early portion
of the 1960's. Mean income for these discrete
income brackets together with changes for median
household income were examined and projected
to 1975 on the basis of changes noted for the
early 1960's. This procedure was repeated to obtain income distributions for selected household
size groupings within the nation and for more
comprehensive analysis of income and size characteristics for metropolitan areas to 1975. Major
assumptions here included expectations that an
overall increase in median household income for
both white and non-whites would take place in
line with patterns noted for families and unrelated individuals in the first half of the 1960's.
Anticipated household income gains, however,
were assumed at more gradual rates than those
shown for families of two or more persons due to
the projected increase in single person households,
many of which are to be composed of elderly
persons living on fixed incomes. In addition, it
was anticipated that there would be a substantial
increase in the number and proportion of white
and non-white households with incomes over
$10,000. Forecast income gains, it was assumed,
would not be evenly distributed among all households and by 1975 there would still remain large
numbers and proportions of low income hOllseholds, particularly among non-whites.

sonably be expected to be based on household

income distribution. For purpose of analysis,

housing outlays comparable to 1960 patterns

were used as the basis for calculating probable

1975 expenditures within the context of "incre-

mental" needs estimates as detailed further below.

A second method for deriving household outlays

was keyed to shelter-budget standards.

In the final instance, the distribution of shelter

budgets was computed for the target year within

cacli tenureârenter or ownershipâform by "nor-

mative" outlays. The assumption was that each

group would incur housing expenditures com-

parable to patterns by income class found in 1960.

Having obtained a distribution of shelter expen-

ditures by tenure and income class in this fashion,

data were aggregated into rent and value scales

that projected households might "prefer" to pay

for housing in 1975. Application of shelter-budget

standards, the second method utilized for esti-

mating United States housing needs, assumed a

rent-ratio of 25 percent as reflected in the Con-

gressional authorization establishing the rent

supplement program, and a value-ratio of 2i/â >:l

for households earning less than $3,000. While

all special assistance programs do not require

a 25 percent rent income ratio, its application

was used to provide conservative estimates of

housing needs.

The concept of shelter-budget standards was

refined and detailed further in the analysis of

"total" metropolitan renter housing needs where

c. Shelter-income Expenditures. Demand profiles to 1975 for the United States were estimated
from housing budget allocation that could reasonably be expected to be based on household
income distribution. For purpose of analysis,
housing outlays comparable to 1960 patterns
were used as the basis for calculating probable
1975 expenditures within the context of "incremental" needs estimates as detailed further below.
A second method for deriving household outlays
was keyed to shelter-budget standards.
In the final instance, the distribution of shelter
budgets was computed for the target year within
each tenure-renter or ownership-form by "1101"mative" outlays. The assumption was that each
group would incur housing expenditures comparable to patterns by income class found in 1960.
Having obtained a distribution of shelter expenditures by tenure and income class in this fashion,
data were aggregated into rent and value scales
that projected households might "prefer" to pay
for housing in 1975. Application of shelter-budget
standards, the second method utilized for estimating United States housing needs, assumed a

rent-ratio of 25 percent as reflected in the Congressional authorization establishing the rent
supplement program, and a value-ratio of 2Y:z: I
for households earning less than $3,000. While
all special assistance programs do not require
a 25 percent rent income ratio, its application
was used to provide conservative estimates of
housing needs.
The concept of shelter-budget standards was
refined and detailed further in the analysis of
"total" metropolitan renter housing needs where
the in tenela tionshi p between household income
and size characteristics was considered. A differential formula was devised to reflect appropriately
both household rent paying capacities in light of
indicated income level and bedroom requirements with respect to family size. For purposes
of this analysis phase, income boundary conditions by size were defined in relation to the
nation's low and moderate income housing programs, as is detailed further in this report.
d. HOllsing Depletions. Housing depletions by
specific cause were analyzed in order that estimates of tenure and rent-price characteristics
would reflect the differences among units removed
by various means. Inventory losses due to public
and private activity were estimated on the basis
of materials prepared by the National Association
of Home Builders, supplemented by data reported
within the Bureau of Census Components of
Change Series. Estimated removals due to other
sources-conversion, mergers, and other meanswere also drawn from the some resource materials.
In general terms, depletions from the nation's
housing stock predicated on these resource materials anticipate a continuation of trends discernible between 1950 and 1960. Housing removals
due to demolj tion and the above cited associated
causes were estimated at approximately 6.3 and
7.3 million units respectively for 1960-67 and
1968-75.
e. Housing Additions. Estimates for additions
to the nation's housing supply by new construction between 1960 and 1975 were obtained
through census and other relevant data. Procedures for estimating prospective new additions for
remaining portions of this decennial decade and
into the 1970's were based on several factors including: calculations of minimum housing required to accommodate anticipated household
increases; anticipated additions to stock by other
means; and the level of building activity maintained during the early part of this decade.
As in the case of housing depletions, additions

riginal from

the interrelationship between household income

and size characteristics was considered. A differen-

tial formula was devised to reflect appropriately

both household rent paying capacities in light of

indicated income level and bedroom require-

ments with respect to family size. For purposes
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to the national inventory were analyzed sepa-

rately in two groups: new units projected for

construction; and those added by other means

including conversions, mergers, and other sources

between 1960 and 1975. With regard to the latter

group, additions generally in line with trends for

the late 1950's, as reflected in Bureau of Census

materials reported in the Components of Change

Series, were assumed. With regard to the former,

the key assumptions were:

The level of public housing construction in

the latter portion of the 1960's and early 1970's

would generally parallel trends for 1960â67;

Production levels of other special assistance

housing, primarily moderate income units

under Section 221d3, would accelerate as

greater expertise in these programs was mobi-

lized; and

Production of private, conventionally financed

housing would generally increase toward the

latter portion of the 1960's and early 1970's in

line with the anticipated gain in demand fore-

cast for that period.

3. Housing Needs; 1960-75

Indicated housing needs for the nation and

key geographical sub-areas under examination

to the national inventory were analyzed separately in two groups: new units projected for
construction; and those added by other means
including conversions, mergers, and other sources
between 1960 and 1975. With regard to the latter
group, additions generally in line with trends for
the late 1950's, as reflected in Bureau of Census
materials reported in the Components of Change
Series, were assumed. With regard to the former,
the key assumptions were:
The level of public housing construction in
the latter portion of the 1960's and early 1970's
would generally parallel trends for 1960-67;
Production levels of other special assistance
housing, primarily moderate income units
under Section 221d3, would accelerate as
greater expertise in these programs was mobilized; and
Production of private, conventionally financed
housing would generally increase toward the
latter portion of the 1960's and early 1970's in
line with the anticipated gain in demand forecast for that period.

here have been related to two basic approaches:

Incremental housing needs, 1960â75; and

Total housing needs, 1960â75.

Each of these approaches is briefly described

below and detailed in this report.

a. Incremental Housing Needs. The approach

assumed in this study has been to estimate hous-

ing needs for the nation within a "normative"

context. Basic to this concept has been the assump-

tion that housing outlays by discrete household

income brackets will replicate those noted in

1960. Projections of housing need determined in

this fashion highlight relative shifts in residen-

tial requirements from the established pattern

and thereby set forth conservative estimates of

actual housing needs. A basic disadvantage of

this approach, however, is that it fails to quantify

gaps already present in the benchmark year,

1960 in this instance.

Estimates of the nation's housing needs in 1975

based on 1960 "norm" housing expenditures have

been derived by "interfacing" household demand

preferences and rent profiles for occupied supply

as determined through the process described in

the aforementioned paragraphs. The result of this

matching between demand and supply produces

deficits and surpluses within discrete shelter price

categories which represent minimal assessments

of housing need.

b. "Total" Housing Needs. Estimates of total

housing needs for the nation likely to be found

in 1975 have been obtained by application of

shelter-budget standards. This approach over-

comes the shortcomings of the "incremental ap-

proach" cited above by reflecting existing needs

already operative in the base year as fixed by

predetermined shelter-budget standards. Actual

housing needs that may have existed at that time

are determined in this fashion as well as changes

3. Housing Needs; 1960-75
Indicated housing needs for the nation and
key geographical sub-areas under examination
here have been related to two basic approaches:
Incremental housing needs, 1960-75: and
Total housing needs, 1960-75.
Each of these approaches is briefly described
below and detailed in this report.
a. Incremental Housing Needs. The approach
assumed in this study has been to estimate housing needs for the nation within a "normative"
context. Basic to this concept has been the assumption that housing outlays by discrete household
income brackets will replicate those noted in
1960. Projections of housing need determined in
this fashion highlight relative shifts in residential requirements from the established pattern
and thereby set forth conservative estimates of
actual housing needs. A basic disadvantage of
this approach, however, is that it fails to quantify
gaps already present in the benchmark year,
1960 in this instance.
Estimates of the nation's housing needs in 1975
based on 1960 "norm" housing expenditures have
been derived by "interfacing" household demand
preferences and rent profiles for occupied supply
as determined through the process described in
the aforementioned paragraphs. The result of this

matching between demand and supply produces
deficits and surpluses within discrete shelter price
categories which represent minimal assessments
of housing need.
h. "Total" Housing Needs. Estimates of total
housing needs for the nation likely to be found
in 1975 have been obtained by application of
shelter-budget standards. This approach overcomes the shortcomings of the "incremental approach" cited above by reflecting existing needs
already operative in the base year as fixed by
predetermined shelter-budget standards. Actual
housing needs that may have existed at that time
are determined in this fashion as well as changes
in total needs projected. In the same fashion,
estimates of these housing needs are derived by
"interfacing" household demand preferences and
shelter and price profiles in the nation's occupied
supply.
Summary findings of this analysis of the nation's housing needs follow.

B. Summary oj Finding,
1. Housing Supply Outlook
Appreciable depletions in the nation's housing
supply are expected between 1960 and 1975:
• More than 13.5 million units will be removed from the United States housing inventory
for 1960-75 including demolitions, conversions,
mergers, and other means.
• A large portion (6.1 million) of all housing depletions for 1960-75 will be in renteroccupied units, with another 5.4 and 2.0 million,
respectively, in owner occupied and vacant
dwellings.
• By far the largest share of renter and
owner removals will affect low cost housing
priced below $60 per month rent or at values
under $12,500.
Significant upgrading of existing stock through
rehabilitation is anticipated to continue in the
1960's and early 1970's:
• Following trends established in the 1950's,
continued improvement in the nation's housing
stock is expected with sound units totalling almost
85 percent of the nation's housing inventory in
1975 in contrast with about 80 percent in 1960.
• Rehabilitation undertaken through conversions, mergers, and other means will encompass an estimated 7 million units for 1960-75.
To this would be added other housing improvements-not readily quantifiable due to data limitations-who ,do , not directly affect unit size.
nglna rom

in total needs projected. In the same fashion,

estimates of these housing needs are derived by

"interfacing" household demand preferences and

shelter and price profiles in the nation's occupied

supply.
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Despite these efforts aimed at residential up-

grading, a significant portion of the nation's

housing inventory will be substandard in 1975:

â¢ Approximately 9.7 (12.6 percent) and 2.3

(3.0 percent) million units, respectively, will be

deteriorated or dilapidated in the mid-1970's.

â¢ Projected deteriorated and dilapidated

units in the nation's metropolitan areas will be

an estimated 5.9 million units (11.5 percent) as

compared with a corresponding 6.1 million units

(23.6 percent) for non-metropolitan areas.

Vacancies in the nation are expected to increase:

â¢ Approximately 7.8 million units will be

vacant by 1975; up to 2.5 million for 1960â75.

â¢ Elective vacancy rates in 1975âreflecting

available vacant units plus occupied supplyâwill

remain approximately the same as levels noted

for the first half of the 1960's at 1.5 and 7.0 per-

cent, respectively, for sale and rental dwellings.

â¢ A large share of the projected vacant unit

gain is attributable to increases anticipated in

seasonal and second homes, many of which, ac-

cording to our estimates, will be located within

non-metropolitan areas.

2. Housing Demand Outlook

Household formation, a principal factor in

Despite these efforts aimed at residential upgrading, a significant portion of the nation's
housing inventory will be substandard in 1975:
• Approximately 9.7 (12.6 percent) and 2.3
(3.0 percent) million units, respectively, will be
deteriorated or dilapidated in the mid-1970's.
• Projected deteriorated and dilapidated
units in the nation's metropolitan areas will be
an estimated 5.9 million units (11.5 percent) as
compared with a corresponding 6.1 million units
(23.6 percent) for non-metropolitan areas.
Vacancies in the nation are expected to increase:
• Approximately 7.8 million units will be
vacant by 1975; up to 2.5 million for 1960-75.
• Elective vacancy rates in 1975-reflecting
available vacant units plus occupied supply-will
remain approximately the same as levels noted
for the first half of the 1960's at 1.5 and 7.0 percent, respectively, for sale and rental dwellings.
• A large share of the projected vacant unit
gain is attributable to increases anticipated in
seasonal and second homes, many of which, according to our estimates, will be located within
non-metropolitan areas.

with a net loss of approximately 8,000 households-in non-metropolitan areas.
• Metropolitan white households will gain
more than twice as rapidly as their non-metropolitan counterparts for 1960-75; 35.1 percent
(10.7 million) as against 15.0 percent (2.6 million).
• Small households (consisting of one or
two persons) are expected to gain at faster rates
(39 percent) than either their medium (three and
four persons) or large sized counterparts which
will increase an estimated 21 and 28 percent,
respectively.
• The growth of small households is predicated, in part, on an appreciable increase in
elderly households, many of which will consist
of one or two persons.
• Household income for the nation's white
and non-white families and unrelated individuals
will increase significantly though disparities between these groups noted in the early 1960's are
also expected to continue. Median household income increases by race between 1960 and 1975
are forecast as follows:
Race
1960
1975

2. Housing Demand Outlook
Household formation, a principal factor in
housing demand, will gain sharply in the years
ahead.
• Based on examination of population,
average families size, migration, birth and death
rates, an estimated 69 million households are forecast for the nation by 1975, up approximately
16 million from 53 million in 1960.
• Metropolitan area households are projected to gain by approximately 13.4 million,
going from 34.0 million in 1960 to 47.4 million
in 1975.
.
• By contrast, anticipated increases for nonmetropolitan areas will be more gradual from
19.0 to 21.6 million for 1960-75.
Key household characteristics forecast for
1960-75 are these:
• White households, according to our estimates, will gain 13.3 million (28.8 percent) from
approximately 47.9 to 6 1.2 million households
between 1960 and 1975.
• Proportionately, non-white households will
increase more rapidly for the corresponding
period, up to 2.7 million (51.6 percent) from 5.1
to 7.8 million households.
• Virtually all of these minority household
gains will be concentrated in metropolitan areas
while the situation will remain virtually stable-

White
$5,400
$6,820
Non-White
$2,910
$3,910
All
$5,110
$6,440
Housing demand for the United States between
1960 and 1975 will be a function of three key
variables: household formation; replacement requirements; and anticipated vacancy changes.
• Household Gains. For 1960-75 households
within the United States are expected to gain by
almost 16 million. According to our estimates, an
overwhelming share of these increases will be
within metropolitan areas (13.4 million) with
only gradual gains anticipated in non-metropolitan areas (2.6 million).
• Replacement Demand. Net losses due to
demolitions, conversions, mergers, and other
causes will be an estimated 6.5 million for the
na tion between 1960 and 1975. As in the case of
household gains, metropolitan areas are expected
to be primarily affected by these, showing a net
depletion of 3.9 million units for the corresponding period.
• Vacancy Changes. Shifts in the nation's
vacancies due to an accelerated construction of
seasonal and second homes in addition to higher
absolute levels of available vacancies and those
due to other causes are expected to inflate demand levels by an additional 2.5 million units
for 1960-15, . If
nglna rom
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housing demand, will gain sharply in the years

ahead.

â¢ Based on examination of population,

average families size, migration, birth and death

rates, an estimated 69 million households are fore-

cast for the nation by 1975, up approximately

16 million from 53 million in 1960.

â¢ Metropolitan area households are pro-

jected to gain by approximately 13.4 million,

going from 34.0 million in 1960 to 47.4 million

in 1975.

â¢ By contrast, anticipated increases for non-

metropolitan areas will be more gradual from

19.0 to 21.6 million for 1960â75.

Key household characteristics forecast for

1960â75 are these:

â¢ White households, according to our esti-

mates, will gain 13.3 million (28.8 percent) from

approximately 47.9 to 61.2 million households

between 1960 and 1975.

â¢ Proportionately, non-white households will

increase more rapidly for the corresponding

period, up to 2.7 million (51.6 percent) from 5.1

to 7.8 million households.

â¢ Virtually all of these minority household

gains will be concentrated in metropolitan areas

while the situation will remain virtually stableâ

with a net loss of approximately 8,000 house-

holdsâin non-metropolitan areas.

â¢ Metropolitan white households will gain

more than twice as rapidly as their non-metro-

politan counterparts for 1960â75; 35.1 percent

(10.7 million) as against 15.0 percent (2.6 million).

â¢ Small households (consisting of one or

two persons) are expected to gain at faster rates

(39 percent) than either their medium (three and

four persons) or large sized counterparts which

will increase an estimated 21 and 28 percent,

respectively.

â¢ The growth of small households is predi-

cated, in part, on an appreciable increase in

elderly households, many of which will consist

of one or two persons.

â¢ Household income for the nation's white
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Housing demand for the nation between 1960
and 1975 based on each of these three critical
variables is projected as follows:
Housing demand for the nation between 1960

Housing Units (000)

- - -Non-Metro
- - - -United
-Metro

and 1975 based on each of these three critical

variables is projected as follows:

Area

Housing Units (000)

Metro

Area

Non-Metro United

Area States

13,374 2,602 15,976

Household Gains

Replacement Demand

Demolitions 3,180

Area

Household Gains
13,374
Replacement Demand
Demolitions
3,180
778
Net Losses Other Causes1
Subtotal
(3,958)
Vaiancy Changes
1,014
Total
18,372

States

2,602

15,976

1,710
876
(2,586)
1,484
6,646

4,890
1,544
(6,544)
2,498
25,018

1. Unit removals net of additions due to conversions, mergers,
and other means.

Net Losses Other Causes' 778

Subtotal (3,958)

Vacancy Changes 1,014

Total 18,372 6,646

1. Unit removals net of additions due to conversions, mergers

and other means.

New construction in response to the above
indicated gross housing requirements, taking into
account residential activity in the early 1960's, is
forecast as follows:

1,710

Housing Units (000)

876

(2,586)

1,484

4,890

1,544

(6,544)

Metropolitan
Non-Metropolitan
United States

1960-67

1968-75

7,395
2,668
10,063

10,977
3,978
14,955

1960-75

18,372
6,646
25,018

2,498

25,018

3. United States Housing Needs, 1960-75

New construction in response to the above

indicated gross housing requirements, taking into

account residential activity in the early 1960's, is

forecast as follows:

Housing Units (000)

1960-67

1968-75

1960-75

Metropolitan

Non-Metropolitan

United States

7,395

2,668

10,977

18,372

3,978

6,646

The concept of housing need set forth in this
study, relates to indicated gaps between demand
preferences-expressed in terms of household income and size-and available supply. Two basic
approaches used in establishing housing needs
include: first, an assessment of incremental needs
based on "normative" shelter outlays; and, second, total housing requirements reflected by
application of a shelter-budget standards.
Incremental housing needs between 1960 and
1975 have been obtained for the nation based on
"normative" housing outlays made by discrete
income classes in the 1960 marketplace.

10,063

14,955

25,018

3. United States Housing Needs, 1960â75

The concept of housing need set forth in this

study, relates to indicated gaps between demand

preferencesâexpressed in terms of household in-

come and sizeâand available supply. Two basic

approaches used in establishing housing needs

include: first, an assessment of incremental needs

based on "normative" shelter outlays; and, sec-

ond, total housing requirements reflected by

application of a shelter-budget standards.

Incremental housing needs between 1960 and

1975 have been obtained for the nation based on

"normative" housing outlays made by discrete

income classes in the 1960 marketplace.

â¢ Projections of housing needs determined

in this fashion have the advantage of indicating

relative shifts from an established pattern ami

• Projections of housing needs determined
in this fashion have the advantage of indicating
relative shifts from an established pattern alld
as such serve as minimal assessments of housing
gaps since they fail to quantify needs already
present in the benchmark year, 1960.
• Significant gaps are anticipated at lower
price levels based on this incremental housing
needs analysis.
• For rental units under $100, deficits in
1975 are expected to total approximately 5.4 million dwellings.
• Since available household assets play an
essential role in acquisition of and continued
occupancy within sale units, reliance on an in-

as such serve as minimal assessments of housing

gaps since they fail to quantify needs already

present in the benchmark year, 1960.

â¢ Significant gaps are anticipated at lower

price levels based on this incremental housing

needs analysis.
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come index (to establish ownership demand preferences by discrete value levels) fails to produce
meaningful "housing need" estimates consistent
with the concept set forth in this study.
• With respect to renters, the income index
cannot give full weight to various allowances for
earnings over and above those reflected by monetary income. This is especially true for low income households where certain stipends could
conceivably augment the level of income, though
the impact of such allowances would not appreciably affect the scale and composition of indicated incremental needs quantified above.
"Total" national housing needs go beyond
those reflected by incremental needs alone and
are best highlighted through application of shelter-budget standards such as those utilized in
evaluation of 1960 housing gaps.
• Continued gaps are projected for low cost
housing on the strength of this technique.
• Renter housing requirements in 1975
would be an estimated 5.6 and 1.4 million units.
respectively, for the under $40 and $40-$59
brackets.
Owing to their highly critical place within the
nation's housing picture, the metropolitan renterhousing needs projected to 1975 have been analyzed in greater detail through refinements to the
shelter-budget standard concept described previously.
Acu te shortages of low income housing patently
evident at the beginning of this decennial decade
are expected to grow more critical throughout
the 1960's and early 1970's.
• Incremental needs, assuming housing expenditure patterns comparable to those in 1960,
will increase approximately 4.7 million rental
units by 1975.
Substituting shelter-budgets standard in place
of "normative" housing expenditure patterns
sharply increases the level of estimated metropolitan area housing needs for 1975.
• Standards applied in this analysis have
been keyed to existing special assistance federal
housing programs to reflect both accepted operational formulas as well as an index related to
household rent-paying capacities and unit size
requirements.
• Application of these standards, as further
detailed in this report, reveals that minimal
"total" housing needs in 1975 will be in excess
of 7.7 million rental units, or close to two in

riginal from
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every five dwellings of this type located within

the nation's metropolitan areas.

â¢ The bulk of these deficiencies (4.6 million)

are expected to fall within small-sized, efficiency

and one bedroom, units predominantly priced

under $40.

â¢ Appreciable shortages are also indicated

for medium and large sized dwellings; two and

three bedrooms priced between $40 and $80.

Estimates for housing needs appearing in this

study probably represent minimal gaps.

â¢ Severe distortions with respect to supply

and demand factors in the form of market con-

straints and a variety of other factors will further

exacerbate needs over and above those reflected

in the perfect "matching" of aggregate supply

and demand factors represented in this analysis.

â¢ Aside from these considerations, the impact

of "filtering" could play an important role in

further aggravating or possibly relieving critical

national metropolitan housing needs. In the ab-

sence of definitive information to analyze the

filtering process, however, the specific impact of

these price fluctuations has not been accounted

for in this study.

Households unable to incur economic rents or

shelter outlays comprise a "non-economic de-

mand" sector in need of special housing assistance.

Low income households patently are among

the most severely affected by bottom-end rental

deficits.

â¢ While families and individuals earning

less than $3000 comprise the primary group

affected by indicated housing needs projected to

1975, the range of household incomes encom-

passedâtaking account of household size factors

âextends up to and probably beyond maximum

income limits for the 221d3 program.

Since low income is highly correlated with one

and two person households, an overwhelming

proportion of those affected by projected housing

needs to 1975 will be found in small households.

â¢ Single and two person households will

comprise slightly more than two-thirds of all

metropolitan renter households requiring special

housing assistance in 1975.

â¢ The overriding needs for smaller units

noted earlier reflect continuing gains in elderly

(heads over 65 years) and young (heads under

25 years) households, many of whom have low

incomes and consist of one or two persons.

By virtue of their low income status, many of

the nation's non-white households, who will con-

tinue to remain as renters, are expected to share

disproportionately in the indicated metropolitan

housing needs forecast for the mid-1970's.

â¢ While representing approximately one-

fifth of the nation's renters, we calculate that

non-white will amount to more than one-quarter

(27 percent) of the rental households earning less

than $2000 and will be severely affected by indi-

cated shortages. *

â¢ Paralleling patterns noted for the 1960's,

the nature of non-white residential needs with

regard to households size suggests that the hous-

every five dwellings of this type located within
the nation's metropolitan areas.
• The bulk of these deficiencies (4.6 miIlion)
are expected to fall within small-sized, efficiency
and one bedroom, units predominantly priced
under $40.
• Appreciable shortages are also indicated
for medium and large sized dwellings; two and
three bedrooms priced between $40 and $80.
Estimates for housing needs appearing in this
study probably represent minimal gaps.
• Severe distortions with respect to supply
and demand factors in the form of market constraints and a variety of other factors will further
exacerbate needs over and above those reflected
in the perfect "matching" of aggregate supply
and demand factors represented in this analysis.
• Aside from these considerations, the impact
of "filtering" could play an important role in
further aggravating or possibly relieving critical
national metropolitan housing needs. In the absence of definitive information to analyze the
filtering process, however, the specific impact of
these price fluctuations has not been accounted
for in this study.
Households unable to incur economic rents or
shelter outlays comprise a "non-economic demand" sector in need of special housing assistance.
Low income households patently are among
the most severely affected by bottom-end rental
deficits.
• While families and individuals earning
less than $3000 comprise the primary group
affected by indicated housing needs projected to
1975, the range of household incomes encompassed-taking account of household size factors
--extends up to and probably beyond maximum
income limits for the 221d3 program.
Since low income is highly correlated with one
and two person households, an overwhelming
proportion of those affected by projected housing
needs to 1975 will be found in small households.
• Single and two person households will
comprise slightly more than two-thirds of all
metropolitan renter households requiring special
housing assistance in 1975.
• The overriding needs for smaller units
noted earlier reflect continuing gains in elderly
(heads over 65 years) and young (heads under
25 years) households, many of whom have low
incomes and consist of one or two persons.

By virtue of their low income status, many of
the nation's non-white households, who will continue to remain as renters, are expected to share
disproportionately in the indicated metropolitan
housing needs forecast for the mid-1970's.
• While representing approximately onefifth of the nation's renters, we calculate that
non-white will amount to more than one-quarter
(27 percent) of the rental households earning less
than $2000 and will be severely affected by in<\icated shortages.
....
• Paralleling patterns noted for the 1960's,
the nature of non-white residential needs with
regard to households size suggests that the housing burden for this group will be more acute for
medium and large sized units than is indicated
for their white counterparts.
• These needs are manifest from forecast
changes by household size and race; large size
(5 plus persons) minority households will increase
two times more rapidly than corresponding white
groups-68.6 percent as against 35.5 percent;
medium sized non-white households will grow
five times as fast-67.3 percent as compared with
12.4 percent.
Two principal conditions of housing subsidy
for metropolitan renters have been assessed on the
basis of standards keyed to the nation's 221(d)(3)
below-market interest and rent supplement housing programs. In light of resulting demand patterns and anticipated supply characteristics, the
following subsidy requirements are forecast.
• An estimated 6.0 million households would
require "deep" subsidies in 1975 as further defined in this report, assuming application of a
shelter-budget standard of 25 percent.
• An additional 235,000 households would
require a "shallow" subsidy through imposition
of a 20 percent shelter-budget standard as further
detailed in this report.

4. Housing Needs fOT the Coming Decade
As this study was in progress, the President's
Urban Message formulating a 10 year program
for 1968-78 was issued. Accordingly, a generalized
summary of housing needs, giving more detail
to materials previously presented, was prepared
for the coming decade to coincide with the time
horizon of the President's Housing Program.
Housing demand for the nation between 1968
and 1978 based on each of the three critical variables cited unde 2c is projected as follows:
ngwld
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ing burden for this group will be more acute for

medium and large sized units than is indicated

for their white counterparts.

â¢ These needs are manifest from forecast

changes by household size and race; large size

Outlook fOT Housing Needs

49 UNIVERSITY OF MINNESOTA

Housing Units (000)
Metro
Area
Housing Units (000)

Metro

Area

Non-Metro United

Area States

2,027 11,595

1,302

653

Household Gains
9,568
Replacement Demand
Demolitions
2,422
596
Net Losses Other Causes!
(3,018)
Subtotal
Vacancy Changes
688
Total
13,274

Non-Metro United
Area
States

2,027

11,595

1,302
653
(1,955)
1,012
4,994

3,724
1,249
(4,973)
1,700
18,268

1. Unit removals net of' additions due to conversions, mergers,
and other means.

(1,955)

1,012

3,724

1,249

(4,973)

1,700

Household Gains 9,568

Replacement Demand

Demolitions 2,422

Net Losses Other Causes1 596

Subtotal (3,018)

Vacancy Changes 688

Total 13,274 4,994 18,268

1. Unit removals net of additions due to conversions, mergers,

and other means.

"Total" national housing needsâas expressed

previously through the application of shelter-

budget standards detailed in this summary and

reportâare expected to continue to grow more

acute by the late 1970's.

â¢ Renter housing gaps in 1975 will be an

estimated 7.7 million units with 6.0 million of

these occurring at rentals below $40 per month

and the remainder, 1.8 million dwelings, in the

D-$59 bracket.

5. Selected Aspects of Housing Need

Complementary aspects of housing needs fore-

cast for the nation mentioned in this report

include:

â¢ Intrametropolitan distributions of forecast

needs;

â¢ Rehabilitation; prospects, limitations and

resources;

â¢ Vacancies; and

o Monitoring national housing needs.

All indications are that the acute nature of

housing needs within the nation's central cities

already manifest in 1960 will grow more severe

in the years ahead.

â¢ The dwindling supply of existing stock of

low-priced unitsâset at about 835,000 dwellings

priced under $40 in 1960âhas continued to erode

during the present decade as a variety of public

and private removal activities have taken their

toll.

â¢ Based on past trends the supply of units

located within the central cities in 1960 is likely

to change appreciably by the mid-1970's, with an

estimated 5 to 51/2 million units scheduled for

depletions according to our estimate.

â¢ On the other hand, additions of new units

to metropolitan area inventories are expected to

be concentrated in higher rent-value brackets,

thus failing to replenish the older, diminishing

supply of inexpensive housing.

â¢ Concurrent with these supply develop-

ments is the expectation that an overwhelming

"Total" national housing needs-as expressed
previously through the application of shelterbudget standards detailed in this summary and
report-are expected to continue to grow more
acute by the late 1970·s.
• Renter housing gaps in 1975 will be an
estimated 7.7 million units with 6.0 million of
these occurring at rentals below $40 per month
and the remainder, 1.8 million dwelings, in the
$40-$59 bracket.

5. Selected Aspects of Housing Need
Complementary aspects of housing needs forecast for the nation mentioned in this report
include:
• Intrametropolitan distributions of forecast
needs;
• Rehabilitation; prospects, limitations and
resources;
• Vacancies; and
• Monitoring national housing needs.
All indications are that the acute nature of
housing needs within the nation's central cities
already manifest in 1960 will grow more severe
in the years ahead.
• The dwindling supply of existing stock of
low-priced units-set at about 835,000 dwellings
priced under $40 in 1960-has continued to erode
during the present decade as a variety of public
and private removal activities have taken their
toll.
• Based on past trends the supply of units
located within the central cities in 1960 is likely
to change appreciably by the mid-1970's, with an
estimated 5 to 5Y2 million units scheduled for
depletions according to our estimate.
• On the other hand, additions of new units
to metropolitan area inventories are expected to
be concentrated in higher rent-value brackets,
thus failing to replenish the older, diminishing
supply of inexpensive housing.
• Concurrent with these supply developments is the expectation that an overwhelming

share of the low income famdies will continue

to reside in central cities.

â¢ According to our forecast, 20.70 million

households will reside in the nation's central

cities in 1978, up from 18.5 million in 1968.
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share of the low income famIlies will continue
to reside in central cities.
• According to our forecast, 20.70 million
households will reside in the nation's central
cities in 1978, up from 18.5 million in 1968.
Non-whites will comprise approximately onethird of all central city households in 1978 as
against one-quarter in 1968.
• While some ameliorating factors may prevail, such as diffusion of low income and nonwhite families into suburban locations, the
likelihood is that many of these groups will remain heavily concentrated in central cities and
that these areas will contain approximately onehalf to two-thirds of indicated housing needs
estimated for metropolitan locations in 1975.
Updating and maintaining current estimates
of United States housing needs could provide
useful information for formulating national housing policies and programs in the years ahead.
• Three basic approaches to maintain surveillance of the nation's housing needs have been
iden tified.
• Included here are steps to: extend existing resource materials; "graft" data requests onto
associated surveys; and, mount new efforts, expressly aimed at generating information for housing purposes_ Details of these approaches are
discussed in this report.

II. United States Housing Needs: 1960
The extent of national housing needs in 1960
as reflected through symptomatic factors is initially reported here, followed by an examination
of total United States housing needs based on
application of a predetermined shelter-budget
standard.
A.. Background Factor"

United States residential requirements are best
understood in the context of gaps found within
the nation's housing markets. This nation's housing needs, brought on by a variety of factors, such
as location, social constraints, imperfect market
knowledge, and financial limitations, are more
subtle than problems incurred in undeveloped
countries where, for example, large numbers of
persons are completely devoid of shelter. Housing
needs resulting from these underlying causes are
expressed by: household crowding, doubling,
persistenc<> ofc substandard units, and excessive
rrglnal rom
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shelter-budget outlays. Each of these is commented on briefly in the paragraphs which follow.

1. Crowding
shelter-budget outlays. Each of these is comment-

ed on briefly in the paragraphs which follow.

1. Crowding

The intensity of dwelling unit usage can be

correlated with substandard living conditions.

While the precise point when this phenomenon

occurs cannot be fully established, a generally

acknowledged measure of this condition is aver-

age persons per room. Typically, an occupancy-

density factor of 1.01 persons per room is used

as a classification for crowding. It should be noted

that this "housing distortion" can be transient in

nature provided a better "matching" between

household and dwelling unit size characteristics

can be accomplished.

Though improving in the 1950's, the level of

crowding among the nation's households was still

appreciable by 1960 both for non-metropolitan

and metropolitan areas. As shown in Table 1,

crowding in the nation's 212 metropolitan areas

came to about 10.4 percent as compared to ap-

proximately 13.6 percent for areas outside of

these regions. Overall crowding among the na-

tion's households amounted to approximately

11.5 percent.

Metropolitan area crowding reflected the level

of urbanization for the country. Of the more

than 6.1 million households crowded in the na-

tion in 1960, approximately 3.5 million (57.6

percent) were metropolitan residents. Regional

and divisional variations with respect to crowding

ranged from a low of 8.1 percent in the Northeast

(7.3 percent for New England) to a high of 16.2

percent in the South (18.5 percent in East South

Central states). Detailed information with respect

The intensity of dwelling unit usage can be
correlated with substandard living conditions.
While the precise point when this phenomenon
ocwrs cannot be fully established, a generally
acknowledged measure of this condition is average persons per room. Typically, an occupancydensi ty factor of 1.0 I persons per room is used
as a classification for crowding. It should be noted
that this "housing distortion" can be transient in
nature provided a better "matching" between
household and dwelling unit size characteristics
can be accomplished.
Though improving in the 1950's, the level of
crowding among the nation's households was still
appreciable by 1960 both for non-metropolitan
and metropolitan areas. As shown in Table I,
crowding in the nation's 212 metropolitan areas
came to about 10.4 percent as compared to approximately 13.6 percent for areas outside of
these regions. Overall crowding among the nation's households amounted to approximately
11.5 percent.
Metropolitan area crowding reflected the level
of urbanization for the country. Of the more
than 6.1 million households crowded in the nation in 1960, approximately 3.5 million (57.6

percent) were metropolitan residents. Regional
and divisional variations with respect to crowding
ranged from a low of 8.1 percent in the Northeast
(7.3 percent for New England) to a high of 16.2
percent in the South (18.5 percent in East South
Central states). Detailed information with respect
to ~he nation's crowded households by region
and division in 1960 is summarized in Table 1.
Crowding among the nation's renter households was especially acufe in 1960. Nonmetropolitan area renter crowding exceeded 20 percent
while that for metropolitan areas amounted to
about 14.2 percent. By comparison, crowding
among owner households-where many amenities
helped mitigate possible ill-effects of higher occupancy densities-totalled 7.7 and 10.2 percent,
respectively, for metropolitan and non-metropolitan areas. Detailed distributions in this regard
may be found in the Appendix Tables.
As a rule, crowding was comparable (about 10
percent) among most metropolitan areas by rank
size. Some variation from this pattern was noted
for regions below 250,000 population, with approximately 12.7 percent crowded. Central city
crowding was virtually uniform by rank size (in
the 10 to II percent range). The fact that suburban crowding tended to increase with decreasing rank size is probably indicative of many larger
sized families residing in modest sized renter and
owner dwellings. Crowding by metropolitan rank
size is summarized in Table 2.

to she nation's crowded households by region

and division in 1960 is summarized in Table 1.

Crowding among the nation's renter house-

TABLE 1. Crowded Households, United States, Regions and Divisions, 1960 1

holds was especially acute in 1960. Nonmetro-

among owner householdsâwhere many amenities

helped mitigate possible ill-effects of higher occu-

pancy densitiesâtotalled 7.7 and 10.2 percent,

respectively, for metropolitan and non-metropoli-

Non-Metro
Area

Total
Area

Metro
Area

Non-Metro
Area

Total
Area

Regions and Divisions

Metro
Area

Northeast
New England
Middle Atlantic
Subtotal

155
735
890

73
127
200

228
862
1,090

North Central
East North Central
West North Central
Subtotal

738
224
962

322
263
585

1,060
487
1,547

10.3
11.0
10.4

9.2
10.0
9.5

9.9
10.4
10.1

South
South Atlantic
East South Central
West South Central
Subtotal

452
195
404
1,051

650
418
416
1,454

1,072
613
820
2,505

11.9
15.9
15.3
13.7

17.9
20.1
18.1
18.5

14.8
18.5
16.6
16.2

132
488
620

186
165

318
653

351

971

13.5
9.2
9.8

18.7
12.5
15.2

16.1
9.8
11.3

10.4%

13.6%

11.5%

while that for metropolitan areas amounted to

about 14.2 percent. By comparison, crowding

Percent Crowded ~

Households (000)

politan area renter crowding exceeded 20 percent

7.0%
8.5
8.2

8.1%
7.0
7.4

7.3%
8.3

---a.r

tan areas. Detailed distributions in this regard

may be found in the Appendix Tables.

As a rule, crowding was comparable (about 10

percent) among most metropolitan areas by rank

size. Some variation from this pattern was noted

for regions below 250,000 population, with ap-

proximately 12.7 percent crowded. Central city

crowding was virtually uniform by rank size (in

the 10 to 11 percent range). The fact that sub-

urban crowding tended to increase with decreas-

ing rank size is probably indicative of many larger

sized families residing in modest sized renter and

owner dwellings. Crowding by metropolitan rank

West
Mountain
Pacific
Subtotal

size is summarized in Table 2.

TABLE 1. Crowded Households, United States, Regions and Divisions, I960'

Households (000)

Percent Crowded2

Regions and Divisions

Total United States
3,523
2,590
6,113
1. Crowding defined as 1.01 or more persons per room.
2. Crowded households as percent of total household residing in respective area.
Source: U. S. Census of Housing.

Metro

Area

Non-Metro

Area

Total

Area
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TABLE 2. Crowding by Metropolitan Area
Rank Size, United States, 1960
Percent Households Crowded
Rank Size
TABLE 2. Crowding by Metropolitan Area

Rank Size, United States, 1960

Percent Households Crowded'

Rank Size

Central City

11.0%

10.9

Central City

Suburbs

1

Metro Area

Over 1,000,000
persons

11.0%

8.8%

10.0%

500,0001,000,000
250,000500,000
Below 250,000
1. Defined as 1.01 or

10.9

9.1

10.0

10.2

11.B

10.9

11.7

14.4

12.7

more IH!rsons per room.
Source: U. S. Census of Housing.

10.2

11.7

2. Doubling

Suburbs

Metro Area

Over 1,000,000

8.8%

10.0%

10.0

10.9

12.7

persons

500,000-

9.1

11.8

14.4

1,000,000

250,000-

500,000

Below 250,000

1. Defined as 1.01 or more persons per room.

Source: U. S. Census of Housing.

2. Doubling

Full freedom of housing choice implied in na-

tional housing policies would include the oppor-

tunity for each family to have its own dwelling.

Full freedom of housing choice implied in national housing policies would include the opportunity for each family to have its own dwelling.
Family doubling, a condition which exists when
two or more families share the same dwelling
unit, while declining in the 1950's, still remained
at significant levels in 1960. Approximately 2
percent of the nation's married couples were
without households at the end of that decade as
compared with 6.6 percent at the beginning.
Approximately 867,100 families shared their
dwelling with others in 1960, equivalent to almost one year's production of housing in the
early portion of the current decennial decade.
An overwhelming share of the nation's doubled
households, 203,400 or 23.4 percent, resided in
the Middle Atlantic states in 1960. At the oppo-

Family doubling, a condition which exists when

two or more families share the same dwelling

unit, while declining in the 1950's, still remained

TABLE 3. Household Doubling, United States,
Regions and Divisions, 1960
Households 1

at significant levels in 1960. Approximately 2

percent of the nation's married couples were

without households at the end of that decade as

Percent
Distribution

Re~ions and
DiVIsions

Number

Percent

Northeast
New England
Middle Atlantic

49,300
203,400

2.1%
2.6

5.7%
23.4

252,700

2.5

29.1

North Central
East North Central 150,000
West North Central 46,500

1.8
1.3

17.3
5.4

196,500

1.7

22.7

South
South Atlantic
174,BOO
East South Central 78,300
West South Central 76,000

3.1
3.0
2.0

20.1
9.0
8.8

329,100

2.7

37.9

Mountain
Pacific

21,400
67,400

1.4
1.4

2.5
7.8

Subtotal

88,800

1.4

10.3

compared with 6.6 percent at the beginning.

Approximately 867,100 families shared their

dwelling with others in 1960, equivalent to al-

most one year's production of housing in the

early portion of the current decennial decade.

Subtotal

An overwhelming share of the nation's doubled

households, 203,400 or 23.4 percent, resided in

the Middle Atlantic states in 1960. At the oppo-

TABLE 3. Household Doubling, United States,

Subtotal

Regions and Divisions, 1960

Households'

Regions and

Divisions

Percent

Distribution

Subtotal
Northeast

Number

West

Percent

New England

Middle Atlantic

49,300

203,400

2.1%

2.6

5.7%

Total

867,100

2.1%

100.0%

1. Married couples without own household as percent of all
married couples.
Source: U. S. Census of Population.

site end of the spectrum, Mountain division
households forced to share their residences contained barely 2.5 percent of the country's total.
The highest proportionate amount of these households was found in South Atlantic states where
doubling amounted to 3.1 percent. The least incidence of family doubling was noted for West
North Central states where approximately 1.3
percent of all married couples were without their
own households.
Household doubling patterns for the United
States by region and division in 1960 are set forth
in Table 3.
Indications are that the level of doubling
among the nation's married couples was fairly
uniform within the metropolitan areas. As shown
in Table 4, family doubling fell to the 2.0-2.2
percent range for each metropolitan area rank
size classifications examined. As a rule, the level
of doubling was significantly higher in central
cities though overall doubling patterns were still
modest in relation to total households.
Household doubling by metropolitan area
ranked size for the United States in 1960 is set
forth in Table 4.
TABLE 4. Household Doubling by Metropolitan
Area Rank Size, United States, 1960 1
Metropolitan Areas

Central City

Suburb

Total

Over 1,000,000 Persons

2.5%

1.9%

2.2%

500,000-1,000,000
250,000-500,000
Blow 250,000

2.2
2.2
2.5

1.9
2.0
1.6

1. Married couples without own households.
Source: U. S. Census of Population.

3. HOllsing Condition
A major index of national housing needs is the
continued use of unsound structures past the
point of feasible rehabilitation. A basic premise
of postwar national housing policy has been the
goal that all persons are entitled to live in decent,
safe, and sanitary housing. Primary to that objective is the availability of standard units free
from detrimental blight and dilapidation.
While major strides have been taken to reduce
substandard units, the scale and composition of
blighted units remains significant in relation to
the total national housing inventory. Remedial
attention would call for either replacement or
rehabilitation of unsound structures. Since the
feasibility of undertaking the former may be
largely out of the question for excessively dilapidated units, clearance and rebuilding are probably necessary for the majority of these cases.

23.4

Subtotal
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252,700

2.5

29.1

North Central

East North Central

2.0
2.1
2.2
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Despite the critical nature of housing quality

with respect to national needs, measures of sub-

standard units cannot be precisely obtained from

United States Census Information. As set forth in

Despite the critical nature of housing quality
with respect to national needs, measures of substandard units cannot be precisely obtained from
United States Census Information. As set forth in
Working Paper #25, prepared by the Bureau of
the Census, the quality of 1960 statistics on condition must be regarded as:

Working Paper #25, prepared by the Bureau of

the Census, the quality of 1960 statistics on con-

dition must be regarded as:

Unreliable. The best estimate is that if another

group of enumerators had been sent back to

rate the housing units of the United States,

only about one-third of the units rated as di-

lapidated or deteriorating by either group of

enumerators would have been rated by the

same groups of enumerators.

Inaccurate. The 1960 Census evaluation pro-

gram indicates that dilapidated housing in the

United States, as determined by the 1960 Cen-

sus, is understated by at least one third. Use

of the 1960 Census statistics grossly distorts

estimates of trends in dilapidated housing from

1950 to 1960. Compariens of the relative qual-

ity of structural condition of housing between

cities may be subject to considerable error.i

While precise information as to the extent of

substandard units among the nation's housing

stock cannot be obtained owing to the absence

of accurate information as stated above, a partial

Unreliable. The best estimate is that if another
group of enumerators had been sent back to
rate the housing units of the United States,
only about one-third of the units rated as dilapidated or deteriorating by either group of
enumerators would have been rated by the
same groups of enumerators.
Inaccurate. The 1960 Censlls evaluation program indicates that dilapidated housing in the
United. States, as determined by the 1960 Census, is understated by at least one third. Use
0/ the 1960 Census statistics grossly distorts
estimates of trends in dilapidated housing from
1950 to 1960. Compari"pms of the relative quality of structural condition of housing between
cities may be subject to considerable error.l

picture can be delineated with reference to units

classified as dilapidated, deteriorating and sound

(without plumbing facilities) by the 1960 census.

Counting all these categories, one-quarter of the

United States housing inventory in 1960 was sub-

standard. The level of these blighting conditions

ranged from about one-fifth for metropolitan

areas to almost two-fifths for non-metropolitan

areas. As might be expected, central cities were

more hard pressed than their suburban counter-

parts, having about 20.4 percent of their stock

grouped as substandard according to this defini-

tion in contrast to 15.6 percent for outlying

communities.

The extent of substandard housing by regions

varied from a low of 18.2 percent in the West

to a high of more than one-third (36.6 percent)

for the South. Substandard housing patterns for

the nation, encompassing sound units without

facilities, deteriorating and dilapidated units are

set forth in Table 5.

TABLE 5. Substandard Housing, United States

Regions and Divisions, I9601

Percent Substandard

Areas Housingâ1960

United States

26.0%

Metro Area

18.2

Central City

20.4

While precise information as to the extent of
substandard units among the nation's housing
stock cannot be obtained owing to the absence
of accurate information as stated above, a partial
picture can be delineated with reference to units
classified as dilapidated, deteriorating and sound
(without plumbing facilities) by the 1960 census.
Counting all these categories, one-quarter of the
United States housing inventory in 1960 was substandard. The level of these blighting conditions
ranged from about one-fifth for metropolitan
areas to almost two-fifths for non-metropolitan
areas. As might be expected, central cities were
more hard pressed than their suburban counterparts, having about 20.4 percent of their stock
grouped as substandard according to this definition in contrast to 15.6 percent for outlying
communities.
The extent of substandard housing by regions
varied from a low of 18.2 percent in the West
to a high of more than one-third (36.6 percent)
for the South. Substandard housing patterns for
the nation, encompassing sound units without

Suburbs

15.6

Non-Metro Area

39.1

Northeast

19.4

l. U.S. Bureau of Census, Measuring the Quality Of Hous·
ing, An Appraisal of Census Statistics and Methods Work·
ing paper #25, Washington. D. C .• 1967.

Middle Atlantic

18.8

North Central

25.5

TABLE 5. Substandard Housing, United States
Regions and Divisions, 1960 1
Areas

Percent Substandard
Housing-1960

United States
Metro Area
Central City
Suburbs
Non-Metro Area

26.0%
18.2
20.4
15.6
39.1

Northeast
New England
Middle Atlantic

19.4
21.3
18.8

North Central
E. North Central
W. North Central

25.5
22.9
31.4

South
South Atlantic
E. South Central
W. South Central

36.6
32.8
47.0
35.2

West

18.2
25.2
16.1

Mountain
Pacific

1. Units classified as sound without facilities, deteriorating
and dilapidated as percent of all units.
Source: U. S. Census of Housing.

Units classified as dilapidated
highlight the portionaof the nation's housing inventory requiring clearance or substantial rehabilitation through various means of remedial
attention. Dilapidation among the nation's occupied housing units in 1960 totalled about 1.87
million dwellings, as shown in Table 6. Approximately 3.5 percent of the nation's housing stock
was classified as dilapidated in 1960, ranging
from 2.6 percent for metropolitan areas to 5.0
percent for non-metropolitan areas. The greatest
incidence of non·metropolitan and metropolitan
dilapidation was noted for East South Central
states-8.1 and 5.7 percent, respectively. Other
significantly high levels of dilapidation occurred
in West South Central and South Atlantic division areas, 6. I and 5.6 percent, respectively. All
other divisions generally showed a rate of dilapidation in approximately the 2 to 3 percent range
from a low of 2.1 percent for New England to
a high of 3.1 percent for Mountain states.
Dilapidation of occupied housing units by
division for the United States in 1960 is summarized in Table 6.
a. Dilapidation.

riginal from

New England

21.3

facilities, deteriorating and dilapidated units are
set forth in Table 5.
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TABLE 6. Dilapidated Occupied Housing Units, United States Regions and Divisions, 1960
Regions and Divisions
Housing Units (Percent)
Housing Units (000)
Metro
Area
TABLE 6. Dilapidated Occupied Housing Units, United States Regions and Divisions, 1960

Regions and Divisions

Northeast
New England
Middle Atlantic

Non-Metro
Area

Total
Area

Metro
Area

Non-Metro
Area

Total
Area

40
196

27
57

67
253

1.7%
2.2

3.0%
3.1

2.1%
2.4

210

84

320

2.2

3.1

2.5

157
53

105
70

262
123

2.2
2.6

3.0
2.6

2.4
2.6

210

175

385

2.3

2.8

2.5

146
70
122

265
169
179

411
239
301

3.8
5.7
4.6

7.6
8.1
7.8

5.6
7.2
6.1

338

613

951

4.4

7.8

6.1

Mountain
Pacific

24
96

38
55

62
151

2.4
1.8

3.8
4.1

3.1
2.2

Subtotal

120

93

213

1.9

4.0

2.5

904

965

1,869

2.6%

5.0%

3.5%

Housing Units (000)

Subtotal

Housing Units (Percent)

Northeast

Metro

Area

North Central
East North Central
West North Central

Non-Metro

Subtotal

Area

Total

Area

Metro

Area

South
South Atlantic
East South Central
West South Central

Non-Metro

Subtotal

Area

Total

Area

West

New England

Middle Atlantic

40

196

27

Total United States
Source: U. S. Census of Housing.

57

67

253

1.7%

2.2

3.0%

3.1

2.1%

2.4

Subtotal

210

84

320

2.2

3.1

2.5

North Central

East North Central

West North Central

157

53

105

70

262

123

2.2

2.6

3.0

2.6

2.4

2.6

Subtotal

210

175

385

2.3

2.8

2.5

South

South Atlantic

East South Central

Paralleling the patterns noted for crowding,
renter occupied stock reflected a higher frequency
of dilapidation than owner units. Overall dilapidation here for the nation was about 6.4 percent
in 1960 ranging from 4.8 percent in metropolitan
areas to 10.0 percent in non-metropolitan areas

outlying communities exceeding that for central
cities. In all likelihood, more lax code enforcement, less dynamic housing markets, and a variety of other factors normally operative to
replenish area housing were less likely to be
found among the smaller areas than for their

and continued to show a higher frequency of

larger size counterparts. therefore resulting in

substandardization than that noted for the nation's metropolitan areas-2.6 percent as compared with 1.1 percent. Dilapidation for owner
renter occupied units may be found in Appendix
Tables C3 and C4.
b. Dilapidation by Rank Size. Dilapidation
among the nation's occupied housing units tended to be more acute in areas' under 250,000 in
population than for larger sized metropolitan
regions. As shown in Table 7, the level of dilapidation tended to increase inversely to the size
of metropolitan area, going from about 2.1 percent for regions over 1 million persons to 4.1 percent for those under 250,000. The same pattern
appeared for both central city and suburban
locations by metropolitan ranked size, though,
as noted previously, each of these relationships
would have to be carefully examined and could
conceivably be altered radically depending on
the reliability of census enumerations.
Dilapidation in central cities exceeded that for
suburban areas for regions over 500,000 persons.
Patterns for smaller sized metropolitan areas
were reversed with the percent dilapidation in

these patterns.
Dilapidation for metropolitan areas by rank
size in the United States in 1960 is summarized
in Table 7.
TABLE 7. Percent Dilapidation, Occupied Housing
Units by Metropolitan Rank Size,
United States, 1960
Percent Dilapidation in all Units
Rank Size

Central
City

Suburbs

Metro
Total

Over 1,000,000

2.7%
3.1
3.0
3.5

1.4%
2.9
4.5
5.0

2.1%
3.0
3.7
4.1

500,000-1,000,000
250.000-500,000
Under 250,000

Source: u. S. Census of Housing.

Continuing patterns previously noted, the condition of renter occupied units was more acute
than sale dwellings. Dilapidation ranged from
3.1 percent for metropolitan areas over one million persons to 6.7 percent for those under
250,000 persons. By comparison, the level of dilapidation among owner units increased from
0.7 to 2.4 percent, respectively, for corresponding
rank size levels. Patterns for renter and owner
occupied units by metropolitan area rank size
may be found in Appendix Tables 5 and 6.

West South Central

146

265

169

179

411

239
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TABLE 8. Non-White Occupancy "Shares," Metropolitan Area Dilapidated Housing Units, United States,
Regions and Divisions, 1960
Percent Non-White Household.
Total
Households 1

Regions and Divisions

Dilapidated
Units 2

DI.parity
Indus

15.7%
34.8

5.4
3.8

TABLE 8. Non-White Occupancy "Shares," Metropolitan Area Dilapidated Housing Units, United States,

Regions and Divisions, 1960

Percent Non-White Households

Northeast
New England
Middle Atlantic

2.9%
9.2

Regions and Divisions

Total

Households1

Dilapidated

Units 2

Disparity

lndex a

Northeast

New England

North Central
East North Central
West North Central

10.3
6.6

37.5
22.6

3.6
3.4

South
South Atlantic
East South Central
West South Central

18.8
21.8
14.8

32.8
64.2
46.7

1.7
2.9
3.2

3.6
8.0

16.0
21.7

4.4
2.7

10.6
38.7
Total United States
Non-white as percent of total households.
Non-white dilapidated occupancies to total dilapidated occupancies.
Ratio of non-white dilapidated occupancies to non-white shares of total division households.
Source: U. S. Census of Housing.

3.7

West
Mountain
Pacific

Middle Atlantic

2.9%

9.2

15.7%

34.8

5.4

3.8

1.
2.
3.

North Central

East North Central

West North Central

10.3

6.6

37.5

22.6

3.6

3.4

South

South Atlantic

East South Central

18.8

21.8

32.8

1.7

2.9

3.2

West South Central

14.8

64.2

46.7

West

Mountain

Pacific

3.6

8.0

16.0

21.7

4.4

2.7

Total United States 10.6

1. Non-white as percent of total households.

2. Non-white dilapidated occupancies to total dilapidated occupancies.

3. Ratio of non-white dilapidated occupancies to non-white shares of total division households.

Source: U. S. Census of Housing.

38.7

3.7

4. Analysis of Households Residing in Substand-

ard Units

Families and related individuals directly af-

fected by dilapidated units in 1960 have been

traced in this study. Principal groups examined

and discussed include: non-white households;

Latin households; and elderly households.

4. Analysis of Households Residing in Substandard Units
Families and related individuals directly affected by dilapidated units in 1960 have been
traced in this study. Principal groups examined
and discussed include: non-white households;
Latin households; and elderly households.
a. Non-White Households. As shown in Table
8, non-white households were particularly hardpressed with regard to their housing as seen by
their occupancies in dilapidated structures. Consisting of about 10.6 percent of the nation's
households residing in metropolitan areas in
1960, non-whites occupied approximately 38.7
percent of dilapidated units in these areas. Stated
in other terms, for these families the "disparity
index," i.e., the proportion of non-whites in dilapidated housing units to their percent of all
households, was about 3.7.
This disparity for non-white households held
for all geographic subdivisions of the United
States in 1960, ranging from a low index of 1.7
in South Atlantic states to a high of 5.4 in New
England.
Apart from the relative disparities suggested
by these index figures, acute housing conditions
prevailed for non-whites in many areas. For example, in the East South Central states they
actually occupied a majority (64.2 percent) of
the division's substandard units. Reflecting differences in degree only, the non-white housing
burden also was severe in West South Central,
Middle Atlantic, East North Central, and South
Atlantic states where minorities accounted for a

a. Non-White Households. As shown in Table

8, non-white households were particularly hard-

pressed with regard to their housing as seen by

their occupancies in dilapidated structures. Con-

sisting of about 10.6 percent of the nation's

households residing in metropolitan areas in
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third or more of the households occupying
dilapidated structures.
Table 8 summarizes the pattern of non-white
occupancy of dilapidated units among geographic
divisions of the United States in 1960.
U. Spanish Surname Households. Disparities
noted for non-white housing unit occupancies in
1960 also applied, to a lesser extent, to households wi th Spanish surnames (U.S. Census reference to Latin families) residing in the Southwest.
Patterns for selected states shown in Table 9
indicate that Spanish speaking minority household occupancy of dilapidated dwellings was disproportionate to their share of total area population. An overall "disparity index" of 1.6 for the
five states in question ranged from a low of 1.1
in Texas to a high of 2.3 in California.
Occupancy patterns in dilapidated units for
households with Spanish surnames by selected
states in 1960 are summarized in Table 9.
TABLE 9. Spanish Surname Occupancy "Shares,"
Dilapidated Units, Selected States, 1960
Percent Spanish Surname Household.
DI.perity
Dilapidated
Total
InduS
Households 1 Units 2

State
Arizona
California
Colorado
New Mexico
Texas

9.9%
7.5
3.9
10.8
8.2

17.9"17.5
7.8
19.0
8.8

1.8"2.3
2.0
1.8
1.1

1.6
Total
7.7
12.5
1. Spanish surnames as percent of total households.
2. Percent of Spanish surname dilapidated occupancl.. to
total dilapidated occupancies.
3. Ratio of Spanish surname and dilapidated occupancl.. to
their share of all state households.
Source: U. S. Census of HousinS.
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c. Elderly. Contrary to what might have been

expected, the incidence of the nation's elderly

households in dilapidated units was generally

coincident with their shares of area total house-

holds. Elderly households comprised approxi-

mately 17.3 percent of metropolitan area house-

holds of the nation in 1960 and occupied about

19.2 percent of the dilapidated units within

those metropolitan areas for the corresponding

year, a disparity index of 1.1. This pattern, with

the exception of Mountain, East, and West South

Central areas, generally applied to all other

divisions in the United States.

Elderly occupancy patterns by dilapidated

units are shown in Table 10.

As further noted in this report, the nature of

housing problems confronting the nation's elder-

ly is not reflected accurately by their occupancy

of dilapidated units alone. Serious shelter-budget

constraints and supply shortages exacerbate hous-

ing problems for this group.

d. Rent-Value. By far the largest share of dilapi-

dation in the United States in 1960 within and

without metropolian areas was found among in-

expensive housing units. As shown in Table 11,

almost three out of every four renter units classi-

fied as dilapidated were priced under $60. More

than nine out of ten sale dwellings similarly

classified were valued below $10,000.

Metropolitan area dilapidated renter units

c. Elderly. Contrary to what might have been
expected, the incidence of the nation's elderly
households in dilapidated units was generally
coincident with their shares of area total households. Elderly households comprised approximately 17.3 percent of metropolitan area households of the nation in 1960 and occupied about
19.2 percent of the dilapidated units within
those metropolitan areas for the corresponding
year, a disparity index of 1.1. This pattern, with
the exception of Mountain, East, and West South
Central areas, generally applied to all other
divisions in the United States.
Elderly occupancy patterns ~y dilapidated
units are shown in Table 10.
As further noted in this report, the nature of
housing problems confronting the nation's elderly is not reflected accurately by their occupancy
of dilapidated units alone. Serious shelter-budget
constraints and supply shortages exacerbate housing problems for this group.
d. Rent-Value. By far the largest share of dilapidation in the United States in 1960 within and
without metropolian areas was found among inexpensive housing units. As shown in Table 1 I,
almost three out of every four renter units classified as dilapidated were priced under $60. More
than nine out of ten sale dwellings similarly

were heavily concentrated in the below $80 class

with a median value of about $52 as against a

median for non-metropolitan areas of about $32.

Variations by region for sale units generally

paralleled those for rental dwellings.

Rent-value for United States dilapidated units

for both metropolitan and non-metropolitan

areas are shown in Table 11.

B. Total Housing Needs; 1960

classified were valued below $10,000.

Metropolitan area dilapidated renter units
were heavily concentrated in the below $80 class
with a median value of about $52 as against a
median for non-metropolitan areas of about $32.
Variations by region for sale units generally
paralleled those for rental dwellings.

Rent-value for United States dilapidated units
for both metropolitan and non-metropolitan
area'! are shown in Table 11.

B. Total Housing Needs; 1960
Apart from gaps expressed through crowding.
doubling and substandard unit indicies is a
subtle and perhaps more critical element of
housing need reflected by ability to pay the cost
of available shelter. The significance of this relationship is further emphasized by space needs
which suggest that three fundamental factors of
household size, income, and housing unit bedroom count are inextricably interrelated. Compromising with any of these criteria results in
the distortions outlined above, namely. family
living under crowded, doubled, or substandard
condi tions.
1. Shelter-Budgets

National housing needs reflected in the materials analyzed immediately above indicate acute
problems both for owner and renter stock. To
comprehend more fully these needs and focus on
the critical shelter budget aspects, evaluations
undertaken in this section trace housing gaps
with regard to rent-value levels for the United
States.
a. Rent-Income Standard. Total housing needs
have been assessed by imposing a shelter-budget
standard in place of actual outlays incurred by
the nation's households in 1960. For purposes of
analysis, a 25 percent rent-income ratio comparable to the rent supplement program has been
applied to renter households earning less than

Apart from gaps expressed through crowding,

doubling and substandard unit indicies is a

subtle and perhaps more critical element of

TABLE 10. Elderly Occupancy "Shares," Metropolitan Areas Dilapidated Housing Units, United States,
Regions and Divisions, 1960

housing need reflected by ability to pay the cost

of available shelter. The significance of this re-

Regions and Divisions

Total
Households 1

Dilapidated
Units2

Disparity
Index 3

Northeast
New England
Middle Atlantic

21.1%
18.4

27.6%
18.6

l.3%
1.0

North Central
East North Central
West North Central

16.7
18.9

lS.4
24.0

1.1
1.3

South
South Atlantic
East South Central
West South Central

15.5
15.5
14.3

lS.7
22.3
21.6

1.2
1.4
l.5

16.0
17.3

22.7
20.2

1.6
1.2

17.3

19.2

1.1

lationship is further emphasized by space needs

which suggest that three fundamental factors of

household size, income, and housing unit bed-

room count are inextricably interrelated. Com-

promising with any of these criteria results in

the distortions outlined above, namely, family

living under crowded, doubled, or substandard

conditions.

1. Shelter-Budgets

National housing needs reflected in the mate-

rials analyzed immediately above indicate acute

problems both for owner and renter stock. To

West

comprehend more fully these needs and focus on

Mountain
Pacific

the critical shelter budget aspects, evaluations

undertaken in this section trace housing gaps

Total

with regard to rent-value levels for the United

States.

a. Rent-Income Standard. Total housing needs

have been assessed by imposing a shelter-budget

1.
2.
3.

Elderly as percent of total households.
Percent of elderly dilapidated occupancies to total dilapidated occupancies.
Ratio of elderly dilapidated occupanies to their share of aI/ division households.
Source: U. S. Census of Housing.

standard in place of actual outlays incurred by

the nation's households in 1960. For purposes of

analysis, a 25 percent rent-income ratio compara-

ble to the rent supplement program has been

applied to renter households earning less than

TABLE 10. Elderly Occupancy "Shares," Metropolitan Areas Dilapidated Housing Units, United States,

Regions and Divisions, 1960
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TABLE 11.

Dilapidation by Rent-Value, Metropolitan and Non-Metropolitan Areas, United States, 1960
Non-Metro
Area

Total
--

185,000
212,300
143,800
58,200
18,500
8,400
626,200

291,700
107,800
47,100
15,100
4,100
3,100
468,900

476,700
320,100
190,900
73,300
22,600
11,500
1,095,100

29.5%
33.9
23.0
9.3
3.0
1.3
100 %
$ 52

62.2%
23.0
10.0
3.2
0.9
0.7
100 %
$ 32

43.5%
29.2
17.4
6.7
2.1
1.1
100 %
$ 44

198,400
18,700
5,100
1,900
2,100
226,200

327,600
8,400
2,200
800
900
339,900

526,000
27,100
7,300
2,700
3,000
566,100

87.7%
8.3
2.3
0.8
0.9
100%
$5,700

96.4%
2.5
0.6
0.2
0.3
100%
$5,200

92.9%
4.8
1.3
0.5
0.5
100%
$5,400

Rent
TABLE 11. Dilapidation by Rent-Value, Metropolitan and Non-Metropolitan Areas, United States, 1960

Rent

Under $40

$ 40- 59

$ 60- 79

$ 80- 99

$100-119

$100 and over

Total

Median Rent

Value

Under $10,000

$10,000-14,999

$15,000_19,999

$20,000-24,999

Under $40
$ 40- 59
$ 60- 79
18099
100-119
100 and over
Total
Median Rent
Value
--Under $10,000
O,000-14,999
15,000-19,999
20,000-24,999
Over $25,000
Total
Median Value
Source: U. S. Census of Housing.

r

Percent Distribution
Metro
Non-Metro
Area
Area

Housing Units
Metro
Area

Total

Over $25,000

Total

Median Value

Source: U. S. Census of Housing.

Housing Units

Percent Distribution

Metro

Area

Non-Metro

Area

Total

Metro

Area

Non-Metro

Area

Total

185,000

291,700

476,700

29.5%

62.2%

43.5%

212,300

107,800

320,100

33.9

23.0

29.2

143,800

47,100

190,900

23.0

10.0

17.4

58,200

15,100

73,300

9.3

3.2

6.7

18,500

4,100

22,600

3.0

0.9

2.1

8,400

3,100

11,500

$3,000 per year. Conservatively established, this
same standard could be applied to higher income
brackets in line with existing special assistance
programs. (As will be seen in Section III, a more
refined analysis for metropolitan housing needs
to 1975, taking account of both income and size
requirements, extends the concept of shelterbudget standards.)
In reality, the choice of rent-income ratio applied to households earning less than $3,000,
owing to their low income status, does not result
in significant differences in the price of housing
required. Assuming a broad standard ranging
between 15 and 30 percent, for example, against
the mean household income of $1,500 for this
lowest earning group, implies a potential annual
outlay from $225 to $450. Though varying by a
factor of two, the essential fact is that at the
highest end of this range the average monthly
shelter expenditure that can be incurred is less
than $40-far below any available units aside
from those provided by public housing or by
other, older dwellings with serious deficiencies.
Within the rental thresholds established, therefore, the choice of 25 percent rent-income ratio
appears reasonable for determining housing
"need."
b. Value-Income Standard. In a similar fashion,
a shelter-budget standard has been applied to
ownership units to better assess housing needs
for this group. While a definite standard cannot
be established by any rule of thumb, a value-toincome ratio of 2Y2 to one, which is consistent
with widely held standards for ownership, has
been assumed.
Quantification of "needs" with respect to ownership units at best results in a gross estimate for

1.3

0.7

1.1

626,200

468,900

1,095,100

Outloo k for Housing Nee ds

several reasons. First, the element of choice for
ownership is restricted to those with sufficient
financial wherewithal to meet the initial capital
outlay required. Secondly, a shelter-budget standard applied indiscriminately would fail to reflect
accumulated family assets, particularly homes
owned without any encumbrance. Long-term
owner households wi th heads retired or engaged
in limited employment with low earnings would
be clearly overlooked in this instance.
Therefore, to assess more accurately sale unit
housing need, analysis was first undertaken of
owner households throughout the entire income
spectrum whose homes were not mortgaged.
Based on these data--obtained from census materials for 1960-the aforementioned value-income
standard was applied to households below $3,000
and the resulting aggregate supply and demand
profiles matched by means of the interface technique described here.
Estimated total housing needs by rent-value
class for the United States are set forth in Table
12. The table reflects an "interface" between
gross rental and value levels for 1960 occupied
units and indicates demand preferences as derived through application of the aforementioned
shelter-budget standards to 1960 household in-

come patterns (see Appendix Tables BI and B2).
By correlating supply and demand forces in this
fashion, housing surpluses and deficits are revealed, the significance of which is discussed in
detail in the following paragraphs.
c. Indicated Deficits and Surpluses. Estimates
of housing needs shown in Table 12 describe two
basic conditions with regard to national residential resources. The first is availability or unavailability of housing units to satisfy demand pref-
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in anyone rell! or value bracket tIoes not lUean

TABLE 12. Estimated Total Housing Needs

by RentNa lu::, United States, 1960 1
Housing Uni ts (000)
UnHed
Non-Melro Stetes

Metro

Area

- 2,2 49

+ 65
+l,179
+ 595
+ 230
+ 159
+ 21
---

Under $5000
$5000-7499
$7500-9999
10,000-12,499
12,500-1 4,999
$15,000-19,999
$20,000-24,999
Ove r $25,000

1

- 1,001
+ 288

+
+
+
+
+

466
165
46
24

12

0

0

+ 597.1
+
+ 1,124

+l,96 1
+ 1,287
+ 1,116

Value

+1,394
+ 1,208
+ 1,610

+

aIL households seeking housing at that level have

646

+ 541
---

7,188 '

+
+
+
+
+

969
584
653
235
230

--+ 7,035 '

-

+
+
+
+
+
+

3,250

353

1,645

760

276
183

33

0
+
+
+
+
+
+
+

+

2,035
1,878
2,240
2,363
1,792
2,263
881
771

+14,223 '

1. Based on 25 percent rent·income standard for renters and
a value-income standard 01 21/2 10 1 for owne", wi th Incomes
under $3000.
2. Indicated surplus total lor sale units reflects low income
roups whose hom"s are owned fl1!e and clea r.
oute.' Robert Gladstone and Associ.tH.

'
erences
reflected by application of the aforemen·
tiolled shelter.budget !>tandard at gi"en price
le\·e!s. A surplus of relllal d wellings ill the o"er
S 120 pcr mom h cell, for exa mple, indica tes tha t
suflicient housi ng of th is ty pe is amicipated to
mcet dem a nd prefe rences of households seeking
these units. A defid t wou ld suggest the opposite
concl usion.
A second condi tion of housing need refl ected
in the lable relates to the implicit "perfect
match ing" be tween hou seholds and housing un its.
Howercr, many faCIOrs tha t fu nh er compound
needs beyond those stated here intervene in real
market si tua tions. Ind icative of these housing
requirements are factors simi lar to those alread y
men t ioned in a previous sect ion of t h is repon
sll ch as:
High levels of crowding Ivithin the nalion's
housi ng stock in 1960;
Extensive famil y doubling;
Considerab le housi ng dila pidation in [960
wh ich, accordi ng to Census, is li kely underst,lled ; and
Disproport ionate housing outlays on the part
of renter hOLiseholds.
Quant ificatio n of national housi ng require·
ments may be read d ireclly opposite each rent·
value cell shown in T able 12, or grouped in su ccessi"e price level s to dcterm ine their broader
impli cations. A precautionary note is in order,
however, to avoid ove rsimplifi ca tion. A balance
of dem;md preferences wi lh the indica ted supply

OUt/""< fo(H6;u.~

been ~alisfied. Neither will preferences for lower
priced housing ncceS!>arily be satisfied when an
aggregate numerical balance between deficiu and
surpluses (taking cUlllulative totals to the next
higher pricc l(,vel) is obtai ned. It is not possible
to interpret these estimates of hOllsing necd~ p red~ely ~ince other factors as. for exa mple, location,
etL, ilia>' lead to di~tortion.s in spite or apparently
adequate supplies of units at given price classes.
One or all of these variables could force households to choose accommodations other t han those
priced at lereb within their demand preferences.
(I) Critiral Nt'ed S(ctors. Housing needs projected abo\le affect low income households pri11larily in metropolitan and non·metropoli tan
areas. Although middle income housing deficits
in rental brackel~ between $80 and $100 are not
indicated, shonage~ in I.hese ranges might still
exht in the Mtion. DefidL~ here might relate to
\electIve locat ions or sped fie unit types, [or exam
pie. I n addi tion, shm'rages in one rental cell
interact with surpll1~ in others, creating market
pressures among income groups, Thus, the competition between low and middle income household~ \'ying for housing at the salDe price level
will h:ad to di~tonions and available supply for
uoth illcome grou ps.
,\s shOWn in Tallie 12, bonom-cnd Il!nlaJ hous·
ing requiremelllS for the nation in 1960 amounted 10 auout 2.3 million units, priced under $40
per month .. \ ppJiLation of a value-income stand·
ard, however, does not disdose any sale unit de·
ficiencies, bill ralher, once a~set.s in the form of
unmortgaged homes are taken into account for
disul;!le income groups, it reveals the presence of
appreciable SUl'pluses. The unique role that fam·
ily ;mel~ play in home ownership ind icates that
reliance on an income index to determi ne sale
ullit "housing need·;" (by matching implied shelleI" outlays derived froUl current inl"OilIe wit h
home "al ues) rcqu ire.o; comidemble analytic
scrutiny.
Indicated surpluse.!> ant! gaps (or the nation in
1960 in the context of total housing needs nate·
llIenl have been summarized in Table 12, Thi~
same technique. appropriately c~tended, has been
applied to project national housmg needs in 1975
as is see n funhel" in this report. I n add ilion.
these total needs as expressed through imposition
of a shelter budget nandanl will be compared
with incremental housing requirements for the
nation based on "normative" patterns reftcced ill
Original from
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1960. For the most critical case, that of metro-

politan area renter households, a more refined

analysis related to rent paying capacity and size

requirement has ben undertaken.

(2) Impact on Metropolitan Households. De-

tailed analysis of the nation's metropolitan rent-

ers, where the most acute needs were manifest

in 1960, reveals that low income households,

earning less than $3,000, primarily accounted for

indicated deficits. Further evaluation shows that

the largest share of these gaps was for small sized

units, consisting of efficiency dwellings. As noted

further below and in a subsequent section of this

report, low income elderly and young couplesâ

dominantly small sized householdsâare prime

factors accounting for this need for smaller units.

In turn, decreasing needs were indicated for one,

two, and three or more bedroom apartments as

summarized in Table 13.

1960. For the most critical case, that of metropolitan area renter households, a more refined
analysis related to rent paying capacity and size
requirement has ben undertaken.
(2) Impact on Metropolitan Households. Detailed analysis of the nation's metropolitan renters, where the most acute needs were manifest
in 1960, reveals that low income households,
earning less than $3,000, primarily accounted for
indicated deficits. Further evaluation shows that
the largest share of these gaps was for small sized
units, consisting of efficiency dwellings. As noted
further below and in a subsequent section of this
report, low income elderly and young couplesdominantly small sized households-are prime
factors accounting for this need for smaller units.
In turn, decreasing needs were indicated for one,
two, and three or more bedroom apartments as
summarized in Table 13.

TABLE 13. Indicated Size Needs, Housing Units with

Rentals Under $40 Per Month, United States,

Metropolitan Areas, I960'

Housing Units

Percent Distribution

Size

Efficiency

One Bedroom

Two Bedroom

Three or More Bedrooms

57.0%

19.0

14.0

10.0

100.0%

TABLE 13. Indicated Size Needs, Housing Units with
Rentals Under $40 Per Month, United States,
Metropolitan Areas, 1960 I
Housing Units
Percent Distribution
Size
Efficiency
57.0%
One Bedroom
19.0
Two Bedroom
14.0
Three or More Bedrooms
10.0
100.0%
1. Based on analysis of metropolitan renter households "preferring" but unable to obtain units priced under $40 per
month and indicated gaps in available supply of these
dwellings.
Source: Robert Gladstone and Associates.

1. Based on analysis of metropolitan renter households "pre-

ferring" but unable to obtain units priced under $40 per

month and indicated gaps in available supply of these

dwellings.

Source: Robert Gladstone and Associates.

(3) Non-White Households. By virtue of their
low income status, non-white households were
significantly affected by the shelter gaps indicated

above. An estimated one-quarter (26.2 percent) of
the 2 million plus metropolitan units required
with rentals under $40 per month in the nation
for 1960 were needed by this group. Moreover,
the distribution of household size requirements
was significantly different than that suggested by
overall gaps as reflected in Table 13.
Analysis of national non-white rental households suggests that a higher proportion of these
families required medium and large sized units
with two or three or more bedrooms, in contrast
with the preponderant number of efficiency and
one bedroom apartments indicated in Table 13.
A distribution of non-white renter requirements
by bedroom size within the under $40 rental
bracket is shown in Table 14. As may be seen,
over one-half of the indicated gap for large size
dwelling units (three or more bedrooms) was accounted for by non-white families. In turn, nonwhites accounted for more than one-third (36.4
percent) of the two bedroom shortages indicated
and about one-quarter and 18 percent, respectively, of those noted for one bedroom and
efficiency units.
Distributions of non-white housing needs for
rental units priced below $40 in relation to overall gaps are shown in Table 14.
TABLE 14. Non-White "Shares" of Indicated
Metropolitan United States Housing Needs by Bedroom
Count, Rental Units under $40 Per Month, 1960
Non-White "Shares" of
Indicated Nation Needs
Unit Size
Efficiency
18.2%
One Bedroom
25.2
Two Bedroom
36.4
Three or More Bedrooms
52.6

(3) Non-White Households. By virtue of their

low income status, non-white households were

significantly affected by the shelter gaps indicated

above. An estimated one-quarter (26.2 percent) of

the 2 million plus metropolitan units required

TABLE 15. Estimated Housin~ Needs by Bedroom Count, Metropolitan Are~ Units under $40 Per Month,
United States Regions and DiVisions, 1960
Bedroom Distribution (Percent)
Percent
Efficiency
Regions and Divisions
Distribution
One Bedroom Two Bedroom Three + Bedroom

Total

with rentals under $40 per month in the nation

for 1960 were needed by this group. Moreover,

the distribution of household size requirements

was significantly different than that suggested by

Northeast
New England
Mid Atlantic

overall gaps as reflected in Table 13.

Analysis of national non-white rental house-

holds suggests that a higher proportion of these

families required medium and large sized units

North Central
East North Central
West North Central

with two or three or more bedrooms, in contrast

with the preponderant number of efficiency and

one bedroom apartments indicated in Table 13.

A distribution of non-white renter requirements

by bedroom size within the under $40 rental

South
South Atlantic
East South Central
West South Central

6.8%
28.4
(35.2)

65.8
59.7
60.9

24.4
22.5
22.9

7.0
11.9
10.9

2.8
5.9
5.3

100.0%
100.0
100.0

18.5
5.1
(23.6)

49.1
56.7
50.7

20.5
14.4
19.2

18.9
18.4
18.8

11.5
10.5
11.3

100.0
100.0
100.0

11.8
3.2
7.0
(22.0)

48.9
62.9
58.2
53.8

21.5
0.6
7.7
14.1

14.1
3.5
12.9
12.2

15.5
33.0
21.2
19.9

100.0
100.0
100.0
100.0

2.5
16.7
(19.2)

57.7
60.5
60.0

11.5
18.7
17.8

20.4
15.2
15.9

10.4
6.3
6.3

100.0
100.0
100.0

57.0

19.0

14.0

10.0

100.0%

bracket is shown in Table 14. As may be seen,

over one-half of the indicated gap for large size

dwelling units (three or more bedrooms) was ac-

counted for by non-white families. In turn, non-

West
Mountain
Pacific

whites accounted for more than one-third (36.4

percent) of the two bedroom shortages indicated

and about one-quarter and 18 percent, respec-

Total United States
100.0%
Source: Robert Gladstone and Associates.

tively, of those noted for one bedroom and

efficiency units.

Distributions of non-white housing needs for

rental units priced below $40 in relation to over-

all gaps are shown in Table 14.

TABLE 14. Non-White "Shares" of Indicated
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(4) Elderly.

(4) Elderly. As previously noted, the dominant

sector for units priced under $40 was for smaller

sized apartments in 1960. An overwhelming share

of this demand component was directly attrib-

utable to elderly households consisting of one or

two persons. Examination of the needs of these

households suggests that they amounted to up to

one-half of all households requiring efficiency

and one bedroom units.

(5) Regional Housing Needs. In much the same

manner in which total United States renter hous-

ing units by size have been estimated in 1960,

parallel evaluations of requirements among the

nation's regions have been obtained. Compara-

tive information reflecting these findings may be

found in Table 15. The Mid-Atlantic Region

accounts for the highest share of indicated na-

tional housing gaps (28.5 percent), followed by

the East Norh Central and Pacific division, 18.5

and 16.7 respectively. Detailed estimates for

United States housing gaps for metropolitan

rental units priced under $40 by bedroom count

in 1960 are summarized in Table 15.

(a) "Need Index." As an aid in comprehending

relative differences among regions, an index re-

lating the deficit of metropolitan rental units

under $40 to the available supply on those units

has been developed. A "need index" of 1.0, for

example, would indicate a gap equivalent to the

actual supply of available units; 2.0 would indi-

cate a deficit two times greater than the existing

inventory.

The index for geographic subdivisions within

the nation range from a low of 0.62 for East

South Central states to a high of 2.88 for East

North Central areas. Variations by geographic

divisions are set forth in Table 16.

TABLE 16. "Need Index" Rental Units under $40,

Geographic Subdivisions, United States, 1960

Division

Need Index'

Northeast

New England

TABLE 16. "Need Index" Rental Units under $40,
Geographic Subdivisions, United States, 1960

As previously noted, the dominant
sector for units priced under $40 was for smaller
sized apartments in 1960. An overwhelming share
of this demand component was directly attributable to elderly households consisting of one or
two persons. Examination of the needs of these
households suggests that they amounted to up to
one-half of all households requiring efficiency
and one bedroom units.
(5) Regional Housing Needs. In much the same
manner in which total United States renter housing units by size have been estimated in 1960,
parallel evaluations of requirements among the
nation's regions have been obtained. Comparative information reflecting these findings may be
found in Table 15. The Mid-Atlantic Region
accounts for the highest share of indicated national housing gaps (28.5 percent), followed by
the East N orh Central and Pacific division, 18.5
and 16.7 respectively. Detailed estimates for
United States housing gaps for metropolitan
rental units priced under $40 by bedroom count
in 1960 are summarized in Table 15.
(a) "Need Index." As an aid in comprehending
relative differences among regions, an index relating the deficit of metropolitan rental units
under $40 to the available supply on those units
has been developed. A "need index" of 1.0, for
example, would indicate a gap equivalent to the
actual supply of available units; 2.0 would indicate a deficit two times greater than the existing
inventory.
The index for geographic subdivisions within
the nation range (rom a low o( 0.62 (or East
South Central states to a high of 2.88 for East
North Central areas. Variations by geographic
divisions are set forth in Table 16.

Division

Need Index!

Northeast
New England
Mid Atlantic

2.17
2.48

North Central
East North Central
West North Central

2.88
1.58

South
South Atlantic
East South Central
West South Central

1.58
0.62

0.90

West

Mountain
1.58
Pacific
2.32
1. Calculated on the basis of indicated gaps of units priced
under $40 against the available supply of corresponding units.
Source: Robert Gladstone and Associates.

(b) Non-White Regional Housing Needs.

Corresponding with earlier formulations for the
United States, the impact of indicated metropolitan rental deficits on non-whites has been traced
for regions. As shown in Table 17, considerable
variation exists among key regions of the nation
by virtue of non-white population distribution.
Non-whites actually represented a majority (53.0
percent (of housing gaps indicated for East South
Central states and comprised sizable portions of
similar deficits noted for South Atlantic (45.9
percent), West South Central (36.7 percent), and

East North Central (29.8 percent) areas.
In these areas as in others, non-white shares of
large (three or more bedroom) units were more
sizable than were their proportionate repesentation for smaller sized apartment units. As a rule,
the relative impact of indicated housing shortages on non-white renters tended to decline with
respect to smaller sized dwellings. Stated in another fashion, the effect of indicated shortages on

Mid Atlantic

2.17

2.48

TABLE 17.

Non-White "Shares" of Indicated Needs by Housing Unit Size, Metropolitan Rental Units under $40,
United States Regions and Divisions, 1960

North Central

Regions and Divisions

Efficiency

One Bedroom

Non-White "Shares"
Two Bedroom
Three + Bedroom

Total

Northeast
New England
Middle Atlantic

5.1%
15.2

6.7%
18.7

13.6%
30.8

22.1%
42.2

7.4%
20.3

North Central
East North Central
West North Centra I

20.3
13.8

28.7
19.8

41.7
27.2

57.1
46.9

29.8
19.5

South
South Atlantic
East South Central
West South Central

36.0
45.9
31.1

42.1
49.2
34.6

52.0
54.4
41.1

69.7
69.0
48.6

45.9
53.0
36.7

7.4
10.2

14.5

11.8

17.0
30.4

13.7

East North Central

West North Central

2.88

1.58

South

South Atlantic

East South Central

West South Central

1.58

0.62

0.90

West

Mountain

Pacific

1.58

2.32

West

Mountain
Pacific

7.5

21.8

1. Calculated on the basis of indicated gaps of units priced

under $40 against the available supply of corresponding units.

Source: Robert Gladstone and Associates.

(b) Non-White Regional Housing Needs. Cor-

responding with earlier formulations for the

United States, the impact of indicated metropoli-

tan rental deficits on non-whites has been traced
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the nation's non-white families by bedroom size

was the reverse of that noted for the overall

population, namely, greater gaps incurred with

increasing bedroom size.

Non-white shares of indicated housing unit size

deficiencies for the nation's geographic sub-areas

are presented in Table 17.

To briefly recap, sizable housing deficiencies

have been noted for the United States in 1960

based both on symptomatic manifestations of

such requirements in addition to those highlight-

ed through application of a shelter-budget stand-

ard. In the sections which follow, the outlook

for United States housing needs to 1975 is exam-

the nation's non-white families by bedroom size
was the reverse of that noted for the overall
population, namely, greater gaps incurred with
increasing bedroom size.
Non-white shares of indicated housing unit size
deficiencies for the nation's geographic sub-areas
are presented in Table 17.
To briefly recap, sizable housing deficiencies
have been noted for the United States in 1960
based both on symptomatic manifestations of
such requirements in addition to those highlighted through application of a shelter-budget standard. In the sections which follow, the outlook
for U ni ted States housing needs to 1975 is examined.

3.29 persons per household in 1950 and 1960,
respectively. As shown in Table 18, average
household size for both white and non-white
groups followed this trend. Declines in average
white household size tended to be sharper than
those indicated for non-white, going from about
3.64 to 3.23 for 1940-60 with corresponding
changes for non-whites indicated at 4.02 to 3.84
persons per household.
Average households size trends by race for the
nation between 1940 and 1960 are summarized
in Table 18.

III. Housing Demand and Supply Forecasts
A.. General Factors A.ffecting Forecast

Race

1940

1950

1960

White
Non-White
All

3.64
4.02
3.67

3.37
3.90
3.42

3.23
3.84
3.29

TABLE 18. Average Household Size Trends by Race,
United States, 1940-60
Persons Per Household

ined.

III. Housing Demand and Supply Forecasts

A. General Factors Affecting Forecast

Demographic factors affecting housing demand

in the United States are discussed in this section.

Key trends are initially traced followed by antici-

pated changes to 1975 in which an evaluation of

the nation's housing needs has been predicated.

/. Households and Population

Reflecting nationwide post-war trends toward

Demographic factors affecting housing demand
in the United States are discussed in this section.
Key trends are initially traced followed by anticipated changes to 1975 in which an evaluation of
the nation's housing needs has been predicated.

decreasing average household size, households

gains between 1950 and 1960 actually exceeded

1. Households and Population

population increases for the United States. House-

holds were up 25.0 percent (10.5 million) for

1950â60 with corresponding population gains set

at about 20.1 percent (29.1 million) for the same

period. Expressed in other terms, more housing

units were required to shelter fewer residents in

1960 than was the case in 1950.

a. Household Size. Continuing trends discern-

ible in the immediate post-war period, average

household size for the United States declined be-

tween 1950 and 1960 as changes in national

living patterns and life expectancy occurred. A

primary factor responsible for this decline was

the sharp increase in small households consisting

of one or two persons. The tendency for young

unmarried persons to establish their own house-

holds, the increase in longevity for elderly per-

sons, and the tendency for couples to maintain

independent households were significant, con-

tributing factors. Sharp declines in family dou-

bling, down to about 2 percent of the nation's

married couples in 1960 as contrasted with 6.6

percent in 1950, was another factor accounting

for household gains noted.

Changes in average household size for the na-

tion went from about 3.67 in 1940 to 3.42 and

3.29 persons per household in 1950 and 1960,

respectively. As shown in Table 18, average

household size for both white and non-white

groups followed this trend. Declines in average

white household size tended to be sharper than

those indicated for non-white, going from about

3.64 to 3.23 for 1940â60 with corresponding

changes for non-whites indicated at 4.02 to 3.84

persons per household.

Average households size trends by race for the

nation between 1940 and 1960 are summarized

in Table 18.

Reflecting nationwide post-war trends toward
decreasing average household size, households
gains between 1950 and 1960 actually exceeded
population increases for the United States. Households were up 25.0 percent (10.5 million) for
1950-60 with corresponding population gains set
at about 20.1 percent (29.1 million) for the same
period. Expressed in other terms, more housing
units were required to shelter fewer residents in
1960 than was the case in 1950.
a. Household Size. Continuing trends discernible in the immediate post-war period, average
household size for the United States declined between 1950 and 1960 as changes in national
living patterns and life expectancy occurred. A
primary factor responsible for this decline was
the sharp increase in small households consisting
of one or two persons. The tendency for young
unmarried persons to establish their own households, the increase in longevity for elderly persons, and the tendency for couples to maintain
independent households were significant, contributing factors. Sharp declines in family doubling, down to about 2 percent of the nation's
married couples in 1960 as contrasted with 6.6
percent in 1950, was another factor accounting
for household gains noted.
Changes in average household size for the nation went from about 3.67 in 1940 to 3.42 and

United States, 1940-60

Persons Per Household '

Race

1940

3.64

1. Population residing in households.
Source: U. S. Census of Housing and Population.

Trends noted here were repeated for both
metropolitan and non-metropolitan areas in the
nation in the 1950's. Although previous trends
are expected to continue to influence housing
demand in the period ahead, average household
size is not anticipated to decline as rapidly in
the years ahead for the United States. Prospects
are for a more gradual decrease in household
size in the years ahead due to proportionate
gains in larger size families and their resulting
impact on average household size.
The shifting distribution of national households by size groups between 1950 and 1960 may
be seen in Table 19. Small households (one and
two persons) increased their share of the nation's
total households from 37.4 percent in 1950 to
41.4 percent in 1960, up 5.9 million households
to 21.9 million by the end of the decennial decade. No other group expanded as rapidly as did
small households. Medium sized households
(three and four persons) were up 1.5 million
(8.4 percent) for the period with their relative

share of all national households declining from
41.1 percen t to 36.1 percent for 1950-60. Largesized households (five or more persons), on the
other hand, gained almost as rapidly as small
households, up 2.7 million (29.4 percent) from
9.2 to 11.9 million. As a result, their proportionate shares of all national households was up
slightly from 21.5 percent in 1950 to 22.5 percent
in 1960.
In general, patterns noted for the nation at
large also applied to metropolitan areas. Small
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TABLE

TABLE 19. Household Size Trends, United States, 1950-60

Households (OOO)

19. Household Size Trends, United States, 1950-60

Metro
Small
Medium
Large

Households (000)
1950

1960

Changes 1950-60
Number

Percent

Percent Distribution
1950
1960

9,822
11,012
5,014

14,276
12,451
7,273

4,454
1,439
2,259

45.3%
13.1
45.1

38.0%
42.6
19.4

42.0%
36.6
21.4

25,848 1

34,000

8,152

31.5%

100.0%

100.0%

6,248
6,649
4,224

1,659
6,686
4,679

1,411
34
455

22.6%
.6
10.8

36.5%
38.8
24.7

40.3%
35.1
24.6

17,121

19,024

1,903

11.1%

100.0%

100.0%

16,070
17,661
9,238

21,933
19,138
11,953

5,863
1,477
2,715

36.5%
8.4
29.4

37.4%
41.1
21.5

41.4%
36.1
22.5

42,969

53,024

10,055

23.4%

100.0%

100.0%

Changes 1950-60

Percent Distribution

Metro

1950

1960

Number

Non-Metro
Small
Medium
Large

Percent

1950

1960

Small

9,822

14,276

United States
Small
Medium
Large

4,454

1,439

Adjusted slightly to correspond with 1960 definition of standard metropolitan statistical areas.
Source: U. S. Census of Housing.
1.

2,259

45.3%

38.0%

42.0%

Medium

11,012

12,451

13.1

42.6

36.6

Large

5,014

7,273

45.1

19.4

21.4

Non-Metro

25,848'

34,000

8,152

households accounted for more than one-half of
all household increases, 4.4 million against 8.2
million; thus, by 1960 this group represented
more than 2 out of every 5 metropolitan households. Substantial gains were also registered by
large sized households, while medium sized
groups showed only moderate gains.
Detailed household size trends for the nation
for 1950-60 are presented in Table 19.
b. Households by Race. Substantial gains noted
in the United States households in 1950 and 1960
were reflected for both white and non-white families. White households were up approximately
8.8 million (22.5 percent) from 39.1 to 37.8 mil-

31.5%

100.0%

100.0%

Small

6,248

TABLE 20. Household Trends by Race,
United States, 1950-60
Households (000)
Change 1950-60
Number
1950
Percent
1960

6,649

4,224

1,659

6,686

Metro
White
Non-white

23,640
2,207

30,514
3,486

6,874
1,279

29.1%
57.9

25,847

34,000

8,153

31.5

15,460
1,661

17,366
1,658

1,906
3

12.3
-0.2

17,121

19,024

1,903

11.1

United States
White
Non-white

39,100
3,868

47,880
5,144

8,779
1,276

22.5
33.0

Total

42.968

53,024

10,055

23.4

Subtotal

4,679

1,411

22.6%

36.5%

40.3%

Non-Metro
White
Non-white
Subtotal

Medium

34

.6

10.8

38.8

35.1

lion households. On the other hand, non-white
groups gained even more sharply, going from 3.8
to 5.1 million, an increase of 1.3 million households or 33.0 percent for 1950-60.
The major increases in both white and nonwhite households occurred in the country's
metropolitan areas. As shown in Table 20, nearly
four out of every five households gains registered
during the decennial decade were found in metropolitan areas. White household increases tended
to parallel this pattern, while virtually all nonwhite gains took place within metropolitan areas.
Detailed distribution of household trends by race
for the United States between 1950 and 1960 are
presented in Table 20.
c. Elderly Households. In line with overall patterns, greater numbers of elderly households (defined as those with heads over 65 years of age)
were found in the nation for 1950-60. By the end
of the 1950's, over one-fifth of the nation's households were headed by a "senior citizen," a proportion that generally applied to both metropolitan
and non-metropolitan areas. By virtue of their
greater population concentration, metropolitan
areas accommodated about three in five of the
nation's elderly households in 1960 as shown in
Table 21.
TABLE

21.

455

24.7

24.6

United States

17,121

Distribution of gains by area for 1950-60 was as follows:
White
Non-White
All Households
Metro Area
78.3%
100,0%
81.1 %
Non-Metro Area 21.7%
19.9%
Total

100.0%

100.0%

100.0%

19,024

1,903

Source: U. S. Census of Housing.

11.1%

100.0%

100.0%

Small

16,070

21,933
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1960

Elderly Households, United States,

Area

Households
(000)

Percent
Distribution

Percent
Households 1

Metro
Non-Metro

5,386
3,857

58.3%
41.7%

20.8%
22.50/0

9,243

100.0%

21.5%

Large

--

United States
1.

Percent of all households residlnK within respective

Source: U. S. Census of Housing.
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d. Metropolitan Household Patterns. Changes in

national residential patterns already perceptible

by 1950 accelerated sharply and became more

firmly established by 1960. As shown in Table 22,

population gained rapidly for the nation's metro-

politan areas paralleling increases noted for the

country at large, up 22.6 and 26.4 percent for

1940â50 and 1950â60, respectively. Thus, by the

d. Metropolitan Household Patterns. Changes in
national residential patterns already perceptible
by 1950 accelerated sharply and became more
firmly established by 1960. As shown in Table 22,
population gained rapidly for the nation's metropolitan areas paralleling increases noted for the
country at large, up 22.6 and 26.4 percent for
1940-50 and 1950-60, respectively. Thus, by the
end of the 1950's, 64.1 percent of the nation's
population were residing in metropolitan areas.

end of the 1950's, 64.1 percent of the nation's

TABLE 23. Household Trends by Race, United States
Metropolitan Areas, 1950-60
Households (000)
1950
1960

Changes (1950-60)
Number Percent

Central Cities
White
Non-white

13,822
1,752

15,662
2,844

1,840
1,092

13.3%
62.3

Total

15,574

18,506

2,932

18.3

Suburbs
White
Non-white

9,818
455

14,851
643

5,003
188

51.3
41.2

Total

10,273

15,494

5,221

50.8

Metropolitan
White
Non-white

23,640
2,207

30,513
3,487

6,873
1,280

29.1
57.9

Total

25,847

34,000

8,153

31.5

population were residing in metropolitan areas.

TABLE 22.

Metropolita

TABLE 22. Population Trends for United States
Metropolitan Areas, 1940-60

Population Trends for United States

n Areas, 1940-60

Year

Population (000)

1940

1950

Population (000)

Year

1940
1950
1960

72,835
89,317
112,885

Change

Number (000)

Percent

1940-50
1950-60

16,482
23,568

22.6
26.4

1960

72,835

89,317

112,885

Source: U. S. Census of Population.

Change

Number (000)

Percent

1940-50

1950-60

16,482

23,568

22.6

26.4

Source: U. S.

Census of Population.

Concurrent with substantial population in-

creases, the nation's metropolitan households

gained sharply for 1950â60 as already has been

noted. Household increases were more rapid than

those for populationâ31.5 percent as against

26.4 percentâdue to the continued decline in

average population size. Population per unit for

the nation's 212 metropolitan areas in 1960 was

approximately 3.3 persons as compared to 3.5

in 1950.

Shifts in metropolitan area households by

race, as seen in Table 23, resulted in significant

changes for the residential role of central cities.

While increasing approximately 29.1 percent in

metropolitan areas, white gains varied appreci-

ably between central cities and suburbsâ13.3

and 51.3 percent, respectively. As might be ex-

pected, non-white increases were in reversed order

with central city gains, totalling about 62.3 per-

cent as compared to 41.2 percent for suburban

areas. By the end of the 1950's central cities ac-

commodated about one-half of all metropolitan

area white households, down from almost 3 out

of 5 at the beginning of that decennial decade.

On the other hand, non-whites remained at

about the same proportionate level, that is, ap-

proximately 80 percent, throughout the course of

the 1950's with respect to central city residency.

Household trends by race for United States

metropolitan areas for 1950-60 may be seen in

Table 23.

Concurrent with substantial population increases, the nation's metropolitan households
gained sharply for 1950-60 as already has been
noted. Household increases were more rapid than
those for population-31.5 percent as against
26.4 percent-due to the continued decline in
average population size. Population per unit for
the nation's 212 metropolitan areas in 1960 was
approximately 3.3 persons as compared to 3.5
in 1950.
Shifts in metropolitan area households by
race, as seen in Table 23, resulted in significant
changes for the residential role of central cities.
While increasing approximately 29.1 percent in
metropolitan areas, white gains varied appreciably between central cities and suburbs-13.3
and 51.3 percent, respectively. As might be expected, non-white increases were in reversed order
with central city gains, totalling about 62.3 percent as compared to 41.2 percent for suburban
areas. By the end of the 1950's central cities accommodated about one-half of all metropolitan
area white households, down from almost 3 out
of 5 at the beginning of that decennial decade.
On the other hand, non-whites remained at
about the same proportionate level, that is, approximately 80 percent, throughout the course of
the 1950's with respect to central city residency.
Household trends by race for United States
metropolitan areas for 1950-60 may be seen in
Table 23.

Percent Distribution Households by Race, United States,
Metropolitan Areas, 1950 and 1960
1950

White

Non-White

Total

Central Cities
Suburbs

58.5%
41.5%

79.4%
20.6%

60.3%
39.7%

100.0%

100.0%

100.0%

51.3%
48.7%

81.6%
18.4%

54.4%
45.6%

100.0%

100.0%

100.0%

Total
1960
Central Cities
Suburbs
Total

Source: u. S. Census of Housing.

e. Household Size Distribution. The racial
dichotomy which characterized the changing role
of central cities was further emphasized by household size characteristics. As may be seen in Table
24, central cities contained about one-half (51.3
percent) of white and about four-fifths (81.6 percent) of non-white households residing within
the nation's metropolitan areas in 1960. 'I\Tith
slight variations, the proportionate share of nonwhite household sized groups accommodated
within central cities for that same year fell within
the 77-85 percent range. By contrast, however,
white medium and large sized households were
considerably below their share of all white households in the metropolitan areas totalling about
50.6 and 47.3 percent, respectively. On the other
hand, small white households including many
elderly, young married, or single persons living
within the cities came to almost two thirds-61.4
percent-of their metropolitan area counterparts.
Detailed household "shares" by race for central
cities and suburban areas in the country's metropolitan regions in 1960 are presented in Table 24.
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Metropolitan Areas, 1950-60

Race, United States

Households (000)

1950 1960

Changes (1950-60)
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TABLE

24.

Household Size Distribution, United States Metropolitan Areas,

Household Size 1

TABLE 24. Household Size Distribution, United States Metropolitan Areas, 1960

Household Size'

Suburbs

Metro
Areas

Central
Cities

7,604
5,410
2,648

5,292
5,954
3,606

12,896
11,364
6,254

15,662

14,852

1,164
890
790

Central
Cities

White Households
Small
Medium
Large

Households (000)

1960
Percent Distribution
Suburbs

Metro
Areas

59.0%
47.5
42.3

41.0%
52.4
57.7

100.0%
100.0
100.0

30,514

51.3%

48.7%

100.0%

216
197
229

1,380
1,087
1,019

84.3%
81.9
77.5

15.7%
18.1
22.5

100.0%
100.0
100.0

2,844

642

3,486

81.6%

18.4%

100.0%

8,768
6,300
3,438

5,508
6,151
3,835

14,276
12,451
7,273

61.4%
50.6
47.3

38.6%
49.4
52.7

100.0%
100.0
100.0

18,506

15,494

34,000

54.5%

45.6%

100.0%

Central

Total

Cities

Households (000)

Suburbs

Metro

Areas

Non-White Households
Small
Medium
Large

Central

Total

Cities

Percent Distribution

Suburbs

Metro

Areas

Total Households
Small
Medium
Large

White Households

Total

Small

Medium

Large

1.

Household size defined as: small, 1 or 2 persons; medium, 3 or 4 persons; and large,S or more persons.
Source: U. S. Census of Housing.

7,604

5,410

2,648

5,292

5,954

3,606

12,896

59.0%

41.0%

100.0%

11,364

47.5

52.4

100.0

6,254

42.3

57.7

100.0

Total

f. Household Income Patterns. In the wake of
continued economic gains for the nation at large,
household incomes within the United States have
advanced rapidly in the post-war years. As shown
in Table 25, median income for the nation's
families went from $3,033 in 1947 to $7,439 in
1966, a gain of $4,406 (145 percent). Earnings for
unrelated individuals, while considerably below
levels attained by families, also showed significant advances, up $1,333 from $983 to $2,316 for
1947-66.
Table 25 summarizes income trends among
United States families and unrelated individuals
between 1948 and 1966.

-$3,838 as against $6,858 in 1964-a pattern
continuing throughout the 1960's. A critical
element with regard to non-white entry into a
broader spectrum of housing choices, setting aside
social and other non-economic constraints, is the
continuing inability of the nation's non-whites to
acquire sufficient financial resources to allow
them to make such housing choices.
Median family income by race for the United
States in the early 1960's is found in Table 26.
TABLE 26.
Median Family Income Trends by Race,
United States, 1960-64
Family Income
Year

White

NonWhite

All'

Non-White
as Percent
of White

1960
1961
1962
1963
1964

$6,150
6,246
6,421
6,659
6,858

$3,390
3,321
3,422
3,525
3,838

$5,904
5,967
6,135
6,358
6,569

55%
53
53
53
56

15,662

14,852

30,514

TABLE 25. Median Income Trends, Families and
Unrelated Individuals, United States, 1947-66

51.3%

Year

Families

Unrelated
Individuals

All

1947

$3,003
3,319
4,420
5,625
5,744
5,940
6,265
6.556
6,956
7,439

$ 983
992
1,310
1,784
1,789
1,781
1,840
2,060
2,186
2,316

$2,727
3,025
3,948
5,009
5,056
5,308
5,529
5,742
6,062
6,504

48.7%

100.0%

Non-White Households

Small

Medium

Large

1,164

890

790

216

19~0

1955
1960
1961
1962
1963
1964
1965
1966

197

229

Source: U. S. Bureau of the Census.

1,380

1,087

1,019

84.3%

15.7%

100.0%

81.9

18.1

100.0

77.5

Median income for the nation's families between 1960 and 1964 varied appreciably by race.
Despite overall gains, significant disparities continued to exist between earnings of white and
none-white families. As may be seen in Table 26,
non-white median family income was approximately 55 percent of that noted for white families

1. Varies slightly from revised and more complete data published later from earlier information reflected in Table 25.
Source: U. S. Bureau of the Census.

(1) Household income distribution. While appreciable income gains were noted among the
nation's households in the 1960's continuing
trends for the late 1940's and 1950's, considerable
disparity still remained. Almost two-fifths (37.4
percent) of all the nation's households received
less than $4,000 in 1959, according to census information. Another one-third (31.7 percent)
earned between $4,000 and $7,000 with the remaining 30 percent receiving an excess of $7,000.
The white household income profile (see Table
27) shifted in favor of higher income levels in

22.5

100.0
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Total

2,844

642

3,486

81.6%
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contrast with the distribution of all the nation's

households. About 14 percent earned in excess of

$10,000, with almost one-fifth (18.8 percent) be-

tween $7,000 and $10,000. By comparison, two-

thirds (66.3 percent) of the nation's minority

households earned below $4,000 and almost

another one-quarter (22.9 percent) reported in-

comes from $4,000 to $7,000 in that same year.

Higher income earnings among the nation's non-

white households were proportionately less than

contrast with the distribution of all the nation's
households. About 14 percent earned in excess of
$10,000, with almost one-fifth (18.8 percent) between $7,000 and $10,000. By comparison, twothirds (66.3 percent) of the nation's minority
households earned below $4,000 and almost
another one-quarter (22.9 percent) reported incomes from $4,000 to $7,000 in that same year.
Higher income earnings among the nation's nonwhite households were proportionately less than
those for their white counterparts as shown in
Table 27.

those for their white counterparts as shown in

Table 27.

TABLE 27. Household Income Distribution by Race,

United States, 1959

Income

TABLE 27. Household Income Distribution by Race,
United States, 1959
Income

Households (Percent Distribution)
White
Non-White
All

Below $4,000
$4,000-$6,999
$7,000-$9,999
Over $10,000

34.4%
32.6
18.8
14.2

66.3%
22.9
7.3
3.5

37.4%
31.7
17.7
13.2

100.0%

100.0%

100.0%

Households (Percent Distribution)

White Non-White All

Below $4,000

34.4%

66.3%

37.4%

$4,000-$6,999

32.6

22.9

Nole: Median Household Income by race in 1959 was as follows:

Median Household Income
White
Non-White
All

31.7

$7,000-$9,999

18.8

7.3

17.7

Metro Area
Non-Metro Area
United States

$6,000
$4,330
$5,420

$3,500
Under $2,000
$2,760

$5,750
$4,050
$5,200

Over $10,000

Source: U. S. Census of Population.
14.2

3.5

13.2

100.0%

100.0% 100.0%

Note: Median Househ

old Income by race in 1959 was as follows:

Median Household Income

White Non-White All

Metro Area

Non-Metro Area

United States

$6,000

$4,330

$5,420

$3,500 $5,750

Under $2,000 $4,050

Source: U. S. Census

of Population.

(2) Income and Household Size. Household income in 1959 was closely correlated with household size. A considerable income gap existed
between small households, on the one hand, and
medium and large sized households on the other.
Median income for small households in 1959 for
the nation's metropolitan areas was approximately
$4,050 as compared with $6,600 and $6,750, respectively, for medium and large sized households. Corresponding income levels by household
size for non-metropolitan areas were considerably
larger.

•

•

•

$2,760 $5,200

(2) Income and Household Size. Household in-

come in 1959 was closely correlated with house-

hold size. A considerable income gap existed

between small households, on the one hand, and

medium and large sized households on the other.

Median income for small households in 1959 for

the nation's metropolitan areas was approximately

$4,050 as compared with $6,600 and $6,750, re-

spectively, for medium and large sized house-

holds. Corresponding income levels by household

size for non-metropolitan areas were considerably

larger.

***

To briefly recap, population patterns resulted

To briefly recap, population patterns resulted
in a sharp expansion in the residential role of
metropolitan areas in accommodating the nation's
households between 1950 and 1960. Concurrent
with these changes the residential role of central
cities shifted as they accommodated an overwhelming share of the nation's urban non-white
households and smaller (both elderly and young)
white households. Despite major economic strides,
income for minority households, a major variable
affecting housing choice setting aside problems

households between 1950 and 1960. Concurrent

with these changes the residential role of central

cities shifted as they accommodated an over-

whelming share of the nation's urban non-white

B. Demand Outlook
I n the course of this analysis three rna jor vari-

ables affecting demand have been studied: number of households; income distribution; and
demand preferences with respect to shelter-income
expenditures. Household projections together
with key characteristics of these groups are described immediately below. Income distributions
for principal household groups taking into account trends for the 1950's and early 1960's are
also described below, followed by a projection of
profiles of household demand preferences predicated on shelter-income expenditure patterns.
1. HOllsehold Forecast

Projections for United States households by
race have been based on Bureau of the Census
forecasts for United States population and households, reflected in Series I and II, revised in
February 1967 and published as part of current
population reports, P-25. Average household size,
migration, birth and death rates were evaluated
for the nation, and a household forecast of 69,000
about midway between Census Series I and II
projections was selected. Major assumptions underlying this estimate include: a decline in average household size; a decline in birth rates as
substantiated by recent Census Bureau releases;
continued increases in elderly households (consisting of one or two persons) through sustained
gains in life sciences; and, some further relaxation in family doubling as per 1950-60 trends.
Trend data from the United States Census
and other sources were used to determine the
probable split of households within metropolitan
and non-metropolitan areas of the nation by
1975. As has been widely documented, metropolitan area population in household shares of the
nation are expected to grow at rapid rates, while
households outside of these areas are likely to
remain relatively stable with respect to total numbers in much the same fashion as patterns noted
for 1950-60. Projection of the nation's white and
non-white households to 1975 assume that race
is a primary variable with respect to household
size and income.
As a preliminary step in this forecast, therefore, an initial estimate of these two key characteristics, i.e. the size of income, was undertaken
to serve as a control for subsequent projections

riginal from

in a sharp expansion in the residential role of

metropolitan areas in accommodating the nation's

of social constraints, lagged appreciably behind
white household income gains.
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by race. Among the assumptions made in deter-

ming these figures were: the number and propor-

tion of non-white households would increase at

substantially faster rates for the nation's metro-

politan areas than white households because of

inward-migration from rural areas and greater

natural increase; both white and non-white

households would increase due to the large num-

ber of youthful persons reaching marital age in

1975 and the trend toward earlier marriages. The

offsetting impact of younger persons delaying

marriage in order to pursue higher education was

also considered.

It is anticipated that the decline in average

persons per household noted for the nation be-

tween 1940 and 1960 will continue at more grad-

ual rates into the 1970's as stated previously.

Average white household size, we estimate, will

go from 3.23 in 1960 to 3.10 in 1975 with corre-

sponding changes for non-whites projected from

3.84 to 3.56. Key indicators of change within the

nation's metropolitan and non-metropolitan

areas traced during the 1950's have been useful

in forecasting households by race for major areas

by 1975. Primary indexes utilized here relate to

such factors as: average annual incremental

change; average household size; and shifting pro-

portions of the nation's households accommo-

dated within metropolitan and non-metropolitan

areas in the recent past. Each of these factors was

assessed both with respect to overall changes an-

ticipated for the nation as well as those projected

for metropolitan and non-metropolitan areas.

Projections of households by race for the

Untied States, summarized in Table 28, antici-

pate a gain of 16 million (30 percent) households

from 53 million in 1960 to 69 million in 1975.

This rate of growth is approximately the same

as noted for the previous decennial decade when

national households actually increased on an

average annual level of 2.3 percent.

White households are expected to be up 13.4

million (28 percent) from 47.9 to 61.2 million for

1960â75. Non-whites will gain even more rapidly,

according to these forecasts, going from 5.1 mil-

lion in 1960 to 7.8 million in 1975, a gain of 2.7

million or 53 percent. Average annual gains indi-

cated for the 1960â75 period will be 1.9 and 3.5

percent, respectively, for white and non-white

households as contrasted with 2.2 and 3.3 percent

for 1950â60. By 1975 whites will constitute about

89 percent of the nation's households according

to these calculations, down slightly from 90 per-

cent in 1960 and 91 percent in 1950.

a. Metropolitan Area Households. Appreciable

gains already noted for metropolitan households

in the nation between 1950 and 1960 are expected

to continue into the latter portion of the 1960's

and early 1970's. A total of 47.4 million of the

nation's households will reside within metropoli-

tan areas by 1975, according to our forecasts. As

seen in Table 28, this represents a gain of ap-

proximately 13.4 million households (39 percent)

for 1960â75. Forecasts are predicated on several

factors including: average annual gains for white

by race. Among the assumptions made in determing these figures were: the number and proportion of non-white households would increase at
substantially faster rates for the nation's metropolitan areas than white households because of
inward-migration from rural areas and greater
natural increase; both white and non-white
households would increase due to the large number of youthful persons reaching marital age in
1975 and the trend toward earlier marriages. The
offsetting impact of younger persons delaying
marriage in order to pursue higher education was
also considered.
It is anticipated that the decline in average
persons per household noted for the nation between 1940 and 1960 will continue at more gradual rates into the 1970's as stated previously.
Average white household size, we estimate, will
go from 3.23 in 1960 to 3.10 in 1975 with corresponding changes for non-whites projected from
3.84 to 3.56. Key indicators of change within the
nation's metropolitan and non-metropolitan
areas traced during the 1950's have been useful
in forecasting households by race for major areas
by 1975. Primary indexes utilized here relate to
such factors as: average annual incremental
change; average household size; and shifting proportions of the nation's households accommodated within metropolitan and non-metropolitan
areas in the recent past. Each of these factors was
assessed both with respect to overall changes anticipated for the nation as well as those projected
for metropolitan and non-metropolitan areas.
Projections of households by race for the
Untied States, summarized in Table 28, anticipate a gain of 16 million (30 percent) households
from 53 million in 1960 to 69 million in 1975.
This rate of growth is approximately the same
as noted for the previous decennial decade when
national households actually increased on an
average annual level of 2.3 percent.
White households are expected to be up 13.4
million (28 percent) from 47.9 to 61.2 million for
1960-75. Non-whites will gain even more rapidly,
according to these forecasts, going from 5.1 million in 1960 to 7.8 million in 1975, a gain of 2.7
million or 53 percent. Average annual gains indicated for the 1960-75 period will be 1.9 and 3.5
percent, respectively, for white and non-white
households as contrasted with 2.2 and 3.3 percent
for 1950-60. By 1975 whites will constitute about
89 percent of the nation's households according
to these calculations, down slightly from 90 percent in 1960 and 91 percent in 1950.

a. Metropolitan Area Households. Appreciable
gains already noted for metropolitan households
in the nation between 1950 and 1960 are expected
to continue into the latter portion of the 1960's
and early 1970's. A total of 47.4 million of the
nation's households will reside within metropolitan areas by 1975, according to our forecasts. As
seen in Table 28, this represents a gain of approximately 13.4 million households (39 percent)
for 1960-75. Forecasts are predicated on several
factors including: average annual gains for white
and non-white population; corresponding changes
with respect to white and non-white households;
and the proportion of white and non-white households residing within the nation's 212 metropolitan areas as defined in 1960.
Indicated gains for white households residing
in metropolitan areas reflected in Table 28 show
a net change of almost 11 million households
(35 percent) for 1960-75. Non-whites are expected
to gain more rapidly, going from approximately
3.5 million in 1960 to 6.2 million in 1975. Average annual gains would be 2.3 and 5.1 percent,
respectively, for white and non-white households
as contrasted with 2.9 and 5.8 percent, respectively, for 1950-60. Whites would constitute approximately 87 percent of all metropolitan area
households in 1975 as compared with almost 90
percent and 92 percent in 1960 and 1950,
respectively.
Household gains for non-metropoli tan areas
are expected to be more gradual for 1960-75,
paralleling basic trends indicated for 1950-60.
Households in these areas will go from 19.0 to
21.6 million for 1960-75, with white household
gains contributing virtually all of this increase17.4 to 19.9 million. Non-white households are
expected to remain stable at 1.6 million for the
1960-75 period, similar to patterns indicated for
1950-60. Overall average annual gains indicated
for non-metropolitan areas would be about 0.9
percent as contrasted with 1.1 percent during the
1950's. White households would slightly increase
their share of non-metropolitan households by
1975, 91.3 percent as compared with about 90
percent for 1950 and 1960.
Household forecasts for the nation and metropolitan and non-metropolitan areas in 1975 as
utilized within this study are summarized In
Table 28.
(1) Household Outlook; 1968-78. As noted in
the summary of this report, selected study aspects
were expanded at the end of the work undertaken
to coinci.9I ~lg i t J,l f ,e time framework of the

and non-white population; corresponding changes

with respect to white and non-white households;

and the proportion of white and non-white house-

holds residing within the nation's 212 metropoli-

tan areas as defined in 1960.
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TABLE 28. Household Forecasts by Race for
Metropolitan and Non-Metropolitan Areas,
United States, 1960-75
TABLE 28. Household Forecasts by Race for

Metropolitan and Non-Metropolitan Areas,

United States, 1960-75

Area/Race

1960

1975

Change 1960-75
Number Percent

Metro
White
23,644
Non-White 2,207

30,514
3,486

41,224
6,150

10,710
2,644

35.1%
76.4

25,848

34,000

47,374

13,374

39.3%

Area/Race

Households (000)

1950 1960 1975

Ali

1950

Households (000)

--

to decentralize in the ensuing years. Suburban
areas will account for an estimated 60.0 percent
of all metropoli tan households in 1978, according
to our forecasts (see Table 30), as against 54.3
percent in 1968. Despite these gains, disproportionate numbers of non-whites will continue to
live in central cities. On the other hand, white
households in outlying communities will continue
to gain sharply.

Change

Number

1960-75

Non-Metro
15,460
White
Non-White 1,661

17,366 19,976
1,650
1,658

2,610 15.0%
-8 -0.5

17,121

19,024

21,626

2,602

13.7%

United States
39,101
White
Non-White 3,868

47,880
5,144

61,200
7,800

13,320
2,656

27.8%
51.6

42,969

53,024

69,000

15,976

30.1%

Percent

Metro

All

TABLE 30. Projected Central City and Suburban
Households by Race, 1968-78

White 23,644 30,514 41,224

Non-White 2,207 3,486 6,150

10,710

Households

2,644

35.1%

All

76.4

Source: Robert Gladstone and Associates.

Central City
White
Non-White
Subtotal

All

Change 1968-78
Number Percent

1968

1978

14,812
3,698

14,961
5,066

149
1,370

1.0%
37.1

18,508

20,027

1,519

8.2%

20,881
1,092

28,405
1,617

7,524
525

36.0%
48.1

21,973

30,022

8,049

36.6%

35,693
4,788

43,366
6,683

7,673
1,895

21.5%
39.6

40,481

50,049

9,568

23.6%

25,848 34,000 47,374 13,374 39.3%

Non-Metro

White 15,460

Non-White 1,661

17,366 19,976

1,658 1,650

2,610

â8

15.0%

-0.5

All

17,121 19,024 21,626 2,602 13.7%

United States

White 39,101 47,880 61,200

Non-White 3,868 5,144 7,800

13,320

President's ten-year housing program. Anticipated
household gains for the nation in the coming
decade are reflected in Table 29. As shown, all
households will increase an estimated 11.6 million, from 60.6 to 72.2 million. Paralleling patterns indicated in the above section, non-whites
will gain more rapidly than white households,
29.7 percent as compared with 17.9 percent.
Metropolitan households will be up 9.6 million
to 40.4 from 50.0 million. Detailed household
forecasts for the nation appear in Table 29.

2,656

27.8%

51.6

All

42,969 53,024 69,000 15,976 30.1%

TABLE 29. Household Forecasts by Race for
Metropolitan and Non-Metropolitan Areas,
United States, 1968-78

Source: Robert Gladstone and Associates.

Households (000)

President's ten-year housing program. Anticipated

1968

1978

Change 1968-78
Number Percent

household gains for the nation in the coming

decade are reflected in Table 29. As shown, all

households will increase an estimated 11.6 mil-

lion, from 60.6 to 72.2 million. Paralleling pat-

Metropolitan
White
35,693
Non-White
4,770

43,366
6,683

7,673
1,913

21.5%
40.1

40,463

50,049

9,586

23.7%

Non-Metropolitan
18,483
White
Non-White
1,654

20,498
1,648

2,015
-6

10.9%
-0.4

terns indicated in the above section, non-whites

All
will gain more rapidly than white households,

29.7 percent as compared with 17.9 percent.

Metropolitan households will be up 9.6 million

to 40.4 from 50.0 million. Detailed household

forecasts for the nation appear in Table 29.

20,137

22,146

2,009

10.0%

United States
54,176
White
Non-Wh ite
6,424

63,864
8,331

9,688
1,907

17.9%
29.7

60,600

72,195

111,595

19.1%

All

TABLE 29. Household Forecasts by Race for

Metropolitan and Non-Metropolitan Areas,

United States, 1968-78

Metropolitan

Households (000)

All

1968 1978

Change 1968-78

Source: Robert Gladstone and Associates.

Number Percent

White

Non-White

35,693

4,770

(2) Central City Households; 1968-78. Following
post-World War II trends, the nation's metropolitan residential patterns are expected to continue

Suburbs
White
Non-White
Subtotal
Metropolitan
White
Non-White
Subtotal

b. Regional Households. In a fashion similar to
that already noted with respect to the United
States, household forecast by principal regions
of the country were undertaken to 1975. Key factors considered in the course of these projections
were: proportionate shares of national households
in the recent past; current population trends in
the 1960's by regions; average annual gains for
1950-60; and other relevant factors. As shown
in Table 31, expectations are for the South to
retain the largest number of households within
the nation by 1975-21,500-followed in rank
order by: North Central, Northeast, and Western
states. Considering metropolitan areas, the forecast is for the Northeast to contain the largest
number of households within these urbanized
sections, followed, in turn, by Southern, North
Central, and ''''estern states. As may be seen in
Table 31, considerable variations are anticipated
to continue with respect to urbanization of regional households, ranging from a high of four
out of five for Northeastern and Western states
to a low of approximately three out of five for
Southern areas.
Household forecasts for United States regions
to 1975 are summarized in Table 31.

43,366

6,683

7,673

1,913

21.5%

40.1

All
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TABLE 31. Household Forecasts, United States Regions,

TABLE 31. Household Forecasts, United States Regions, 1960-75

Region

196~75

1975

Change 1960-75
Number
Percent

10,452
3,069

12,960
3,204

2,508
171

24.0%

11,240

13,521

16,200

2,679

19.8

7,115
5,868

8,949
6,428

11,365
6,735

2,416
307

27.0%
4.8

12,983

15,377

18,100

2,723

17.7

5,332
7,304

7,518
7,985

12,479
9,021

4,961
1,036

65.9%
13.0

12,636

15,503

21,500

5,997

38.7

4,140
2,003

6,171
2,448

10,570
2,630

4,399
182

71.2%
7.4

6,143

8,619

13,200

4,581

53.2

United States I
Metro
Non-Metro

25,887
17,115

33,986
19,034

47,374
21,626

13,388
2,592

39.3%
13.7

Grand Total

43,002

53,020

69,000

15,980

30.1

Region

1950

Households (000)
1960

Northeast
Metro
Non-Metro

8,677
2,563

5.6

1950

Subtotal

Households (000)

1960

1975

Change 1960-75

North Central
Metro
Non-Metro

Number Percent

Subtotal
Northeast

Metro

Non-Metro

8,677

South
Metro
Non-Metro
Subtotal

2,563

10,452

3,069

12,960

West
Metro
Non-Metro

3,204

Subtotal

2,508

---

171

24.0%

5.6

Subtotal

11,240

13,521

16,200

2,679

Due to more refined rounding for forecasting purposes here, U. S. households in 1960 do not coincide precisely with those
shown in Table 28.
Nole : Metropolitan as percent of regional households forecast 8S follows:
l.

19.8

1950

1960

1975

77.2%
54.8
42.2
67.4
60.2

77.3%
58.2
48.5
71.6

80.0%
62.8
58.0
SO.1
68.7

North Central

Metro

Non-Metro

7,115

5,868

8,949

Northeast
North Central
South
West
United States

64.1

Source: Robert Gladstone and Associates.

6,428

11,365

6,735

2,416

307

27.0%

4.8

Subtotal

12,983

15,377

18,100

2,723

17.7

South

Metro

Non-Metro

5,332

c. Elderly Households. Projections for elderly
households are presented in Table 32. The elderly
are expected to gain 4.1 million households for
the fifteen year span between 1960 and 1975,
moving from approximately 9.2 million in 1960
to 13.3 million in 1970. This growth pattern,
based on trend analysis of the nation's elderly
households for the 1950's and anticipated age
profiles based on census forecasts through the
1970's, reflect the continuation in gains and concentrations of the elderly as was noted for the
previous decennial decade.

7,304

7,518

7,985

12,479

TABLE 32. Elderly Household Projections,
United States, 196~75

9,021

4,961

1,036

Households
1960
1975

Change 1960-75
Number Percent

5,386
3,857
9,243

2,9SO
1,163
4,143

65.9%

13.0

Subtotal

12,636

Metro Area
Non-Metro Area
United States

8,366
5,020
13,386

55.3
30.2
44.8

15,503

21,500

Source : Robert Gladstone and Associates.

2. Household Size Forecast
In line with trends for the 1950's, forecasts for
1975 undertaken in the course of this study anticipate that small households will continue to
dominate the nation in the ensuing years. Comprising more than two out of five households in
1960, this group will comprise almost one-half
of the nation's households for 1975 as reflected
in Table 33. As in the case of other critical variables keyed to projections of national housing
needs, forecasts have been related to a variety of
factors including: average annual changes for
white and non-white households by size in the
1950's; anticipated proportionate shifts among
respective household groups; and headship relations by age and size for the nation in past years.
Four categories of household size were initially
identified : those with one, two, three and four, or
five or more persons per household. These classifications were subsequently amalgamated into three
size groupings consisting of: small, one and two
persons; medium, three and four persons; and,

5,997

38.7

West

Metro

Non-Metro

4,140

2,003
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large, five or more persons per household. Factors

analyzed prior to establishing forecasts for house-

hold size groupings were: 1950â60 trends; 1960

patterns with regard to proportions in the house-

holds in various size groupings; age profile fore-

cast and headship analysis; death and birth rates;

marriage and divorce rates; and college enroll-

ment. As in previous projections, various ap-

proaches were tested utilizing different sets of

combinations of factors and assumptions; as a

result, a range of households for each size cate-

gory emerged under alternative assumptions. The

amplitude of this range was generally small, and

thus, was reconciled; then the most "reasonable"

level of household size groupings, consistent with

the various criteria reviewed, was selected.

According to our forecasts, small households

will gain by 8.5 million (39.0 percent) from 21.9

million in 1960 to 30.4 million by 1975. Medium

sized households are expected to increase as well

during the corresponding period though at a

lower rate, up 4.1 million (21.3 percent) from

19.1 million to 23.2 million. Large sized house-

holds are forecast to increase to 15.3 million from

12.0 million for 1960â75.

A large share of the small households forecast

to increase for the nation between 1960 and 1975

will consist, as in the case in 1960, of elderly and

young persons. Continued gains in life expectancy

are likely to result in an absolute increase of

elderly households from 9.2 million in 1960 to

13.4 million in 1975. Corresponding gains for

younger, small sized households with heads under

25 years of age will be up by as much as 2.9

million from 2.4 million to 5.3 million for the

corresponding 15 year period.

Shifts indicated for household size groupings

within the nation's metropolitan areas will par-

allel those indicated for the nation at large. Small

sized households in this instance are expected to

rise from approximately 14.3 million to 21.3 mil-

lion, an increase of 7.0 million (49.3 percent).

Gains for medium and large sized households,

measured in absolute terms, will be below those

anticipated for their small household counter-

parts. Three and four person households will

increase approximately 3.4 million from 12.4 to

15.9 million for 1960â75 with corresponding gains

for large sized households, consisting of five or

more persons, going from 7.2 to 10.2 million.

The picture with regard to the nation's non-

metropolitan area is expected to correspond gen-

erally with the pattern indicated for metropoli-

tan areas though at reduced rates of gain. Detailed

forecasts for these areas and for the United States

at large with respect to household size are shown

in Table 33.

TABLE 33. Household Size Forecast,

United States, 1960-75

Household (000)

1960 1975

Change

Number

1960-75

large, five or more persons per household. Factors
analyzed prior to establishing forecasts for household size groupings were: 1950-60 trends; 1960
patterns with regard to proportions in the households in various size groupings; age profile forecast and headship analysis; death and birth rates;
marriage and divorce rates; and college enrollment. As in previous projections, various approaches were tested utilizing different sets of
combinations of factors and assumptions; as a
result, a range of households for each size category emerged under alternative assumptions. The
amplitude of this range was generally small, and
thus, was reconciled; then the most "reasonable"
level of household size groupings, consistent with
the various criteria reviewed, was selected.
According to our forecasts, small households
will gain by 8.5 million (39.0 percent) from 21.9
million in 1960 to 30.4 million by 1975. Medium
sized households are expected to increase as well
during the corresponding period though at a
lower rate, up 4.1 million (21.3 percent) from
19.1 million to 23.2 million. Large sized house·
holds are forecast to increase to 15.3 million from
12.0 million for 1960-75.
A large share of the small households forecast
to increase for the nation between 1960 and 1975
will consist, as in the case in 1960, of elderly and
young persons. Continued gains in life expectancy
are likely to result in an absolute increase of
elderly households from 9.2 million in 1960 to
13.4 million in 1975. Corresponding gains for
younger, small sized households with heads under
25 years of age will be up by as much as 2.9
million from 2.4 million to 5.3 million for the
corresponding IS year period.
Shifts indicated for household size groupings
within the nation's metropolitan areas will parallel those indicated for the nation at large. Small
sized households in this instance are expected to
rise from approximately 14.3 million to 21.3 million, an increase of 7.0 million (49.3 percent).
Gains for medium and large sized households,
measured in absolute terms, will be below those
anticipated for their small household counterparts. Three and four person households will
increase approximately 3.4 million from 12.4 to
15.9 million for 1960-75 with corresponding gains
for large sized households, consisting of five or
more persons, going from 7.2 to 10.2 million.
The picture with regard to the nation's nonmetropolitan area is expected to correspond generally with the pattern indicated for metropoli-

tan areas though at reduced rates of gain. Detailed
forecasts for these areas and for the United States
at large with respect to household size are shown
in Table 33.
TABLE 33.

Household Size Forecast,
United States, 1960-75
Ho;.:sehold (000)
1960
1975

Metropolitan
Small
Medium
Large

Small

Medium

Large

14,276

Outloo k for Housing Nee ds

21,314
15,865
10,195

7,038
3,414
2,922

49.3%
27.4
40.2

--

--

--

13,374

39.3%

Non-Metropolitan
7,659
Small
Medium
6,686
Large
4,679

9,166
7,325
5,135

1,507
639
456

19.7%
9.6
9.7

Subtotal

19,024

21,626

2,602

13.7%

United States
Small
Medium
Large

21,933
19,138
11,953

30,480
23,190
15,330

8,547
4,052
3,377

39.0%
21.2
28.3

Subtotal

53,024

69,000

15,976

30.1%

Subtotal

34,000

47,374

Source: Robert Gladstone and Associates.

3. Household Income F01'ecast
Household income distributions are a function
of a complex of variables related to household
occupants and the number of earners which, in
turn, are related to other relevant factors such as
age, race, sex, education, and occupation. Geographical location may also reflect the earning
ability of households. Farm or non-farm areas,
metropolitan or non-metropolitan areas, and central city and suburban and regional locations all
have a bearing on ultimate household income
earning capacities. In sum, it is our judgment
that the concept of household income is complex
and cannot be simply understood through application of statistical techniques applied "acrossthe-board."
The importance of these variables was recognized in the course of this study. Since no technique has been devised to date which provides
a formula of standard method for projecting
household income distribution taking into account in a systematic way the variables cited
above and their effect on income over a period
of time, conventional forecasting techniques were
discarded in favor of empirical evidence brought
forward through qualitative judgment taking
into account some of these factors.
It should be noted that sophisticated techniques
have been developed for projections of family

Percent

Metropolitan

14,276
12,451
7,273

Change 1960-75
Number Percent

69
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and unrelated individual income distributions,
most notably those carried ou t by the United
States Bureau of Census. Comparable techniques
with respect to household income distribution,
however, arc not ava ilab le at the present time,
especially those that might differentiate among
various regions of the cou ntry in addition to forecasts that might be made for the nation at large.
Earlier allempts at employing an ana lytic method
customarily used in this regard for obtaini ng
household income distribution through th is so
called pareto function and further subdi vision of
the income profile by quintiles were assessed and
ultimat ely rejected in the course o[ this study.
In our view, anal yti c gains obta ined by implementation of this tech nique are marginal for the
reasons as set forth above.
As with household size, the a pproach incorporated wi th in th is study for projecting distributions by size was based on judgments related to
current patterns, pa st trends, and factor analysis.
The gene ral approach included in these steps is
briefly li sted below, and in each of these steps the
aforement ioned variab les were carefully conside red and weighed prior to a final determination
on projected levels.
by Race.
Based on 1960 Ce nsus dala and more recent
studi es of family and unrela led in dividual income
in general and for special areas and segments of
the popu lati on, as per materials prepared by the
Uni led Stales Office of Economic Opportu nity,
a general dist ribution was est imated for 1975 for
white, non-white, and tolal households. Median
in come estimates se rved as key controls around
whi ch these distributions were a rrayed.
Major assumptions included expecta tions that
an overall increase in median household income
for both white and non-wh ites would occur and
that these gains would be less than those shown
for fam ilies regardless of color because of the
projected increase in one person households,
ma ny of which are to be composed of elderly
persons living on fixed incomes. In addition, it is
ailli cip;u ed that there wou ld be a substanti al
in crease in the number and propOrtion of white
and non·wh ite households with incomes over
0$10,000. The increase in incomc, however, would
not be evenly distributed among all households
and by 1975 there would still remain large numbers at proportions of low income households,
parti cu larly among non·whites.
( .(

a. llollsdw fd
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b. H ousehold Income Distribution by Size. Using
the total household income as a control factor
and weighi ng variables as cited above, distributions of household incomes were projected for
each category of household size. Again, estimated
increments in median income were used as major
guides in finally determining the complete
distribution.
To conclude, it should be emphasized that the
processes in volved for projecting both household
size and income were complex . In the fina l analysis, these were based on judgments couched in
a framework of past trends. current patterns, and
factor analysis. Extensive contacts with knowledgeable persons and searching of the relevant
literature reveals that considerably more research
and conceptionalilalion is required with respect
to fo recasting household income patterns, though
even then judgments will have to be exercised.
On the basis of our forecasts, median household income fOi the nation's white and non-white
families and unrelated individuals is expected to
continue to gain though disparities among these
grou ps noted in the early 1960's are also expected
to continue. As shown in Table 34, median income for the nation's metropolitan households is
espew'fl 10 rise f!"Om $5.700 in 19fiO In $7,200 in
1975. We estimate that median houM!hold income
will be $7,600 in 1975, up $1,600 (27 percem)
from 56,000 in 1960. Non-white median household income will nOt appreciale as rapidly as
already noted, going from $!S,500 in 1960 to
$4 ,400 in 1975. Corresponding levels of median
household income for white and non-white households in non-metropolitan areas of the couillry
by 1975 have been forecast at $5,200 and $2,000,
nespecli,·ely.
Forecasts of median household income for the
U nited States by ..ace between 1960 and 1975 are
summarized in Table !S4.
TABLE 34. Median Household Income Forecasts
by Race, United States, 1960-75
1960

Metro Area
White
Non-White

All
Non-Metro Area
White
Non·White

All

',;,000

WOO

5,700

ft,330

1,710
$4,050

1. CO"lt ent 1967 dollars.
Sou,,:,., Robert Gladstone and Auocietu.
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Me-dian Income
1975'

$7,600

f,,400

7,200

$5,200
$2,000
$4,760

c. Household Income Distribution. The key to

the determination of United States housing need

is an indication of household demand preferences

for the years ahead. Prior to determining demand

profiles, a forecast of the distribution of house-

hold income among principal income and size

categories is required.

Income distribution for the United States by

size and race was obtained by examining house-

hold income shifts by discrete income levels in

the early 1960's for the metropolitan and non-

metropolitan areas. In addition, qualitative meas-

ures were assessed with respect to changing

household size groupings, population age group-

ings, economies within respective regions, the

dominance of urban versus rural conditions, and

other relevant factors. The result of these ap-

praisals was subsequently projected to 1975 on

the strength of the most recent income distribu-

tion patterns.

Household income distributions for the United

States between 1960 and 1975 are summarized in

Table 35.

4. Summary of Demand

Prospective demand profiles by tenure types

c. Household Income Distribution. The key to
the determination of United States housing need
is an indication of household demand preferences
for the years ahead. Prior to determining demand
profiles, a forecast of the distribution of household income among principal income and size
categories is required.
Income distribution for the United States by
size and race was obtained by examining household income shifts by discrete income levels in
the early 1960's for the metropolitan and nonmetropolitan areas. In addition, qualitative measures were assessed with respect to changing
household size groupings, population age groupings, economies within respective regions, the
dominance of urban versus rural conditions, and
other relevant factors. The result of these appraisals was subsequently projected to 1975 on
the strength of the most recent income distribution patterns.
Household income distributions for the United
States between 1960 and 1975 are summarized in
Table 35.

have been estimated for the nation in a two stage

operation. Initially, tenure "splits" by household

income were derived for owner and renter units.

An updated profile for 1975 was obtained taking

account of 1960 patterns coupled with an exami-

nation of supply changes anticipated for 1960â75

based on depletions and additions by key price

categories.

Both demand for owner occupied units and

preference for renter structures are expected to

gain appeciably throughout the projection period

under examination. These patterns generally fol-

low those noted for the early 1960's when both

owner and renter demand gained sharply for the

nation at large and within metropolitan areas

in particular.

As a final step on the demand side of the

housing equation, projected housing expenditures

by household groups were analyzed. The specific

result was to obtain distribution of housing

budgets for United States household by discrete

income classes. The schedule of demand was de-

4. Summary of Demand
Prospective demand profiles by tenure types
have been estimated for the nation in a two stage
operation. Initially, tenure "splits" by household
income were derived for owner and renter units.
An updated profile for 1975 was obtained taking
account of 1960 patterns coupled with an exa'mination of supply changes anticipated for 1960-75
based on depletions and additions by key price
categories.
Both demand for owner occupied units and
preference for renter structures are expected to
gain appeciably throughout the projection period
under examination. These patterns generally follow those noted for the early 1960's when both
owner and renter demand gained sharply for the

nation at large and within metropolitan areas
in particular.
As a final step on the demand side of the
housing equation, projected housing expenditures
by household groups were analyzed. The specific
result was to obtain distribution of housing
blidgets for United States household by discrete
income classes. The schedule of demand was derived for 1975 based on 1960 shelter-budgets,
i.e., the normative case. Initially, 1975 tenure
break-outs by income levels were calculated on
the basis of 1960 patterns and aggregate totals
reconciled with independent analysis of supply
changes by tenure over time. Second, the distribution of shelter-budgets were computed for the
target year for each tenure group by "normative"
outlays. Having obtained a distribution of shelter
expenditures by tenure and income class, the
data were aggregated into rent and value scales
that projected households might "prefer" to pay
for housing in 1975.
Two basic projections of housing expenditures
have been made in this analysis in order to more
fully assess estimated 1975 housing needs for the
country. As described within this report, these
include "normative" and "shelter-budget standard" approaches. "Normative" 1960 tenure expenditure patterns were initially developed to
measure net surpluses or deficits in the nation's
prospective housing supply for the target year
based on actual housing outlays made by discrete
income groups in the 1960 marketplace. Projections of housing need determined in this fashion,
as noted, have the advantage of indicating relative shifts but fail to quantify needs already
present in the benchmark year.
In order to reRect existing needs of the base
year, the shelter-budget standard approach was
adopted. Rental expenditures for households
within the purview of existing moderate income

rived for 1975 based on 1960 shelter-budgets,

i.e., the normative case. Initially, 1975 tenure

break-outs by income levels were calculated on

TABLE 35. Projected Household Income (Percent Distribution) by Area, United States, 1960-75 1
Household Income

1960

1975

Non-Metro Area
1975
1960

1960

Under $2,000

14.7%
7.5
8.6
10.2
11.8
10.5
8.6
11.8
16.3

13.1%
6.4
6.9
7.0
7.9
7.2
8.7
16.0
26.8

26.8%
11.5
11.3
11.3
10.5
8.2
5.9
6.9
7.6

24.5%
9.5
9.3
8.8
12.3
9.2
6.9
8.9
10.6

19.0%
8.9
9.6
10.6
11.4
9.6
7.6
10.1
13.2

16.7%
7.4
7.7
7.6
9.3
7.8
8.2
13.8
21.5

100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

Metro Area

the basis of 1960 patterns and aggregate totals

reconciled with independent analysis of supply

changes by tenure over time. Second, the distri-

bution of shelter-budgets were computed for the

target year for each tenure group by "normative"

outlays. Having obtained a distribution of shelter

expenditures by tenure and income class, the

data were aggregated into rent and value scales

that projected households might "prefer" to pay

for housing in 1975.

Two basic projections of housing expenditures

2
2'°1 .

999

3,000- 3,999
4,000- 4,999
5,000- 5,999
6,000- 6,999
7,000- 7,999
8,000- 9 999
ver $10, 000

have been made in this analysis in order to more

fully assess estimated 1975 housing needs for the

country. As described within this report, these

1. Constant 1967 dollars.
Source: Robert Gladstone and Associates.
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include "normative" and "shelter-budget stand-

ard" approaches. "Normative" 1960 tenure ex-

penditure patterns were initially developed to

measure net surpluses or deficits in the nation's

prospective housing supply for the target year

based on actual housing outlays made by discrete
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United States
1975

TABLE 36.

TABLE 36. Household Demand Profiles, United States, 1975

Gross Rent

Metro Area

Households (000)

Household Demand Profiles, United States, 1975
Metro Area

Under $40

1.460
3,590
5,040
4,100
2,300
1,525
1,085

1,791
1,852
1,703
996
418
228
112

19,100

7,100

26,200

undeOf2,SOO
2 ,5
4 ,999
15,00019,999
20,000- 24,999
Over $25,000

10,811
4,144
6,301
2,976
4,068

10,468
1,370
1,559
558
545

21,279
5,514
7,860
3,534
4,613

Total

28,300

14,500

rr

60- 79
80- 99
lOO-l119
120- 139
ver $140

Non-Metro Area

United States

Under $40

$40-$59

$60-$79

$80-$99

$100-$119

$120-$139

Over $140

Households (000)
Non-Metro Area

Gross Rent

Total

--

United States

3,251
5,442
6,743
5,096
2,718
1,753
1,197

--

Value

r r

Total

--

42,800

Value

1,460

3,590

5,040

4,100

2,300

1,525

1,085

19,100

1,791

1,852

1,703

996

418

228

112

7,100

3,251

5,442

6,743

5,096

2,718

1,753

1,197

26,200

and low income programs were related to required
housing outlays by income and size grouping.
Households in this group were singled out because of a combination of household characteristics and deficiencies in the nation's 1960 housing
supply, resulting in their allocating an exceptionally large share of total income for rental
budgets. While consensus as to an acceptable
standard would be difficult to obtain, rental allocations in the base year for low income and moderate income families went well beyond the
usually acceptable limits. Estimates of housing
need indicated within the report itself have been
based on these two approaches so that both a
relative and absolute scale of housing needs to
1975 have been forecast.
Demand profiles to 1975 based on 1960 "norm"
shelter-income ratios appear in Table 36.

Under $12,500

$12,500-$14,999

$15,000-$19,999

$20,000-$24,999

Over $25,000

Total

10,811

4,144

6,301

2,976

4,068

28,300

10,468

1,370

1,559

558

545

14,500

21,279

5,514

7,860

3,534

4,613

42,800

C. Supply Outlook
Characteristics of the nation's housing supply
were projected to 1975 in terms of two major
factors: inventory depletions and additions of
new housing units. Tenure and rent-value classes
affecting each of these items within the nation
were estimated on the basis of past trends and
assessments of current program operations. Findings on each of these factors and methods used
in projecting the supply characteristics to the target year are presented in detail in the ensuing
paragraphs.
Not included within these materials, but analyzed in considera:ble detail in the course of this
study, were all relevant materials pertaining to
housing trends for the United States metropolitan and non-metropolitan areas between 1950

and 1960. Examinations included in these background evaluations were: tenure trends; housing
trends by region; detailed analysis of inventory
changes by component; and other key housing
characteristics related to condition, age of structure, and price characteristics. These background
data, coupled with other pertinent materials
cited within the bibliography of this report, form
the basis of supply projections by key characteristics as set forth in this section.

1. Inventory Depletion8
Stock depletions have been projected by cause
(i.e. units lost through demolitions, conversions,
mergers, and other means), specific tenure, and
price rent characteristics of removed units. Estimates for demolitions and disappearances from
the nation's housing stock by other means for
1960-75 are reported below. The expected tenure
and price characteristics of these depletions
follow.
As has been noted within this report, several
sources have been used for purposes of projecting
depletions for the nation's housing supply in the
years ahead. Information reported by the N ational Association of Home Builders publication
titled "Demolition and Other Factors in Housing
Replacement Demand" provided the primary
data input in assessing the scale of anticipated removals for the nation between 1960 and 1975.
Examination of this information coupled with
trend data obtained from the United States Census of Housing Component of Change series for
both 1950-59 and 1957-59 indicated that the
magnitudes within the NAHB study were in line
with what might be anticipated as continuation

and low income programs were related to required

housing outlays by income and size grouping.
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Households in this group were singled out be-

cause of a combination of household characteris-

tics and deficiencies in the nation's 1960 housing

supply, resulting in their allocating an excep-

tionally large share of total income for rental
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of present trends. Characteristics of these units

with regard to price and size factors were derived

primarily from the Components of Change series

for the nation in the absence of more current

information on a comprehensive basis.

a. Demolitions. Stock disappearances based on

both public activities and private demolitions are

expected to amount to almost 4.9 million units

for the United States throughout this fifteen year

span.

b. Depletions by Other Causes. Losses due to

conversions and mergers, while likely to decline

because of activity in recent years, are expected

to continue at high rates nonetheless for 1960â75.

Estimates based on information provided by the

aforementioned National Association of Home

Builders Report and Census Components of

Change material are reflected in Table 37. As may

be seen, losses due to conversions and mergers

have been set at about 1.4 and 3.8 million units.

Removal of units by other means (destruction by

fire and other calamities, change of use from resi-

dential to non-residential purposes, etc.) will also

account for substantial losses in the national

stock overtime. We estimate that depletions by

these means will come to about 3.4 million units

for 1960â75.

As a result of all losses, more than 13.5 million

units will be removed from the nation's housing

stock throughout the 1960's and early half of the

1970's, according to our calculations. The great-

est share of these losses are expected to fall within

TABLE 37. Estimated Inventory Depletions by Cause,

United States, 1960-75

Units

Number (000)

of present trends. Characteristics of these units
with regard to price and size factors were derived
primarily from the Components of Change series
for the nation in the absence of more current
information on a comprehensive basis.
a. Demolitions. Stock disappearances based on
both public activities and private demolitions are
expected to amount to almost 4.9 million units
for the United States throughout this fifteen year
span.
b. Depletions by Other Causes. Losses due to
conversions and mergers, while likely to decline
because of activity in recent years, are expected
to continue at high rates nonetheless for 1960-75.
Estimates based on information provided by the
aforementioned National Association of Home
Builders Report and Census Components of
Change material are reflected in Table 37. As may
be seen, losses due to conversions and mergers
have been set at about 1.4 and 3.S million units.
Removal of units by other means (destruction by
fire and other calamities, change of use from residential to non-residential purposes, etc.) will also
account for substantial losses in the national
stock overtime. We estimate that depletions by
these means will come to about 3.4 million units
for 1960-75.
As a result of all losses, more than 13.5 million
units will be removed from the nation's housing
stock throughout the 1960's and early half of the
1970's, according to our calculations. The greatest share of these losses are expected to fall within

Removed

Percent

metropolitan areasâ8 million as against 5.5 mil-

lion for non-metropolitan areas. Detailed esti-

TABLE 37. Estimated Inventory Depletions by Cause,
United States, 1960-75

metropolitan areas-S million as against 5.5 million for non-metropolitan areas. Detailed estimates of inventory depletions by cause for 1960-75
are summarized in Table 37.
c. Tenure and Price Characteristics. Estimates
of tenure and rent-value ranges for units likely
to be removed from the nation's housing stock
were derived from characteristics of comparable
depletions reflected primarily in the components
of change series for 1957-59. These data, supplemented by other census information and general
patterns available for selected areas of the country, indicate that the bulk of units to be removed
will be occupied with the largest share of these
falling in renter dwellings. Tenure and occupancy
status of projected supply disappearances during
the 1960's and first half of the 1970's are shown
in Table 3S. As may be seen, renter occupied
units will be the hardest hit among those removed during the fifteen year period, accounting
for a total of 6.1 million (45 percent cost) as compared with an anticipated loss of 5.5 million (40
percent) owner occupied units. A sizable number
of vacant units totaling almost 2 million dwellings is also expected to be removed by public
and private activity in the course of the 1960-75
period.
The dominance of renter occupied depletions
is even more marked for metropolitan area inventory removals with more than 4.3 million units
to be affected. Distributions by tenure and occupancy status of anticipated inventory depletions
for the United States between 1960 and 1975 are
presented in Table 3S.

mates of inventory depletions by cause for 1960â75

Units Removed
Number (000)
Percent

are summarized in Table 37.

c. Tenure and Price Characteristics. Estimates

of tenure and rent-value ranges for units likely

to be removed from the nation's housing stock

were derived from characteristics of comparable

depletions reflected primarily in the components

Metro Area
Demolitions
Conversions
Mergers
Other Means

39.4%
11.1
30.5
19.0

Subtotal

8,025

100.0%

Non-Metro Area
Demolitions
Conversions
Mergers
Other Means

1,710
549
1,316
1,931

31.1%
10.0
23.9
35.0

Subtotal

5,506

100.0%

of change series for 1957-59. These data, supple-

mented by other census information and general

3,180
893
2,451
1,528

TABLE 38. Tenure and Occupancy Status of
Projected Inventory Depletions, United States, 1960-75
Housing Units
Percent
Number (000)
Metro Area
Owner Occupied
Renter Occupied
Vacant

2,589
4,324
1,139

32.2%
53.7
14.1

8,052

100.0%

2,864
1,798

844

52.0%
32.7
15.3

5,506

100.0%

5,453
6,122
1,983

40.2%
45.2
14.6

13,558

100.0%

patterns available for selected areas of the coun-

try, indicate that the bulk of units to be removed

will be occupied with the largest share of these

falling in renter dwellings. Tenure and occupancy

status of projected supply disappearances during

the 1960's and first half of the 1970's are shown

in Table 38. As may be seen, renter occupied

units will be the hardest hit among those re-

moved during the fifteen year period, accounting

for a total of 6.1 million (45 percent cost) as com-

pared with an anticipated loss of 5.5 million (40

percent) owner occupied units. A sizable number

of vacant units totaling almost 2 million dwell-

United States
Demolitions
Conversions
Mergers
Other Means
Total

Subtotal
Non-Metro Area
Owner Occupied
Renter Occupied
Vacant
Subtotal

4,890
1,442
3,767
3,459

36.1%
10.6
27.8
25.5

13,558

100.0%

--

United States
Owner Occupied
Renter Occupied
Vacant
Total

--

ings is also expected to be removed by public

and private activity in the course of the 1960â75

Source: Robert Gladstone and Associates.

period.

The dominance of renter occupied depletions

is even more marked for metropolitan area inven-

tory removals with more than 4.3 million units

to be affected. Distributions by tenure and occu-

pancy status of anticipated inventory depletions
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Rent-value characteristics of projected inven-

tory depletions for the 1960's and early 1970's are

shown in Table 39. As may be seen, the larger

share of rental units to be removed during the

decade and a half under study would have gross

rents under $60 (approximately 4.2 million

dwellings). As the supply of low rent units avail-

able diminishes, losses projected will increasingly

cut into moderate price levels ranging between

$60 and $80. Removal of sale units, similar to

patterns among rental units, would place the

heaviest losses in the lower value ranges. More

than 80 percent of the projected 1960â75 losses

will affect dwellings under $15,000. Patterns de-

scribed here will be similar both for metropolitan

and non-metropolitan areas as may be seen in

Rent-value characteristics of projected inventory depletions for the 1960's and early 1970's are
shown in Table 39. As may be seen, the larger
share of rental units to be removed during the
decade and a half under study would have gross
rents under $60 (approximately 4.2 million
dwellings). As the supply of low rent units available diminishes, losses projected will increasingly
cut into moderate price levels ranging between
$60 and $80. Removal of sale units, similar to
patterns among rental units, would place the
heaviest losses in the lower value ranges. More
than 80 percent of the projected 1960-75 losses
will affect dwellings under $15,000. Patterns described here will be similar both for metropolitan
and non-metropolitan areas as may be seen in
Table 39.

Table 39.

TABLE 39. Rent-Value Characteristics of Projected

Inventory Depletions' Occupied Units,

United States, 1960-75

Housing Unit (000)

Metro Non-Metro United States

TABLE 39. Rent-Value Characteristics of Projected
Inventory Depletions I Occl,Jpied Units,
United States, 1960-75
HOUSin\Unit (000)
Metro
on-Metro United States

Sale Units

Under $15,000

$15,000-$19,999

$20,000-$24,999

Over $25,000

1,968

337

Sale Units
Under $15,000

l15,OOO-l19,999
20,000- 24,999
Over $25,000

129

1,968
337
129
155

2,483
225
81
75

4,451
562
210
230

2,589

2,864

5,453

1,274
1,563
1,048
202
123
68
46

843
566
272
80
22
7
8

2,117
2,129
1,320
282
145
75
54

4,324

1,798

6,122

and price characteristics. These were supplemented in selected areas from data by groups
involved with planning, building, and development operations as well as materials furnished
by leading mortgage banking groups. On this
basis, we estimate that a total of 32 million units
will be added to the nation's housing stock between 1960 and 1975. Approximately one-third
of this volume (8.9 million) have already been
added through new construction alone for 196065 according to census information.
The procedure for estimating prospective new
additions between 1960 and 1975 was based on
several factors: calculations of units required to
accommodate the nation's projected household
increases; and anticipated additions to industry
performance especially in the early part of this
decade. Also incorporated here are estimates as
to second home and seasonal units technically
classified as vacancies and discussed elsewhere in
this report.

b. Additions by Other Means. Other additions
have been estimated in terms of relationships to
removals by the same causes and of estimates
established by the National Association of Home
Builders as to net changes in the nation's housing
stock. Taking these factors into consideration,

155

2,483

225

81

75

4,451

562

210

230

Renter
Under $40

HO-I59
60- 79
80- 99
~100-~119
120- 139
Over $140

estimates (or additions by new construction by

other means during the 1960's and early 1970's
are shown in Table 40.
TABLE 40. Projected Additions to the Nation's
Housing Supply by Source, 1960-75

Renter

2,589

2,864

5,453

Under $40

1,274

2. Housing Additions

843

2,117

$40-$59

1,563

566

2,129

$60-$79

1,048

272

1,320

$80-$99

202

80

282

$100-$119

123

22

145

Housing Units
Number
Percent

l. Constant 1967 dollars.
Source: Robert Gladstone and Associates.

As in the case of depletions, additions to the
national inventory were analyzed separately in
two groups: new units projected for construction
and units added by means of conversions, mergers
and other sources between 1960 and 1975.
a. New Construction. Data from official governmental sources were the basis for estimates of
new units added within the nation during the
early 1960's. These trends were projected consistent with the demand generators related to the
formation of new households and replacement requirements. Census materials and other resources
were utilized to obtain information about tenure

Metro Area
New Construction
Conversions
Mergers
other Means
Subtotal

Total

75
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Over $140

46

8

6,646
1,027
698
1,195

69.5%
10.7
7.3
12.5

9,566

100.0%

25,018
3,073
1,554
2,387

78.0%
9.6
4.9
7.5

32,032

100.0%

Source: Robert Gladstone and Associates.
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--

100.0%

Subtotal
United States
New Construction
Conversions
Mergers
Other Means

81.8%
9.1
3.8
5.3

22,466

Non-Metro Area
New Construction
Conversions
Mergers
Other Means

$120-$139

68

18,372
2,046
856
1,192

c. Tenure and Price Characteristics. As noted,

the tenure split for 1960â75 was based on build-

ing data showing new construction type census

materials which relate structure type to owner

and renter occupancy. In addition, analysis of

projected household income profiles by discrete

income brackets related to 1960 patterns were

also used to project anticipated tenure splits. On

this basis, approximately 48 percent of the new

units added to the United States are expected to

be in ownership dwellings, 38 percent in renter,

and finally, the remaining portion (11 percent)

in vacant units held for seasonal and secondary

home purposes or vacant for other reasons.

As a result of early decade building levels,

rental dwellings will almost equal levels for new

owner units within the nation's metropolitan

areas. Patterns for non-metropolitan areas, how-

ever, will predominate among ownership dwell-

ings, continuing the patterns of the recent past

as well as those noted for the early 1960's. Vacan-

cies among the nation's non-metropolitan areas

are expected to expand rapidly by virtue of sec-

ondary and seasonal home construction while the

influence of these additions within metropolitan

areas will not be as great.

Tenure and occupancy status from projected

additions to the nation's housing inventory be-

tween 1960 and 1975 are summarized in Table 41.

TABLE 41. Tenure and Occupancy Status of

Projected Additions, United States, 1960-75

Housing Units

c. Tenure and Price Characteristics. As noted,
the tenure split for 1960-75 was based on building data showing new construction type census
materials which relate structure type to owner
and renter occupancy. In addition, analysis of
projected household income profiles by discrete
income brackets related to 1960 patterns were
also used to project anticipated tenure splits. On
this basis, approximately 48 percent of the new
units added to the United States are expected to
be in ownership dwellings, 38 percent in renter,
and finally, the remaining portion (14 percent)
in vacant units held for seasonal and secondary
home purposes or vacant for other reasons.
As a result of early decade building levels,
rental dwellings will almost equal levels for new
owner units within the nation's metropolitan
areas. Patterns for non-metropolitan areas, however, will predominate among ownership dwellings, continuing the patterns of the recent past
as well as those noted for the early 1960's. Vacancies among the nation's non-metropolitan areas
are expected to expand rapidly by virtue of secondary and seasonal home construction while the
influence of these additions within metropolitan
areas will not be as great.
Tenure and occupancy status from projected
additions to the nation's housing inventory between 1960 and 1975 are summarized in Table 41.

Number (000) Percent

Metro Area

Owner Occupied

Renter Occupied

TABLE 41. Tenure and Occupancy Status of
Projected Additions, United States, 1960-75

Vacant

Housing Units
Number (000) Percent

Subtotal

10,853

9,460

2,153

22.466

48.3%

42.1

Metro Area
Owner Occupied
Renter Occupied
Vacant
Subtotal

10,853
9,460
2,153

48.3%
42.1
9.6

22,466

100.0%

4,603
2,635
2,328

48.1%
27.5
24.4

9,556

100.0%

15,456

12,095
4,481

48.4%
37.6
14.0

32,032

100.0%

the components of change series also published
by the Bureau of Census relating to 1950-59 and
1957-59 price characteristics updated and classified according to source-newly constructed units,
conversions, mergers, and all other means. Projections for price characteristics of units added
have taken into account those additions anticipated through FHA mortgage insurance activity
as well as those generally increasing number of
units likely to be added through special assistance
programs of the Housing Assistance Administration and those aimed at moderate income groups.
By maximizing dwellings available at critical
price ranges, the impact of existing programs and
meeting projected housing needs could be more
fully assessed.
The largest share of additions anticipated during the fifteen years under examination would
be in higher priced brackets even though additions from all sources are considered. Over 7.3
million of the projected J 5.5 million sale units
will be in the S20,000 plus range. Approximately
~.O million will be valued between $15,000 and
S20,000, we estimate, with only 4.1 million under
SI5,000. \Vith some slight variation this pattern
is expected to hold for both metropolitan and
non-metropolitan areas of the country.
Almost two out of three (62.2 percent) of the
15.5 million rental units to be added to the
nation's housing supply for 1960-75 are expected
to have gross rents in excess of SIOO per month.
Inventory gains through public housing, special
assistance programs (moderate income) section
221 (d) (3) are expected to result only in a scatTABLE 42. Rent-Value Characterisitcs of Projected
Additions, Occupied Units, United States,' 1960-75
Housing Units (000)
Metro
Non-Metro United States

9.6

100.0%

Non-Metro Area

Owner Occupied

Non-Metro Area
Owner Occupied
Renter Occupied
Vacant

Renter Occupied

Vacant

Subtotal

Subtotal

4,603

2,635

2,328

United States
Owner Occupied
Renter Occupied
Vacant

9,556

48.1%

27.5

Total

Source: Robert Gladstone and Associates.

24.4

100.0%

United States

Owner Occupied

Renter Occupied

Vacant

Total

Price characteristics of projected occupied units
to 1975 are illustrated in Table 42. Value-rent
profiles are based on patterns noted for the early
1960's through census materials, referenced in

15,456

12,095

4,481

32,032

48.4%

37.6
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Sale Units
Under $15,000

$15,000-$19,999
$20,000-$24,999
Over $25,000
Renter
Under $40

$40-$59
$60-$79
$80-$99
$100-$119
$120-$139
Over $140

2,138
2,653
2,259
3,803

1,953
1,395
671
584

10,853

4,603

15,456

414
622
884
619
954
1,238
4,729

551
466
405
300
238
280
395

965
1,088
1,289
919
1,192
1,518
5,124

9,460

2,635

12,595

--

l. Constant 1967 dollars.
Source: Robert Gladstone and Associates.
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4,091
4,048
2,930
4,387

--

tering of units under $100 in comparison with

those added above that level. The resulting pro-

file for the nation's rental additions in both

metropolitan and non-metropolitan areas will

show an upward shift in gross rents.

Patterns anticipated through these varying

changes to the nation's housing supply between

1960 and 1975 are summarized in Table 42.

Rent-value characteristics of inventory deple-

tions and additions projected for the nation be-

tween 1960â75 will continue many of the patterns

already noted during the previous decennial

decade. Substantial losses of inexpensive rental

and sale units are anticipated through most pub-

lic and privately caused demolitions. New units

added during the fifteen year span are expected

to be concentrated largely at higher priced levels.

These two trends taken alone would be sufficient

to aggregate housing shortages for low and mod-

erate income families. Possible price movements

of "survived units" might further compound

housing problems for these households though

no specific studies have been undertaken in the

course work of housing "filtering," a critical fac-

tor in the housing equation. Inadequate data and

the need for more systematic accounts with regard

to housing filtering as noted in another section of

this report does not permit such analysis at this

point in time.

3. Rent-Value Profiles

Rent-value profiles projected for the nation's

tering of units under $100 in comparison with
those added above that level. The resulting profile for the nation's rental additions in both
metropolitan and non-metropolitan areas will
show an upward shift in gross rents.
Patterns anticipated through these varying
changes to the nation's housing supply between
1960 and 1975 are summarized in Table 42.
Rent-value characteristics of inventory depletions and additions projected for the nation between 1960-75 will continue many of the patterns
already noted during the previous decennial
decade. Substantial losses of inexpensive rental
and sale units are anticipated through most public and privately caused demolitions. New units
added during the fifteen year span are expected
to be concentrated largely at higher priced levels.
These two trends taken alone would be sufficient
to aggregate housing shortages for low and moderate income families. Possible price movements
of "survived units" might further compound
housing problems for these households though
no specific studies have been undertaken in the
course work of housing "filtering," a critical factor in the housing equation. Inadequate data and
the need for more systematic accounts with regard
to housing filtering as noted in another section of
this report does not permit such analysis at this
point in time.

occupied housing supply to 1975 are summarized

in Table 43. Data reported in this table represent

J. Rent-Value Profiles

a sum of inventory depletions and additions by

discrete rent-value brackets and tenure within the

projected time interval as reflected through the

composite of steps identified in the course of this

section.

Rent-value profiles of the. projected occupied

supply for the United States are set forth in

Table 43.

4. Summary; Projected Inventory Changes

Table 44 presents the anticipated changes in

the nation's housing inventory between 1960 and

TABLE 43. Rent-Value Profile, Projected Occupied

Supply, United States,' 1960-75

Occupied Units (000)

Metro Non-Metro United States

Rent-value profiles projected for the nation's
occupied housing supply to 1975 are summarized
in Table 43. Data reported in this table represent
a sum of inventory depletions and additions by
discrete rent-value brackets and tenure within the
projected time interval as reflected through the
composite of steps identified in the course of this
section.
Rent-value profiles of the. projected occupied
supply for the United States are set forth in
Table 43.

Renter Units

Under $40

$40-$59

$60-J79

$80-$99

4. Summary; Projected Inventory Changes
Table 44 presents the anticipated changes in
the nation's housing inventory between 1960 and

Rent-Value Profile, Projected Occupied
TABLE 43.
Supply, United States,' 1960-75
Occupied Units (000)
Metro
Non-Metro United States
Renter Units
Under $40

9
$40-r
$60- 79
$80- 99
$lOO-l119
$120- 139
Over $140
Total
Sale Units
Under $12,500

$12,500-l14,999
$15,000- 19,999
$20,000-$24,999
Over $25,000
Total

326
1,969
3,795
3,397
2,323
2,024
5,266

1,286
1,610
1,692
1,084
548
380
500

1,612
3,579
5,487
4,481
2,871
2,404
5,766

19,100

7,100

26,200

8,261
3,730
6,724
3,933
5,652

8,034
1,938
2,510
1,062
956

16,295
5,668
9,234
4,995
6,608

28,300

14,500

42,800

Constant total 1967 dollars.
Source: Robert Gladstone and Associates.
1.

1975, taking into account the forecast removals
and additions by cause and residential activity
for the elapsed portion of the 1960's. New construction estimates for 1960-67 reflect data reported by the Department of Housing and Urban
Development. Net changes due to other causes
are based on estimates drawn from a variety of
sources as described earlier in this section.
In summary, each of the major components of
demand and supply have been articulated in the
course of this analysis and projected to 1975.
Matching the profile of demand preferences
against that for occupied supply within the nation
by metropolitan and non-metropolitan areas has
resulted in discrete surpluses and deficits by rent
category as discussed in Section IV.

IV. United States Housing Needs Forecast
In order to fully assess the nation's future
housing needs, an extensive examination of key
characteristics related to demand and supply was
first undertaken as set forth in Section III. Key
findings of that analysis are briefly summarized
immediately below, followed by an evaluation of
prospective United States housing needs to 1975.

$100-$119

$120-$139

Over $140

TABLE

44. Estimated Inventory Changes, United States; 1960-67; 1968-75

326

1,969

Metro

3,795

3,397

2,323

2,024

5,266

New Construction
Demolitions
Net Change; Conversions, Merger, Other

7,395
-1,485
-361
5,549

1960-67
Non-Metro

2,668
-799
-419
1,450

Housing Units (000)
U.S.

10,063
-2,284
-780
6,999

Metro

10,977
-1,695
-417
8,865

1,286

1,610
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1,692

1,084

548

380

500
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1968-75
Non-Metro

3,978
-911
-457
2,610

U.S.

14,955
-2,606
-874
11,475

.4. Background Factors

A. Background Factors

1. Housing Demand

Estimated housing demand for the United

States between 1960 and 1975, as previously noted,

has been based on several factors including: hous-

ing required to accommodate anticipated gains

in the nation's households; replacement require-

ments; an assessment of vacancy patterns; and

the level of building activity maintained in the

early 1960's. As shown in Table 45, principal

demand components can be divided into three

elements: household gains, replacement demand,

and vacancy changes. Forecasts anticipate the

following scale of demand:

1. Housing Demand
Estimated housing demand for the United
States between 1960 and 1975, as previously noted,
has been based on several factors including: housing required to accommodate anticipated gains
in the nation's households; replacement requirements; an assessment of vacancy patterns; and
the level of building activity maintained in the
early 1960's. As shown in Table 45, principal
demand components can be divided into three
elements: household gains, replacement demand,
and vacancy changes. Forecasts anticipate the
following scale of demand:

Household Gains. For 1960â75 households

within the United States are expected to gain

by almost 16 million. The bulk of these in-

creases will be within metropolitan areas (13.4

million) with only minor gains anticipated in

non-metropolitan areas (2.6 million house-

holds).

Replacement Demand. Net losses due to demo-

litions, conversions, mergers, and other causes

Household Gains. For 1960-75 households
within the United States are expected to gain
by almost 16 million. The bulk of these increases will be within metropolitan areas (13.4
million) with only minor gains anticipated in
non-metropolitan areas (2.6 million households).

will be an estimated 6.5 million for the nation

between 1960 and 1975. As in the case of house-

hold gains, metropolitan areas are expected to

be primarily effected by these showing a net

depletion of 3.9 million units for the corre-

sponding period, according to our estimates.

Vacancy Changes. Shifts in the nation's vacan-

cies due to accelerated construction of seasonal

and second homes in addition to higher abso-

lute levels of available vacancies and those due

to other causes are expected to inflate demand

Replacement Demand. Net losses due to demolitions, conversions, mergers, and other causes
will be an estimated 6.5 million for the nation
between 1960 and 1975. As in the case of household gains, metropolitan areas are expected to
be primarily effected by these showing a net
depletion of 3.9 million units for the corresponding period, according to our estimates.

levels by an additional 2.5 million units for

1960â75. The largest number of these will fall

within non-metropolitan areas, according to

our estimates, where major second home and

seasonal construction activity is likely to take

place causing vacancies there to rise by 1.5

million as against 1.0 million for metropolitan

areas.

The dynamics of housing demand projected

for the nation between 1960 and 1975 based on

each of the critical factors outlined above is sum-

marized in Table 45.

Detailed discussion with respect to principal

characteristics of projected housing demand in-

clude household size, income, race, and other

relevant characteristics as were described in Sec-

tion III.

Vacancy Changes. Shifts in the nation's vacancies due to accelerated construction of seasonal
and second homes in addition to higher absolute levels of available vacancies and those due
to other causes are expected to inflate demand
levels by an additional 2.5 million units for
1960-75. The largest number of these will fall
within non-metropolitan areas, according to
our estimates, where major second home and
seasonal construction activity is likely to take
place causing vacancies there to rise by 1.5
million as against 1.0 million for metropolitan
areas.

TABLE 45. Projected

United States, 1960-75

Housing

Demand

Components,

Housing Units (000)

Metro Non-Metro United States

Household Gains

13,374

2,602

15,976

Replacement Demand

Demolitions

The dynamics of housing demand projected
for the nation between 1960 and 1975 based on
each of the critical factors outlined above is summarized in Table 45.
Detailed discussion with respect to principal
characteristics of projected housing demand include household size, income, race, and other
relevant characteristics as were described in Section III.

Net Losses

Other Causes

3,180

778

1,710

876
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TABLE 45. Projected Housing Demand Components,
United States, 196~75
Metro
Household Gains
Replacement Demand
Demolitions
Net Losses
Other Causes
Sub Total
Vacancy Changes
Total

Housing Units (000)
Non-Metro United States

13,374

2,602

15,976

3,180

1,710

4,890

778

876

1,654

(3,958)

(2,586)

(6,544)

1,014

1,484

2,498

18,372

6,646

25,018

Comparable housing demand components for
1968-78, corresponding to the President's tenyear housing program, are presented in Table 46.
TABLE 46. Projected Housing Demand Components,
United States, 1968-78
Metro

Housing Units (000)
Non-Metro United States

Household Gains

9,568

2,027

11,595

Replacement Demand
Demolitions
Net Losses
Other Causes

2,422

1,302

3,724

596

653

1,249

Subtotal

(3,O18)

(1,955)

(4,973)

Vacancy Changes

688

1,012

1,700

13,274

4,994

18,268

Total

2. Housing Supply
Characteristics of the nation's housing supply
were projected to 1975 in terms of two major
factors: inventory depletions and additions of
new housing units. Tenure and rent-value classes
affecting each of these items within the nation
were estimated on the basis of past trends as well
as assessments of current program operations.
Principal findings of this analysis are:
• More than 13.5 million units are expected
to be removed from the United States housing
inventory between 1960 and 1975 through a variety of means including: demolitions, conversions,
mergers, and other means. Of these, approximately
8.0 and 5.5 million, respectively are expected to
be within metropolitan and non-metropolitan
areas.
• Approximately one-half of all housing depletions for 1960-75 will be in renter occupied
units with another 5.5 and 2.0 million, respectively, in owner occupied and vacant dwellings.
• Removals of metropolitan renter occupied
units will be greater than owner occupied depletions-4.3 to 2.6 million. The reverse is expected
for non-metropolitan areas where about 2.9 mil-
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lion ownership units are projected for removal

as compared with 1.8 million renter occupied

dwellings.

â¢ By far the largest share of renter and

owner removals will affect low cost housing priced

below $60 per month rent or at values under

$12,500.

â¢ More than 32 million housing additions

are projected for the United States between 1960

and 1975. The overwhelming share, 25.0 million,

is expected through new construction with the

remainder gained by conversions, mergers, and

other means which partially offset losses due to

similar causes.

â¢ Approximately 10.1 million units of the

total 25.0 million units projected for 1960â75

were constructed between 1960 and 1967. An addi-

tional 14.9 million units are forecast for 1968â78.

â¢ About half of these new additions, 15.5

million, are expected to be in ownership dwell-

ings, with the remaining portion divided among

renter occupied (12.0 million) and vacant (4.5

million) units. In the latter case, many of these

vacancies will be for seasonal and second homes.

â¢ In contrast to housing depletions, an over-

whelming share of the nation's new housing addi-

tions are expected to be at relatively higher price

levels reflected in rental above $100 per month

or over $20,000.

â¢ Metropolitan housing supply characteris-

tics for 1960â75 have been detailed in much the

same manner as those for the nation cited above

and further refined with regard to renter housing

unit size in this report.

Principal findings related to the scale and com-

position of the United States housing needs to

1975 follow. A minimal statement of these needs

as reflected by incremental gains based on "nor-

mative" 1960 housing expenditures is first pre-

sented, followed by an appraisal of total needs

based on applied shelter-budget standards. As

described in Section I, normative expenditure

patterns utilized in this study are keyed to actual

housing outlays incurred by discrete household

income brackets as noted in 1960 Census data.

Thus, application of these patterns implies a less

stringent test of housing needs than would re-

sult by imposition of more acceptable shelter-

budget standards.

B. incremental Housing Needs; 1960â75

Two basic approaches have been employed to

establish indicated housing requirements for the

nation in the years ahead: first, an assessment of

incremental housing needs based on "normative"

shelter outlays by household income; and second,

total housing requirements reflected by applica-

tion of shelter-budget standards. In the first in-

stance, net surpluses or deficits within the nation's

lion ownership units are projected for removal
as compared with 1.8 million renter occupied
dwellings.
• By far the largest share of renter and
owner removals will affect low cost housing priced
below $60 per month rent or at values under
$12,500.
• More than 32 million housing additions
are projected for the United States between 1960
and 1975. The overwhelming share, 25.0 million,
is expected through new construction with the
remainder gained by conversions, mergers, and
other means which partially offset losses due to
similar causes.
• Approximately 10.1 million units of the
total 25.0 million units projected for 1960-75
were constructed between 1960 and 1967. An additional 14.9 million units are forecast for 1968-78.
• About half of these new additions, 15.5
million, are expected to be in ownership dwellings, with the remaining portion divided among
renter occupied (12.0 million) and vacant (4.5
million) units. In the latter case, many of these
vacancies will be for seasonal and second homes.
• In contrast to housing depletions, an overwhelming share of the nation'S new housing additions are expected to be at relatively higher price
levels reflected in rental above $100 per month
or over $20,000.
• Metropolitan housing supply characteristics for 1960-75 have been detailed in much the
same manner as those for the nation cited above
and further refined with regard to renter housing
unit size in this report.
Principal findings related to the scale and composition of the United States housing needs to
1975 follow. A minimal statement of these needs
as reflected by incremental gains based on "normative" 1960 housing expenditures is first presented, followed by an appraisal of total needs
based on applied shelter-budget standards. As
described in Section I, normative expenditure
patterns utilized in this study are keyed to actual
housing outlays incurred by discrete household
income brackets as noted in 1960 Census data.
Thus, application of these patterns implies a less
stringent test of housing needs than would result by imposition of more acceptable shelterbudget standards.

housing inventory have been traced for the

1960â75 period based on actual housing outlays

made by discrete income classes in the 1960 mar-

ket place. Projections of housing needs deter-

mined in this fashion have the advantage of

B. Incremental Hou.ing Need.; 1960-75
Two basic approaches have been employed to
establish indicated housing requirements for the

nation in the years ahead: first, an assessment of
incremental housing needs based on "normative"
shelter outlays by household income; and second,
total housing requirements reflected by application of shelter-budget standards. In the first instance, net surpluses or deficits within the nation's
housing inventory have been traced for the
1960-75 period based on actual housing outlays
made by discrete income classes in the 1960 market place. Projections of housing needs determined in this fashion have the advantage of
indicating relative shifts from an established pattern, and as such they serve as a minimal assessment of housing gaps though they fail to quantify
needs already present in the benchmark year of
1960. Greater detail with respect to the second
approach will be indicated further in this report.
Derivation of the nation's incremental housing
needs for 1960-75 are obtained by "interfacing"
households demand preferences (Appendix Table
B3) and price characteristics of occupied supply
(Appendix Table B4). The result of this matching (described earlier with reference to 1960 housing needs in Table 12) between demand and
supply produces deficits and surpluses within discrete shelter-price categories as reflected in Table
47 and elaborated in detail in the ensuing
paragraphs.
TABLE 47. "Normative" Estimate, Rental Housing
Needs, United States, 1 1960
Metro
Under $40
$40-$59
l60-$79
80-$99
l100-l119
130- 139
Over $140

Housing Units (000)
Non-Metro United States 2

-1,134
-1,621
-1,245
- 703
23
+
+ 499
+4,181

-505
-242
-11
+ 88
+130
+152
+388

0

0

ment of housing gaps though they fail to quantify

needs already present in the benchmark year of

1960. Greater detail with respect to the second

approach will be indicated further in this report.

Derivation of the nation's incremental housing
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5,461

1. Analysis of sale housing needs reveals surpluses for all
values once assets by discrete household income levels are
accounted for as described earlier in this report. Since these
assets playa unique and critical role in potential home ownership with respect to both initial purchase and continued occupancy, no meaningful determination of "need" as conceived
by the matching of shelter outlays (a "demand preference"
drawn from income indices) and sale unit value profiles (supply) can be expressed.
2. Deficit shown only for United States; these housing needs
are cumulative for metropolitan and non-metropolitan areas
where specific gaps by discrete rent ranges are indicated.
Since deficits and surpluses between respective metropolitan
and non-metropolitan areas are not "transferable" or arithmetically additive, indicated needs for the nation in the
$80-99 bracket is set at 703,000 units, a sum comparable to
that shown for metropolitan area needs.

Estimates of housing needs shown in Table 47
describe two basic conditions with regard to national residential resources. The first is the availability or unavailability of housing units to

indicating relative shifts from an established pat-

tern, and as such they serve as a minimal assess-

-1,639
-1,863
-1,256
- 703
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satisfy demand preferences at given price levels.

A surplus of rental dwellings in the $100 to $119

cell, for example, indicates that sufficient housing

of this type is anticipated to meet demand prefer-

ences of households seeking these units. A deficit

would suggest the opposite conclusion.

A second condition of housing need reflected

in the table relates to the compromise of demand

preferences by households unable to avail them-

selves of housing within their "normative" ex-

penditure levels. Thus, successive deficits at lower

price levels, for example, suggest that households

with preferences in these ranges must move to

higher priced units until some satisfactory ac-

commodation is obtained. Preferences shifted in

this fashion could conceivably be modified in

several ways before satisfactory arrangements are

made. Disproportionate housing outlays, crowd-

ing, doubling, and resorting to substandard

quarters in an effort to lower rental expendi-

tures are typical of distortions introduced in an

effort to meet shelter needs.

Quantification of national housing needs may

be read directly opposite each rental cell shown

in Table 47 or grouped in successive price levels

to determine their broader implications. To

avoid over simplification, however, a precau-

tionary note is in order. A balance of demand

preferences with the indicated supply in any

rent-value bracket does not mean all households

seeking housing at that level have been satisfied,

when an aggregate numerical balance between

deficits and surpluses (taking cumulative totals

to the next higher price level) is obtained for

respective metropolitan and non-metropolitan

areas. It is not possible to interpret these esti-

mates of housing needs precisely since other

factors, for example, location, social constraints,

etc., may lead to distortions despite the appar-

ently adequate supplies of units at given price

classes. One or all of these variables could force

households to choose accommodations other than

those priced at levels within their demand pref-

erences.

1. Principal "Incremental" Housing Needs

Sectors

As reflected in Table 47, significant housing gaps

are anticipated at lower price levels. For rental

units under $100, deficits in 1975 are expected

to total approximately 5.5 million dwellings. The

overwhelming proportion (85 percent) of these

gaps will be for units priced below $80.

In our judgment, reliance on an income index

to establish demand preferences by rent and price

levels offers the most consistent and comprehen-

sive means for analyzing housing needs. Never-

theless, this technique does have shortcomings

with respect to both renter and ownership status.

With respect to renters, the income index cannot

give lull weight to various allowances for earn-

ings over and above those reflected by monetary

income per se. This is especially true for low-

income households where certain stipends from

various federal and state aid programs could con-

satisfy demand preferences at given price levels.
A surplus of rental dwellings in the $100 to $119
cell, for example, indicates that sufficient housing
of this type is anticipated to meet demand preferences of households seeking these units. A deficit
would suggest the opposite conclusion.
A second condition of housing need reflected
in the table relates to the compromise of demand
preferences by households unable to avail themselves of housing within their "normative" expenditure levels. Thus, successive deficits at lower
price levels, for example, suggest that households
with preferences in these ranges must move to
higher priced units until some satisfactory accommodation is obtained. Preferences shifted in
this fashion could conceivably be modified in
several ways before satisfactory arrangements are
made. Disproportionate housing outlays, crowding, doubling, and resorting to substandard
quarters in an effort to lower rental expenditures are typical of distortions introduced in an
effort to meet shelter needs.
Quantification of national housing needs may
be read directly opposite each rental cell shown
in Table 47 or grouped in successive price levels
to determine their broader implications. To
avoid over simplification, however, a precautionary note is in order. A balance of demand
preferences with the indicated supply in any
rent-value bracket does not mean all households
seeking housing at that level have been satisfied,
when an aggregate numerical balance between
deficits and surpluses (taking cumulative totals
to the next higher price level) is obtained for
respective metropolitan and non-metropolitan
areas. It is not possible to interpret these estimates of housing needs precisely since other
factors, for example, location, social constraints,
etc., may lead to distortions despite the apparently adequate supplies of units at given price
classes. One or all of these variables could force
households to choose accommodations other than
those priced at levels within their demand preferences.
1. Principal "Incremental" Housing Needs
Sectors
As reflected in Table 47, significant housing gaps
are anticipated at lower price levels. For rental
units under $100, deficits in 1975 are expected
to total approximately 5.5 million dwellings. The
overwhelming proportion (85 percent) of these
gaps will be for units priced below $80.
In our judgment, reliance on an income index
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ceivably augment the level of income. Despite

this drawback, we believe the impact of such al-

lowances which, of course, are not uniformly

available to all low income households would not

masureably affect the scale and composition of

renter needs as indicated above.

to establish demand preferences by rent and price
levels offers the most consistent and comprehensive means for analyzing housing needs. Nevertheless, this technique does have shortcomings
with respect to both renter and ownership status.
vVith respect to renters, the income index cannot
give full weight to various allowances for earnings over and above those reflected by monetary
income per se. This is especially true for lowincome households where certain stipends from
various federal and state aid programs could conceivably augment the level of income. Despite
this drawback, we believe the impact of such allowances which, of course, are not uniformly
available to all low income households would not
masureably affect the scale and composition of
renter needs as indicated above.
As noted earlier, the concept of need with respect to ownership units requires considerably
more analytic precision than is presently at
hand. Essential to this appraisal would be to
afford hOllsing opportunities to ostensibly low
income households who have accumulated appreciable assets over time. These assets, which cannot be reflected through an indiscriminate application of shelter-budget standards against
household income, allow for greater choice in
"trading up," lowering monthly carrying charges
through higher down payments, and a variety of
other purchasing arrangements for homes which
might appear to be valued in excess of current
income capabilities.
Critical housing needs projected above based
on 1960 demand preferences affect primarily low
income households. Although surpluses are indicated for middle income housing in rental
brackets between $100 and $120, shortages in
these ranges might still exist. Deficits here relate
to selective locations or other special market factors which cannot be reflected in the aggregate
demand and supply analysis undertaken. In addition, shortages in one price-tenure cell interact
with surpluses in others, creating market pressures among a broad band of income households
vying for housing at the same price levels. This
will lead to distortions in supply for both income
groups.
Continued attrition of bottom-end stock and
the expectation that many of the nation's families will continue in low income status in the
years ahead lead to the scale and composition of
housing need indicated in Table 47. Application
of shelter-budget "standards," moreover, related
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to household income and size. expose more deep
seated needs as may be seen in the ensuing discussion of total housing needs.

C. TOlal Hou.inglVeea.j 1975
The extent of nat iona l housing needs, as described earlier, goes beyond those reRected in an
analysis of incremental needs between 1960 and
1975. Ascribing 1960 housing ou tlays by discrete
income levels to the nation's households in the
mid-1970's fails to identify needs already present
within the base year, 1960. For th is reason, a
shelter.budget standard was applied to the 1975
household income profile projected for the
United States to identi fy "total needs."
Standards adopted here, compara ble to those
cited for 1960, assume a ren t-income ratio of 25
percent for households earni ng less than $3000
in 1975. The results of this analysis are set forth
in Table 48 and elaborated ill detail in the en·
suing paragraphs. (Projected demand preferences
and rent characteristics in which these findings
are based may be fou nd in Appendix Tables B5
and 8 6).
TABLE 48. Estimated Total Housing Needs by

Rent-Value, 1975 '

Gross R'ntal

M.tro

Under $40

-4,024
- 1,451
+ 220

$40-59
$60-79
500-99
$100-119
$120-139
514<l

"""

32
+ 313
+
699
+
+ 4,2 11

0

Housl n. Units (OOO)
Non-M.tro
Un ited Statu"

1,555
92
456
253
177
177
400

+
+
+
+
+
+

--0

-5,579
- 1,451

---7,030

I. eased on 25 percent ... nt-Incom. standard for ... nt.rs.
Analysis 01 sal. !>ousln, need', II pr .... lously noted, Indicates
substantial surplu"s In III ... 11,1. cilisn onc. Ic:c:umul"ed
houS'hold ....t • • re , . k.n Into .ccount. Th .......ts .sslst
in the .cqulsltlon 0' houl;n, unils ostensibly beyond the
lin.nc.d c:epec:lty 0' m.n~ owners based on conslder.tion of
household cu rrent .. min, 1.... 1. only.
Z. Deficits s!>own only lor the United St.t.Si ... loot not. 2,
T.bl.47.

I. Indicated Deficits (wd Surpluses
Paralleling the nation's housing needs in 1960,
continued gaps are projected for low cost renter
units. Re ntal housi ng requ irements in 1975 are
eslimated to amount to 5.6 and 1.4 million units,
respectively, for the under $40 and $40-59
brackets.
As in the 1960 situation, households desiring
uni ts with in the price le vels indicated bere are
likely to make a series of compromises with respect to the quality of housing, crowding, dou-
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bling, and disproportionate ~helter outlays to
obtai n accommodations in 1975. The interaction
between lower income households forced to
move to higher price brackets. in tum, is likely
to create pressure poillts for moderate income
housing as well so tltat shortages in those categories also will occur. In natistical terms, {or
example, the combined deficit for renter units
below ~59----6.9 million dwellings-would not be
cumulatively satisfied until indicated surpluses
for ullits oyer $140 were tapped. In reality, other
intcT\lening factors !ouch as location will (urlher
complicate the "equilibrium" process.
To iIlUStraU~ the latter point, cumulatiUf! deficits for the nation's renter housing, according
to these calculations. are ind icated well into lhe
renta l bracket over $ 100 as the demand for lower
priced units is forced to shift upward to seek
accomlllQ(latiollS. As a remit, moderate income
households who might onlinarily seek comparable housi ng wou ld be forced to compete with
lower income renters for such units. Of course,
other fauors would affeci the nature of this competition. especially the location of available supply a nd continuation of ~ial restraints in
S('iecled areas.
2. Tutfli Nuds; 1978
The pattern of widening hou~ing gaps for low
COst housing noted fOI 1960·75 probably will
continue into the laller half of the 1970·~. Ba5Cd
on our calculations related to each of the key
demand and supply factors previously identified,
we estimate that the nation 's rental housing
needs in 1978 will amount 10 approximately 7.8
million rental units; 6.0 million priced below $40
per month 3ml1.7 million in the $50-$59 bracket.
~Ie lropo l itan g:l(lS will be an esti mated 6.1 million units in that year (4.4 and 1.7 million reo
spectively in the aforementioned rental brackets)
and non.metropolitan needs will total 1.7 million
rental dwelli ngs.
The ex lent of Illeuupolitall renter-housing
needs projected 10 1975 is especially acute. Owing
to their bighly critical pl:tce within the nation's
housing piuure, these needs have been analyzed
in greater detail through refinements to the
shelter-budget standard concept noted here. Results of thai analy.~i5 are set forth below.

D. Tottll iUe.ropolilan Renter lIoulfing Need.;

1960-75
Since residential requirements for the natioo's
metropolitan areas projected immediately above
Ori :r n I from
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have been based on "normative" housing ex-

penditure patterns for 1960, they reflect relative

shifts in housing requirements rather than an

estimate of total housing needs. Application of

shelter-budget standards in place of the exor-

bitant rent-income ratios that many of the

nation's households were paying in 1960 would

more closely reflect an accurate statement of

housing requirements.

Total rental needs assessed above reflect im-

position of a "gross" shelter-budget standard in

place of actual outlays incurred by the nation's

renter households in 1960. In an effort to more

closely approximate what these total needs might

be, a refined approach was devised relating house-

hold shelter-budget capacities against size re-

quirements. Basic elements of this technique are

briefly described in the ensuing paragraphs.

have been based on "normative" housing expenditure patterns for 1960, they reflect relative
shifts in housing requirements rather than an
estimate of total housing needs. Application of
shelter-budget standards in place of the exorbitant rent-income ratios that many of the
nation's households were paying in 1960 would
more closely reAect an accurate statement of
housing requirements.
Total rental needs assessed above reflect imposition of a "gross" shelter-budget standard in
place of actual outlays incurred by the nation's
renter households in 1960. In an effort to more
closely approximate what these total needs might
be, a refined approach was devised relating household shelter-budget capacities against size requirements. Basic elements of this technique are
briefly described in the ensuing paragraphs.

necessities competing for limited resources available to these households. In sum, the portion of
income currently assigned to housing in these
special assistance programs appears to need further study and refinement.
Demand preferences for households capable of
paying "economic" rents, i.e., those outside the
above defined income thresholds, were determined by means of "normative" shelter outlays
based on 1960 expenditure patterns. Unit size
preferences of these households, moreover, were
also assumed to parallel choices evidenced in
1960. Thus, "free market" forces were simulated
to the degree possible for all families and unrelated individuals within this group.
Income boundary conditions as defined here
are summarized below:

/. Shelter-Budget Standards

Standards applied in this aspect of the analysis

are related to existing special assistance federal

housing programs. A key factor in delineating

these standards has been the interrelationship

between housing income and size characteristics.

Thus, a differential formula was devised to ap-

propriately reflect both households rent paying

capacities in light of indicated income levels and

bedroom requirements with respect to family

size.

A principal task in this approach was to de-

fine income boundary conditions by household

size. The nation's moderate income program

(section 22U13, below-market-interest) was ana-

lyzed with this purpose and income boundary

limits were established. Rent-income ratios of

20 percent were assigned to groups falling within

these income boundaries. For those below effec-

tive income eligibility for the moderate income

housing program, a higher rent income ratio was

employedâ25 percentâsimilar to standards in-

corporated within the nation's rent supplement

housing program.

The choice of respective rent income ratios ap-

plied here resulted in conservative estimates of

housing needs as indicted previously in Section I.

In actual fact, some lesser portion of earnings

might more appropriately be applied to shelter

for low and moderate income groups, paralleling

actual patterns observed among the nation's mid-

dle income families. Differentiation between

household size and rent-income ratios for low

and moderate income levels, moreover, might be

appropriately considered taking account of other

necessities competing for limited resources avail-

able to these households. In sum, the portion of

income currently assigned to housing in these

special assistance programs appears to need fur-

ther study and refinement.

Demand preferences for households capable of

paying "economic" rents, i.e., those outside the

above defined income thresholds, were deter-

mined by means of "normative" shelter outlays

based on 1960 expenditure patterns. Unit size

preferences of these households, moreover, were

1. Shelter-Budget Standards
Standards applied in this aspect of the analysis
are related to existing special assistance federal
housing programs. A key factor in delineating
these standards has been the interrelationship
between housing income and size characteristics.
Thus, a differential formula was devised to appropriately reflect both households rent paying
capacities in light of indicated income levels and
bedroom requirements with respect to family
size.
A principal task in this approach was to define income boundary conditions by household
size. The nation's moderate income program
(section 221d3, below-market-interest) was analyzed with this purpose and income boundary
limits were established. Rent-income ratios of
20 percent were assigned to groups falling within
these income boundaries. For those below effective income eligibility for the moderate income
housing program, a higher rent income ratio was
employed-25 percent-similar to standards incorporated within the nation's rent supplement
housing program.
The choice of respective rent income ratios applied here resulted in conservative estimates of
housing needs as indicted previously in Section I.
In actual fact, some lesser portion of earnings
might more appropriately be applied to shelter
for low and moderate income groups, paralleling
actual patterns observed among the nation's middle income families. Differentiation between
household size and rent-income ratios for low
and moderate income levels, moreover, might be
appropriately considered taking account of other

also assumed to parallel choices evidenced in

1960. Thus, "free market" forces were simulated

to the degree possible for all families and unre-

lated individuals within this group.

Income boundary conditions as defined here

are summarized below:
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Shelter-Budget
Standard

One

Household Size (persons)
Three
Two
& Four

Five
Plus

20 Percent
Rent-Income Ratio
Ceiling
*5100
Floor
4800

$6100
$5700

$7300
$6600

$9000
$7800

25 Percent
Rent-Income Ratio
Less than: 1
$4800

$5700

$6600

$7800

1. Assumed to equate with "floor" of moderate income programs; see Section V for additional information.

Estimates of the nation's metropolitan renter
housing needs to 1975 predicated on the above
shelter-budget demands follow.
2. Total Needs Reviewed; 1960
As shown in Table 49, total needs for the nation's metropolitan areas in 1960 are estimated at
about 2.5 million units for dwellings in the under
S40 rental class. The overwhelming need of units
at this price level was for efficiencies (1.3 million
out of 2.5 million) with another 511,000 units required in one bedroom dwellings. Indicated
needs for two and three or more bedroom apartments priced under $40 per month in 1960 were
set at 423,000 and 315,000 respectively. Significant
supply gaps were also noted for efficiency units
in the 540-$80 rental range.
3. Total Needs; 1975
Interfacing the prospective renter demand profiles (derived by application of a similar shelterbudget standard-see Appendix Table B9) with
anticipated supply characteristics (Appendix
Table B 10) indicates that the nation's metropolitan renter needs will grow more acute by 1975.
As shown in Table 50, a net deficit of $4.6 mil-
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TABLE 49. Estimated Total Rental Housing Needs
Price and Unit Size, United States Metropolitan
Areas, 1960
Gross Rent

None

One

Bedrc,ms
Two

Three +

All

-423
- 87
+ 98
+325
+233
+207
+160

-315
-254
-126
+ 88
+166
+191
+184

-2529
- 313
+ 505
+784
+ 603
+ 546
+ 404

+513

-

TABLE 49. Estimated Total

Rental Housing Needs by

Price and Unit Size,

United States Metropolitan

Areas, 1960

Bedroms

Gross Rent None

Under $40

-1280
9
- 217
$40-r
$60- 79
69
$80- 99
2
$100-$119 + 31
$120-$139 + 24
Over $140
3
+

+
+
+
+
+
+

511
245
602
373
173
124
57

by

One

-1510

Two

Three +

All

+1063

66

0

Nole 1. Combining demand for efficiency and one bedroom
ur:its produces the following needs pattern.

Under $40 â1280

Rent

Gap/Surplus (OOO)

Under $40
$40-$59
$60-$79
$80-$99
$100-$119
$120-$139
Over $140

-1791
+ 28
+ 533

â 511

-423

-315

â2529

$40-$59 â 217

+ 245

- 87

+

371

+ 204
+ 148
+ 60

-254

- 477

- 313

$60-$79 â 69

+ 602

+ 98

-126

+ 505

Note 2. In this and in Table 50, no attempt has been made
to apply a value-income standard for the reasons as stated in
Table 48.
Note 3. Since indicated deficits require "vertical" or "horizontal" shifts to higher rental brackets or different unit sizes
to those "preferred," total gaps shown by bedroom and rental
ranges are net figures.

$80-$99 â 2

+ 373

+325

+ 88

+ 784

$100-$119 + 31

+ 173

+233

+ 166

+ 603

$120-$139 + 24

+ 124

+207

lion units is expected for dwelling prices under
$40 monthly with an additional gap of 2.3 million and 863,000 units, respectively, indicated for
rental brackets between $40 and $59 and $60 and
$79. As in 1960 the largest share of these shortages fall in smaller sized apartments, efficiency
and one bedroom units, followed in turn by
medium (two bedroom) and larger-sized (three
or more bedroom) dwellings.

+ 191

+ 546

Over $140 + 3

TABLE 50. Estimated Total Rental Housing Needs by
Price and Unit, United States Metropolitan Areas, 1975

+ 57

Gross Rent

None

One

Two

Three +

All

Under $40

-2500
- 770
- 366
83
+ 115
+ 167
+172

-1087
- 515
+ 74
+ 301
+ 428
+ 598
+1572

- 690
- 583
-264
+ 217
+ 430
+ 536
+2679

-362
-465
-307
- 18
+77
+170
+474

--4639
-2333
- 863
+ 417
-1050
-1471
-4897

-3265

+1371

+2325

--431

+ 160

+ 184

+ 404

-1510

+ 1063

+ 513

â 66

~40-r9
60- 79

$80- 99
*100-$119
120-$139
Over $140

0

Note l. Combining demand for

efficiency

and one

ments produces the following needs pattern:
Rent

Gap/Surplus (000)

Under $40
$40-$59
$60-$79
$80-$99
$100-$119
$120-$139
Over $140

-3587
-1285
- 292
+ 218
+ 543
+ 765
+1744

units produces the following needs pattern.

Gap/Surplus (000)

Under $40

-1791

$40-$59

+ 28

$60-$79

-1894
+ 533

$100-$119

+ 204

$120-$139

+ 148

v.

Selected Aspects of Housing Needs; 1975
The impact of housing needs forecast for the
nation with respect to selected market and geographic cross sections is examined in this section.
Complementary housing need analyses covered
here include examination of: non-economic demand and relative subsidy requirements; impact
on minority households; distribution by major
United States regions; intrametropolitan distri-
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$80-$99

+ 371

4. Note on "Filtering"
Price movements among survived units, i.e.,
existing units which remain in the course of the
projection period, can play a focal role in relieving or exacerbating critical national metropolitan
housing needs. Very little information, unfortunately, is available to definitively analyze the
"filtering" process.
However, it can be stated in general terms that
patterns of price fluctuation among survived
units are a response to changing market conditions and a measure of their competitive strength
vis-a-vis new units with respect to location, space,
character, and condition. Price rises for survived
units might be expected as demand for low cost
housing remains relatively stable, forcing many
households to rely on dwindling supplies of older
existing stock to meet their shelter requirements.
Forecast new construction, as indicated by this
analysis, will be concentrated largely at middle
and higher rental brackets and as a result, will
not satisfy demands generated for low cost housmg.
As previously noted, it has not been possible to
assess the implications of "filtering" for the nation's housing needs in the years ahead. Studies
in other areas indicate that many older, survived
units tend to escalate in price movement and
result in a double housing squeeze on lower income households. Appreciation on value and
rent for older dwellings withdraws housing available with the income paying capacity of these
families and individuals and limits the number
of other units that might be provided by filtering
down. The interplay of new construction and
price dynamics of survived units and its control
with respect to the nation's housing picture is a
key area for policy and program efforts which is
woefully neglected at the present time.

0

Note: Combining demand for efficiency and one bedroom apart-

bedroom

Rent

Indicated surpluses and gaps for the nation's
metropolitan housing supply in 1975 in the context of a total housing need statement are summarized in Table 50.
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butions of forecast housing needs; projected
housing condition; vacancies; and monitoring
national housing needs. Each of these areas IS
examined briefly in the ensuing paragraphs.
butions of forecast housing needs; projected

housing condition; vacancies; and monitoring

national housing needs. Each of these areas is

examined briefly in the ensuing paragraphs.

A. Non-Economic Demand; Relative Subsidy

Requirements

In this most simple formulation, non-economic

demand encompasses families and primary in-

dividuals unable to incur "economic rents or

housing outlays" required by non-assisted and

unsubsidi/ed housing activities. The threshold

separating those capable of meeting economic

rents from those unable to do so cannot be pre-

cisely established inasmuch as they vary consid-

erably from location to location and are influ-

enced to a large extent by the "internal"

economic relationships that persist within sub-

areas of the nation. However, a useful delinea-

tion between these two housing sectors can be

demarcated by application of maximum income

eligibility limits of the moderate income housing

program under Section 221 (d) (3).

Taking account of non-economic demand, the

indicated housing needs for United States

metropolitan areas as set forth in Section II have

been examined further with regard to the rela-

tive subsidies that might be required to assist

affected renter households in obtaining adequate

housing. For purposes of analysis, two principal

conditions were described: households in need of

what might be termed "shallow" subsidies; and,

those in need of "deep" housing subsidies. In the

first instance, small subsidies were equated with

coverage currently provided by the nation's

221d3 below market-interest program. Savings

made possible through this program's liberal

financial formula result in significant rental re-

ductions, thus making housing available to many

moderate income households who could not

otherwise obtain comparable shelter values at

"economic rents."

The second category, substantial subsidies, was

equated with households who fall below effective

income eligibility limits for the moderate income

housing program. Subsidies necessary in this case

might be comparable to those reflected in the

public housing program where rentals are keyed

to cover essentially operating costs, while capital

outlays are carried by the Federal Government.

In point of fact income limits for continued

occupancy in public housing fall short of effec-

tive income eligibility for moderate income

housing at the present time. As a result, an "un-

served" income gap exists between the cutoff

point for public housing eligibility and the in-

come "floor" for entry into the nation's moderate

income housing projects. In addition, many low

income households are excluded from public

housing due to insufficient earnings to meet

minimum rental levels. A brief discussion related

to this aspect of current programs is set forth

below, followed by estimates of required sub-

sidies as defined.

1. Subsidies and Shelter-Budget Standards

A. Non-Economic Demand; Relative Subsidy
Requirements
In this most simple formulation, non-economic
demand encompasses families and primary individuals unable to incur "economic rents or
housing outlays" required by non-assisted and
unsubsidized housing activities. The threshold
separating those capable of meeting economic
rents from those unable to do so cannot be precisely established inasmuch as they vary considerably from location to location and are influenced to a large extent by the "internal"
economic relationships that persist within subareas of the nation. However, a useful delineation between these two housing sectors can be
demarcated by application of maximum income
eligibility limits of the moderate income housing
program under Section 221 (d) (3).
Taking account of non-economic demand, the
indicated housing needs for United States
metropolitan areas as set forth in Section II have
been examined further with regard to the relative subsidies that might be required to assist
affected renter households in obtaining adequate
housing. For purposes of analysis, two principal
conditions were described: households in need of
what might be termed "shallow" subsidies; and,
those in need of "deep" housing subsidies. In the
first instance, small subsidies were equated with
coverage currently provided by the nation's
22ld3 below market-interest program. Savings
made possible through this program's liberal
financial formula result in significant rental reductions, thus making housing available to many
moderate income households who could not
otherwise obtain comparable shelter values at
"economic rents."
The second category, substantial subsidies, was
equated with households who fall below effective
income eligibility limits for the moderate income
housing program. Subsidies necessary in this case
might be comparable to those reflected in the
public housing program where rentals are keyed
to cover essentially operating costs, while capital
outlays are carried by the Federal Government.
In point of fact income limits for continued
occupancy in public housing fall short of effec-

Shelter-budget standards with regard to metro-

politan rental housing incorporated in this re-

port have been described in Section III. As

previously noted, standards employed have been

related to existing special assistance federal

housing programs. Both rent paying capacity and
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tive income eligibility for moderate income
housing at the present time. As a result, an "unserved" income gap exists between the cutoff
point for public housing eligibility and the income "floor" for entry into the nation's moderate
income housing projects. In addition, many low
income households are excluded from public
housing due to insufficient earnings to meet
minimum rental levels. A brief discussion related
to this aspect of current programs is set forth
below, followed by estimates of required subsidies as defined.
1. Subsidies and Shelter-Budget Standards
Shelter-budget standards with regard to metropolitan rental housing incorporated in this report have been described in Section III. As
previously noted, standards employed have been
related to existing special assistance federal
housing programs. Both rent paying capacity and
unit size requirements were reflected in this
approach assess more accurately the price and
size characteristics of the nation's housing needs
forecast to 1975.
Steps undertaken in formulating these shelterbudgets, together with the hazards incurred, are
briefly examined below.
Moderate Income Limits. As an initial step
in this approach, the income "boundaries" for
the nation's 22l (d) (3) below market rate interest
program were established. Maximum income
limitations for this program were examined for
the entire United States and a "representative"
income limit was established and examined for
each of the four major household size groupings:
one person; two persons; three and four persons;
and, five or more persons. The methodology for
this "composite" determination weighed such
factors as: location of various projects; examination of maximum income ranges for respective
size groupings; and consultant experience in
comparable developments. In a similar fashion,
the effective "floor" under moderate income housing eligibility was established by analysis of the
distribution of offerings throughout the United
States in the mid-1960's. Results of these analyses
were summarized earlier in this report.
Public HOllsing Income Limitations. As in
the case of the nation's moderate income program, income boundaries for the public housing
program vary considerably from location to location. Nevertheless, representative "eligibility
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thresholds" can be established and applied with-

in the context of this analysis to determine the

scale and magnitude of the nation's metropolitan

renter housing needs. A review of the public

housing program, paralleling that undertaken

for the nation's moderate income program, re-

thresholds" can be established and applied within the context of this analysis to determine the
scale and magnitude of the nation's metropolitan
renter housing needs. A review of the public
housing program, paralleling that undertaken
for the nation's moderate income program, revealed the following representative income
boundaries.

vealed the following representative income

boundaries.

Household

Size

Persons

Public Housing

Maximum

lncome 1

Shelter-Budget

Standards2

25% 20% (d3)

One

Two

Three and Four

Five plus

$3,500

4,100

4,600

5,100

$4,800

5,700

Household
Size
Persons

Public Housing
Shelter-Budget
Maximum
Standards 2
Income 1
25%
20% (d3)

One

$3,500
4,100
4,600
5,100

Two
Three and Four
Five plus

$4,800
5,700
6,600
7,800

$4,800-5,100
5,700-6,100
6,600-7,300
7,BOO-9,000

1. For continued occupancy. ApP.lication. of public housing
income limits must be viewed against vanous allowances for
earnngs over and above those re!lecte~ in the summary S!!t
forth in this section. Thus, certain stipends from. other aid
programs could conceivably augment the level of Income 'for
public housing tenants without caUsing displacement for continued occupancy.
While the specific delineation of effective income eligibility
boundaries for the public housing program C!nd for the. "'!oderate income housing program may be sU'?Ject to va~latlol),
it should be stressed that any shift that might occur In this
profile would have little consequence with regard to the final
needs statement incorporated in this report. Rather, s~!'1e
variations can be expected though the scale and composition
of indicated needs will remain close to that represented here.
2. Income thresholds established ~n p. 81 for purposes of
determining "shallow" subsidy requirements.

6,600

7,800

$4,800-5,100

5,700-6,100

6,600-7,300

7,800-9,000

1. For continued occupancy. Application of public housing

income limits must be viewed against various allowances for

earnngs over and above those reflected in the summary set

A principal "unserved income gap" exists between the effective cutoff points of public housing continued occupancy and moderate income
entry eligibility. This phenomenon, taking into
account income thresholds delineated in this
report, is summarized below.

forth in this section. Thus, certain stipends from other aid

programs could conceivably augment the level of income for

public housing tenants without causing displacement for con-

Indicated Gap

Unserved Gap by Household Size (persons)
Three
Five
One
Two
and Four
Plus

tinued occupancy.

While the specific delineation of effective income eligibility

boundaries for the public housing program and for the mod-

erate income housing program may be subject to variation,

Between "d3" and
Public Housing
High
$4,800
Low
3,500

$5,700
4,100

$6,600
4,600

$7,800
5,100

it should be stressed that any shift that might occur in this

profile would have little consequence with regard to the final

needs statement incorporated in this report. Rather, some

variations can be expected though the scale and composition

of indicated needs will remain close to that represented here.

2. lncome thresholds established on p. 81 for purposes of

determining "shallow" subsidy requirements.

A principal "unserved income gap" exists be-

tween the effective cutoff points of public hous-

ing continued occupancy and moderate income

entry eligibility. This phenomenon, taking into

account income thresholds delineated in this

report, is summarized below.

1ndicated Gap

Unserved Gap by Household Size (persons)

Three Five

One Two and Four Plus

Between "d3" and

Public Housing

High $4,800 $5,700 $6,600 $7,800

Low 3,500 4,100 4,600 5,100

As may be seen, substantial income layers are
excluded from coverage by these special assistance
public housing programs. Our studies show that
a large group of renters fall in this class. In addition, many families earning less than $2,000 are
excluded from public housing-where a gross
median income of $2,514 was reported for the
third quarter of 1967, the most recent period for
which data are available. Together, both of these
"unserved gaps"-below $2,000 and the 221d3public housing income spectrum-contribute to
the forecast housing needs for the nation's renters
in 1975. Thus, major generators of these needs
would be left unattended with regard to any
remedial attention unless current programs are

As may be seen, substantial income layers are

expanded to encompass those gaps presently
unserved.

2. Metropolitan Renter Subsidy Requirements
Low income households faIling in the aforementioned "non-economic" demand sector will
total an estimated 6.3 million families and primary individuals by 1975. Due to the relatively
narrow income band, those qualifying for shallow
subsidies, as defined, comprise a minor share of
this demand-slightly less than five percent. As
may be seen, therefore, households qualifying for
deep subsidies and consisting of groups presently
excluded from categorical special assistance programs as well as those covered make up the overwhelming majority of this demand.
An estimated 10 million households within this
non-economic demand sector in 1975 will require
rental units priced below $79 per month, the
level where greater needs are forecast (see Table
50). Low and moderate income households will
be competing with another 4.1 higher income
households for the projected supply of six million of these units in that year, according to our
calculations. The resulting cumulative deficit of
approximately 8 million units will be be borne
predominantly by those falling within the noneconomic demand sector by virtue of their overwhelming share of those seeking these low priced
units.
Assuming these deficits as well as shortages incIicated for other rental-unit size categories ($8099; efficiency and three bedroom apartments) are
proportionately absorbed by low and moderate
income groups, we estimate that approximately
235,000 households would require a small subsidy to obtain adequate housing to meet their
needs and that another 6 million households
would require substantial subsidies_
Estimates set forth below cannot be interpreted
as precise indicators of the nation's housing needs
for either small or substantial subsidies. The
relatively low requirement cited for small subsidies, for example, does not adequately reflect
distortions which are likely to take place as lower
income groups compete with middle income
households for available moderate income housing due to supply shortages of adequate inexpensive housing. As a result, a "housing squeeze" is
likely to exist for moderate units-where "shallow" subsidies, as defined, would become operative-and therefore, many more middle income
households than shown below may be in search
of shelter within their means.
riglnal from

excluded from coverage by these special assistance

public housing programs. Our studies show that

a large group of renters fall in this class. In addi-

tion, many families earning less than $2,000 are

excluded from public housingâwhere a gross
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Table 51 summarizes estimated households
eligible for small and substantial subsidies (within the definition presented above) by unit size.
Table 51 summarizes estimated households

TABLE 51. Non-Economic Rental Households
Requiring "Shallow" and "Deep" Subsidies,

eligible for small and substantial subsidies (with-

in the definition presented above) by unit size.

United States Metropolitan Area, 1975

TABLE 51. Non-Economic Rental Households

Subsidy
Required

Requiring "Shallow" and "Deep" Subsidies,

United States Metropolitan Area, 1975

Subsidy

Deep

Shallow

Required '

J

One

Households by Size (000) 2
Two
Three
Four

Total

2957
79

1266
23

1002
67

803
66

6028
235

3036

1289

1069

869

6263

Households by Size (000) 2

One

Two

1. As defined in this report.
2. Subsidies matched to discrete rental and unit size deficits
(Table 50); size relates to persons per households.
Source: Robert Gladstone and Associates.

Three

Four

Total

Deep

Shallow

B. Impact on Minority Households

2957

79

3036

1266

23

1289

1002 803 6028

67 66 235

1069

869

6263

1. As defined in this report.

By virtue of their low-income status, in the
past the majority of the nation's non-white households have been restricted largely to renteroccupancy and many are forecast to remain within that tenure grouping in the years immediately
ahead. Analysis of recerit income trends and
forecasts for non-white income indicates that
past disparities with respect to white income patterns will continue throughout the course of the
1960's and into the 1970's. As a result, the nonwhite proportion of all low income families will
remain at high levels, according to our calculations.
An overwhelming share of the nation's metropolitan housing needs forecast for the mid-1970's
. will be for low-cost rental units as shown in
Section IV. By far the largest group contributing
to the demand for these units are households
earning less than $2,000. While non-whites are
expected to represent approximately one-fifth of
the nation's renters, we calculate that they will
be more than one·quarter (27 percent) of the
rental households earning less than $2,000 in
1975. Therefore, the low-income housing burden
identified in the course of this study will continue to fall more heavily on the nation's minorities than on any other group.
The burden of low cost housing gaps for nonwhites is reflected in their continued low income
status forecast to 1975. Based on projections detailed in Section III of this report, median income for the nation's minorities in 1975 is expected to be $4400 and $2000, respectively, in
metropolitan and non-metropolitan areas as com-

2. Subsidies matched to discrete rental and unit size deficits

(Table 50); size relates to persons per households.

Source: Robert Gladstone and Associates.

/}. Impact on Minority Households

By virtue of their low-income status, in the

past the majority of the nation's non-white house-

holds have been restricted largely to renter-

occupancy and many are forecast to remain with-

in that tenure grouping in the years immediately

ahead. Analysis of recent income trends and

forecasts for non-white income indicates that

past disparities with respect to white income pat-

terns will continue throughout the course of the

1960's and into the 1970's. As a result, the non-

white proportion of all low income families will

remain at high levels, according to our calcula-

tions.

An overwhelming share of the nation's metro-

politan housing needs forecast for the mid-1970's

will be for low-cost rental units as shown in

Section IV. By far the largest group contributing

to the demand for these units are households

earning less than $2,000. While non-whites are

expected to represent approximately one-fifth of

the nation's renters, we calculate that they will

be more than one-quarter (27 percent) of the

rental households earning less than $2,000 in

1975. Therefore, the low-income housing burden

identified in the course of this study will con-

tinue to fall more heavily on the nation's minor-

ities than on any other group.

The burden of low cost housing gaps for non-

whites is reflected in their continued low income

status forecast to 1975. Based on projections de-

tailed in Section III of this report, median in-

come for the nation's minorities in 1975 is ex-

pared with $7600 and $5100 for white households.
Paralleling patterns already noted for the
1960's, the nature of non-white residential needs
with regard to household size suggests that the
housing burden for this group will be more
acute for medium and large sized units. Constituting approximately one in every six single
person households with incomes below $2,000 in
1975, according to our estimates, the proportion
of large non-white households at comparable
earnings levels will be close to three in every ten
metropolitan households. As a result, shortages
for two bedroom and three or more bedroom
dwellings, as in 1960, are expected to be more
acute for metropolitan area non-whites than for
their white counterparts.

c.

Regional Needs Estimates
Data limitations, already evident in the examination of the United States metropolitan area
needs to 1975, are more constraining for smaller
sub-divisions of the nation. For this reason, gross
estimates of the relative impact of housing needs
can only be set forth with respect to the nation's
four rna jor regions. Any additional study to
identify the relative impact of projected 1975
needs for each of the nine divisions found within
the nation as identified for 1960 is not possible
owing to the disparate data available for supply
changes and the questionable value of some of
that information.
Prospects are that housing needs by region
will not shift radically from patterns indicated
for 1960. In the absence of definitive supply inputs, however, specific determinations of relative
needs by key sub areas of the United States are
not possible.
Broad indications of prospective housing needs
among the nation's four principal regions may
be glimpsed from review of the outlook for
household income to 1975. Related to the proportionate share of low-income families expected
to reside within these regions, estimates shown
in Table 52 indicate that all regions are likely
to share in almost equivalent amounts in the
anticipated housing needs forecast here. The
Northeast with its many heavily populated areas
will contain the greatest shortages (27.4 percent), .
according to this criteria, with the West at the
lowest end of the range, 22.3 percent.

pected to be $4400 and $2000, respectively, in
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pared with $7600 and $5100 for white house-
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TABLE 52. Relative Distribution of the Nation's
Metropolitan Area Housing Needs,
by Maior Regi0l'!, 1975 '
RII&ion

Percent

Northeast
North Central
South

27.4 %
24.0
26.3
22.3

West

100.0%
1.

Sa$8d on d i.lriblltlon of low IneGmll households forecast
by 'lI&ion.

Sou,.,.: Roba.t Gladstone Iowl Assoc iates.

In, rll.tnel ropoli,an H Oluing Need.
Unava ilabil ity of consistent and comprehensive information wilh regard to key population
and hou sing supply fac tors also does nOt pemli t
defin it ive analysis of ce nt ral ci lY and suburban
housing need disu'ibutio ns for the years ahead.
However, prospects as to the way in which these
nceds arc likely to be distributed ca n be gleaned
by exami na tion of 19[,0 housing inventories and
househo ld pa tLel'ns and anticipa ted supply
changes for 1960-75.
Approximately seven OUl of every te n of the
nation's metropolitan rental units priced u nder
$40 in 1960 were located wi thin central cities.
Examination of trends in t he late 1950's indio
ca les that depletions or these units were taking
phu:e a t rapid ra les due to a var iety of public
and private demo litions. The dwindling supply
of the existing stock of such low priced units-sct at about 855,000 in 1960 for cemral cities and
approximately M5,OOO for outlying suburban
commu nit ies--has continued to erode duri ng the
prescm decade as high way displacements. renewa l, a nd othe r priva te activities have taken
their toll .
Based on paSt trends. lhe supply of u nits located in cen tra l ci t ies in 1960 is likely to cha nge
apprecia bly by the mid -1970·s. We estimate that
from 5.0 to 5.5 million u nits wi ll be removed
from thc stock a nd between 7 a nd 9 million units
will be added by new construction and other
means. As a result, un its gai ned for the 1960-75
period will represent from one-third to two-fifths
of the 1975 invcntory forecast for cenlral ci lies
and as such will signifi cantly influence the price
structure of available dwellings. Since many of
these additions wi ll be at higher rent-value levels
than the exini ng stock , continued shelter price
escalation is in prospect.
Expectations are that remaining low priced
u n its within the nation 's metropolitan housing
inventory are likely to dec1ints.harply in the
I) .
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half of the 1960'~ and early part of the
19iO's as they arc displaccd in older, blighted
SCHions or a., they £;,11 into disrepair owing to
age and a variety 01 other factors. On the other
hand, additions of new uniu to the metropolitan
area inventory, tiS noted, will be concentrated at
hightT rent·value brackets thus failing to reo
pleni~h the ullier, diminishing supply of inexpensi\'e housing.
h indicated in xltion III, the residential role
o( central cities will continue to change in the
years ahead. Whitc households are expected to
gain slightly. flom 14.8 to 15.0 million for
1968--78. NOll-whiles, on lhe other hand, will
gain an estim:lled 1.4 million houst:holds to 5.1
million in 1978.
Concurrent \\lith these supply developments
within the nalion\ metropolitan areas is the anticipation that the overwhelllling share of the
low IIHOInc familie§ will continue to reside in
central cities. Alcording to census information,
centr<il city fall1ilie~ eal !ling less than $2,000
amounted to about three·fifths of those contained
within the n,lIiun's metropolitan areas in 1960.
\le(lian income tor central cit)' families and un·
related individual) III that same year was
1,858: 80 penent of lhe comparable median for
suburban resident~. The changing residential
role of Cl'ntral Cilie« was also reflected in the di,·
proportionate number of nOll-white and small
hOll~eholds accommodatcd.
While -.ome diffusion in these patterns may be
expected as dnelopmenh (ontinue to take plac;:e
within suburban area.!>, the likelihood is that no
radical thallges in these proportions can be expectcd by lhe mid·1970·s. The prospects for open
housing and programs designed to elimina te
banier<, to Tlon-while'l fOI suburban housing are
only beginning to take hold and will probably
take many ycan bdore their effectiveness is tested
ami success is alcomplished. As a resu lt. we esti·
Ulate that indicated housing needs {or the nation's metropolitan areas SCI forth in Section II
will rem,tin hea"il> conlentrated in central cities.
on the order of one·half to two·thirds within
central c.hin of these metropolitan areas.

E. Projected lIo ltsin , Cond it io n
Forec;lst condition or the nation's housing
Stock. in 1975 can be presented only in gross dimensions owing to Lhe lack or definitive data
idenLifying housing removals in the 1960's and
key characteristic; of these units. In the absence
o( this tn'8f~'l,yp,J", emphasis has been given

.JlNIVERSITY Of MINNESOTA

primarily to characteristics of the nation's hous-

ing stock removed between 1950 and 1960 (as

reported in the U. S. Census of Components of

Change Series), analysis of housing condition by

age, and finally, an evaluation of new units pro-

jected between 1960 and 1975. Concurrent with

these guidelines has been the assumption that the

rate of improvement to the nation's housing

stock characterizing the 1950-60 changes will be

slowed down due to aging of stock constructed

in the immediate post-war years, a condition not

fully reflected in the 1950â60 patterns.

Taking these factors into consideration, ap-

proximately 8 out of 10 of the nation's units

in 1975 are expected to be sound with all facili-

ties as contrasted with about 3 out of 4 in

1960. Metropolitan housing stock is expected to

improve to the point where 8 out of 10 (81.8

percent) of the units contained in these areas

would be so classified while two-thirds (66.7 per-

cent) of the non-metropolitan area housing in-

ventory is forecast for similar conditions as com-

pared to 60.9 percent in 1960.

About 8 percent of the nation's housing is ex-

pected to be dilapidated in 1975, down from

about 5 percent in 1960. According to our cal-

culations, non-metropolitan area housing would

be more heavily affected in this category than

would be metropolitan area units, 5.2 percent as

compared to 1.9 percent. Counting sound units

without facilities and deteriorating and dilap-

idated dwellings, forecasts anticipate a substand-

ard level of approximately 20.8 percent for the

nation's units in 1975 with corresponding levels

for metropolitan and non-metropolitan areas

forecast at about 14.4 and 26.0 percent respec-

tively for the corresponding year.

Forecasts set forth here must be viewed in light

of base materials on which they are predicated.

As previously noted, census information with

respect to housing condition is at best only a

suggestion of actual qualitative levels. More ac-

curate appraisals would have to be undertaken

with detailed and refined surveys owing to the

uneven assessments made by enumerators in

both 1950 and 1960. For these reasons, the fore-

primarily to characteristics of the nation's housing stock removed between 1950 and 1960 (as
reported in the U. S. Census of Components of
Change Series), analysis of housing condition by
age, and finally, an evaluation of new units projected between 1960 and 1975. Concurrent with
these guidelines has been the assumption that the
rate of improvement to the nation's housing
stock characterizing the 1950-60 changes will be
slowed down due to aging of stock constructed
in the immediate post-war years, a condition not
fully reflected in the 1950-60 patterns.
Taking these factors into consideration, approximately 8 out of 10 of the nation's units
in 1975 are expected to be sound with all facilities as contrasted with about 3 out of 4 in
1960. Metropolitan housing stock is expected to
improve to the point where 8 out of 10 (81.8
percent) of the units contained in these areas
would be so classified while two-thirds (66.7 percent) of the non-metropolitan area housing inventory is forecast for similar conditions as compared to 60.9 percent in 1960.
About 3 percent of the nation's housing is expected to be dilapidated in 1975, down from
about 5 percent in 1960. According to our calculations, non-metropolitan area housing would
be more heavily affected in this category than
would be metropolitan area units, 5.2 percent as
compared to 1.9 percent. Counting sound units
without facilities and deteriorating and dilapidated dwellings, forecasts anticipate a substandard level of approximately 20.8 percent for the
nation's units in 1975 with corresponding levels
for metropolitan and non-metropolitan areas
forecast at about 14.4 and 26.0 percent respectively for the corresponding year.
Forecasts set forth here must be viewed in light
of base materials on which they are predicated.

As previously noted, census information with
respect to housing condition is at best only a
suggestion of actual qualitative levels. More accurate appraisals would have to be undertaken
with detailed and refined surveys owing to the
uneven assessments made by enumerators in
both 1950 and 1960. For these reasons, the forecasts of housing condition for the nation which
follow must be treated as indicators of general
levels subject to wide variance in the absence of
more precise and comprehensive background
materials. Forecasts for the nation's housing conditions by type and by area follow in Table 53.
1. Estimated Rehabilitation Resources
In light of the general categories of conditions
established through these forecasts, three "probable" and achievable levels of rehabilitation have
been formulated. Keyed both to the severity of
physical condition as denoted by each of the
general condition classifications and to probable
investments associated with such major outlays
as plumbing, kitchen, and other substantial rehabilitation expenses, these formulations for potential rehabilitation by type are as follows:
dilapidated units, 10 percent; deteriorating units,
35 percent; and sound units without facilities,
50 percent.
Estimates of the nation's rehabili tation reservoir to 1975 on the basis of these formulations
follow in Table 54.
TABLE 54. Rehabilitation Resources,
United States, 1975
Housing Units (000)
Non-Metro
United States

Condition

Metro

Sound
Deteriorating
Dilapidated

739
1,708
105

1,258
1,678
225

1,997
3,386
330

Total

2,552

3,161

5,713

Source: Robert Gladstone and Associates.

casts of housing condition for the nation which

follow must be treated as indicators of general

TABLE 53. Forecast Housing Condition, United States, 1960-75

levels subject to wide variance in the absence of

Percent Distribution
Non-Metro Area

more precise and comprehensive background

1960

materials. Forecasts for the nation's housing con-

Metro Area

1975

1960

1960

1975

United States
1975

ditions by type and by area follow in Table 53.

/. Estimated Rehabilitation Resources

In light of the general categories of conditions

established through these forecasts, three "prob-

Sound
With Facilities
Without Facilities
Subtotal

81.8%
4.3
(86.1 %)

85.6%
2.9
(88.5%)

60.9%
12.1
(73.0%)

66.7%
9.7
(76.4%)

74.0%
7.2
(81.2%)

79.2%
5.2
(84.4%)

Deteriorating
With Facilities
Without Facilities
Subtotal

7.6%
3.1
(10.7%)

7.5%
2.1
(9.6%)

8.3%
10.9
(19.2%)

9.8%
8.6
(18.4%)

7.8%
6.0%
(13.8% )

8.3%
4.3
(12.6%)

1.9%

7.8%

5.2%

100.0%

100.0%

100.0%

able" and achievable levels of rehabilitation have

been formulated. Keyed both to the severity of

physical condition as denoted by each of the

general condition classifications and to probable

investments associated with such major outlays

as plumbing, kitchen, and other substantial re-

Dilapidated

3.2%

Grand Total

100.0%

5.0%

3.0%

habilitation expenses, these formulations for po-

tential rehabilitation by type are as follows:

dilapidated units, 10 percent; deteriorating units,

Source: Robert Gladstone and Associates.
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35 percent; and sound units without facilities,

50 percent.

Estimates of the nation's rehabilitation reser-

voir to 1975 on the basis of these formulations

follow in Table 54.

TABLE 54. Rehabilitation Resources,
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100.0%

100.0%

F. Vacancies

Vacancy fluctuations are commonly associated

with nation's housing markets and with changing

supply and demand factors. Overproduction of

residential units at any given time is likely to

remain a short-term phenomenon, resulting in

an attenuated absorption and readjustment pe-

riod prior to the introduction of new supply

inputs. Two basic elements to be considered in

assessing national vacancies relate to: a sufficient

supply of vacant units to permit mobility among

all areas, and potentials afforded by vacancies in

meeting indicated acute housing needs. Each of

these is examined briefly in the ensuing para-

graphs, preceding forecasts for changes within

the nation's vacant stock to 1975.

The availability of vacancies permits house-

holds to move about freely in exercising their

housing choice. Rules of thumb as to precise

levels to allow for this "friction factor" are not

readily available though we believe an effective

vacancy rate in the 6 to 8 percent range would

be sufficient for this purpose with regard to rental

units and 1 to 3 percent for sale dwellings.

This would permit a significant level of vacancy

to exist so as to remove pressures for price escala-

tion among existing units in the absence of new

additions to stock within short-term durations.

On the other hand, the available "envelope"

would not prove to be onerous in deterring pro-

duction of new units in light of the "soft" mar-

ket conditions.

In the face of continued outward-migration

and housing offerings encountering insufficient

demand within selected sections of central cities

or older, blighted sections of suburban areas,

vacancies can be expected to rise appreciably.

The vacancy rate among available units for either

sale or rental under these circumstances will

probably gain appreciably over effective rates

noted in earlier years and in many instances ex-

ceed the 6 to 8 percent range cited above. Given

the current rate of demolitions anticipated for

the United States in the years ahead, we believe

that the increase in effective vacancies for areas

of this type can provide meaningful opportu-

nities in line with the staged reconstruction po-

tentials described earlier.

Many of these vacancies will undoubtedly oc-

cur in dilapidated and substandard units while

others may be available in sound structures but

lack in other factors such as location and gen-

eral amenities. Vacancies of this type, however,

can represent a prime opportunity for city re-

newal policies designed both to rehabilitate

existing stock found suitable for this purpose

and to clear other substandard units. In the in-

tervening period prior to accomplishing these

tasks, vacant area housing can be used as a re-

location resource. Once again, the selection of

such a resource would depend in large measure

on the environment in which these units were lo-

cated as well as on the quality in available dwell-

ings. The prime significance of the availability

F. Vacanciea
Vacancy fluctuations are commonly associated
with nation's housing markets and with changing
supply and demand factors. Overproduction of
residential units at any given time is likely to
remain a short-term phenomenon, resulting in
an attenuated absorption and readjustment period prior to the introduction of new supply
inputs. Two basic elements to be considered in
assessing national vacancies relate to: a sufficient
supply of vacant units to permit mobility among
all areas, and potentials afforded by vacancies in
meeting indicated acute housing needs. Each of
these is examined briefly in the ensuing paragraphs, preceding forecasts for changes within
the nation's vacant stock to 1975.
The availability of vacancies permits households to move about freely in exercising their
housing choice. Rules of thumb as to precise
levels to allow for this "friction factor" are not
readily available though we believe an effective
vacancy rate in the 6 to 8 percent range would
be sufficient for this purpose with regard to rental
units and I to 3 percent for sale dwellings.
This would permit a significant level of vacancy
to exist so as to remove pressures for price escalation among existing units in the absence of new
additions to stock within short-term durations.
On the other hand, the available "envelope"
would not prove to be onerous in deterring production of new units in light of the "soft" market condi tions.
In the face of continued outward-migration
and housing offerings encountering insufficient
demand within selected sections of central cities
or older, blighted sections of suburban areas,
vacancies can be expected to rise appreciably.
The vacancy rate among available units for either
sale or rental under these circumstances will
probably gain appreciably over effective rates
noted in earlier years and in many instances exceed the 6 to 8 percent range cited above. Given
the current rate of demolitions anticipated for
the United States in the years ahead, we believe
that the increase in effective vacancies for areas
of this type can provide meaningful opportunities in line with the staged reconstruction potentials described earlier.
Many of these vacancies will undoubtedly occur in dilapidated and substandard units while
others may be available in sound structures but
lack in other factors such as location and gen-

eral amemtIes. Vacancies of this type, however,
can represent a prime opportunity for city renewal policies designed both to rehabilitate
existing stock found suitable for this purpose
and to clear other substandard units. In the intervening period prior to accomplishing these
tasks, vacant area housing can be used as a relocation resource. Once again, the selection of
such a resource would depend in large measure
on the environment in which these units were located as well as on the quality in available dwellings. The prime significance of the availability
of this supply, however, lies in the prospective
utility it can provide for assisting policies aimed
at reducing the nation's housing needs both in
central areas as well as in suburban and nonmetropolitan locations.
As shown in Table 55, we estimate that the
nation's vacant stock will be up 2.5 million from
approximately 5.3 million units in 1960 to 7.8
million by 1975. Effective vacancy rates--reflecting available units for sale or rent against the
sum of these units plus occupied supply-will
remain approximately the same in these calculations, at about 1.5 and 7.0 percent, respectively,
for sale and rental units. These compare with
1960 and 1965 totals of about 1.3 and 1.4 percent
for sale units and 7.4 and 7.5 percent for rental
units.
The bulk of increases projected for the nation's vacant supply to 1975 are expected to fall
within seasonal and second homes, classified as
"held for occasional use." This level will be up
1.5 million from approximately 2.0 to 3.5 million
for 1960-75 according to our calculations. This
is in line with trends and increases noted for
1950-60 carried forward to the mid-1970's. Other
vacant units, consisting of those dilapidated,
those held for other use, and those awaiting vacancy are expected to remain at approximately
the same level in 1975 as in 1960, that is, 2.5
percent; thereby, they are to account for approximately 1.7 million units by the mid-1970's as
contrasted with 1.3 million in 1960.
According to our calculations, metropolitan
area vacancies will be up about one million
units, from 2.4 to 3.4 million for 1960-75. Net
increases in vacancies for non-metropolitan areas
are expected to rise even more rapidly, going
from about 2.9 to 4.4 million, reflecting an increase of about 1.4 million seasonal and second
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of this supply, however, lies in the prospective

utility it can provide for assisting policies aimed

at reducing the nation's housing needs both in

central areas as well as in suburban and non-

metropolitan locations.

As shown in Table 55, we estimate that the
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homes. Forecasts for the nation's vacanCIes to
1975 are set forth in Table 55.
TABLE 55. Projected Tenure and Vacancy Patterns,
United States, 1975
homes. Forecasts for the nation's vacancies to

1975 are set forth in Table 55.

Metro

TABLE 55.

United States

Projected

, 1975

All Units

Occupied
Owner
Renter

Tenure and

Vacancy Patterns,

Housing Units (000)
Non-Metro
United States

50,800

26,000

76,800

28,300
19,100

14,500
7,100

42,800
26,200

47,400

21,600

69,000

400
1,400

200
600

600
2,000

(1,800)

(800)

(2,600)

700
900

2,800
800

3,500 2
1,700

3,400

4,400

7,800

Housing Units (OOO)

Metro

Non-Metro United States

All Units

Vacant
Available
Sale
Rent

Occupied

Owner

Subtotal

Renter

50,800

Seasonal
other 1

26,000

76,800

28,300

19,100

14,500

7,100

42,800

26,200

Vacant

Available

Sale

Grand Total
(Vacant)

1. Includes: dilapidated, hold for other use and awaiting
occupancy.
2. Amounts to 4.5 percent of all units as compared with 3.0
percent for 1960.
Note: Vacancy gains implied by the above forecast represent
an effective rate of 7 percent for renter units and 1.5 percent
for sale units in 1975, roughly equivalent to 1960 levels.
Source: Robert Gladstone and Associates.

Rent

47,400

21,600

69,000

400

1,400

200

600

600

2,000

Subtotal

(1,800)

(800)

(2,600)

Seasonal

Other1

700

900

2,800

3,500 2

1,700

Grand Total

(Vacant)

800

3,400

4,400

7,800

1. Includes: dilapidated, hold for other use and awaiting

occupancy.

2. Amounts to 4.5 percent of all units as compared with 3.0

percent for 1960.

Note: Vacancy gains implied by the above forecast represent

an effective rate of 7 percent for renter units and 1.5 percent

for sale units in 1975, roughly equivalent to 1960 levels.

Source: Robert Gladstone and Associates.

G. Monitoring National Housing Needs

Updating and maintaining current estimates

G. Monitoring National Hou.ing Need.
Updating and maintaining current estimates
of United States housing needs could provide
useful information for formulating national
housing policies and programs in the years ahead.
Updating procedures, however, will require
more than maintaining current estimates by
periodically revising data inputs. Insufficient information in selected study areas has limited the
scope of this analysis and pointed to a number
of significant factors such as current information
with respect to housing condition; available vacancies by price level; tenure and bedroom count
of new additions to the nation's supply; units lost
through fires and other calamities as well as removed units; and shelter budgets among the
nation's low income household exclusive of those
in public useful inputs to assessing the nation's
housing needs in any given point in time. These
factors are basic to an evaluation of neglected
housing needs.
Various national and quasi-public agencies
dealing with these questions on a day-to-day
basis would perhaps be in a position to gather
additional information as administrative procedures were outlined to facilitate these matters.
Given the comparative ease with which some or
all of this information could be collected through

housing policies and programs in the years ahead.

Updating procedures, however, will require

more than maintaining current estimates by

periodically revising data inputs. Insufficient in-

1.

EXi~ending

Existing Information
Activities carried on here would be designed
to extend basic inputs to existing resource references. Information related to demolitions, for
example, which is not systematically or comprehensively collected at the present time, might be
included in such an attempt, added, as it were,
to basic information presently obtained by the
Bureau of Census with respect to housing permits and authorizations. In much the same fashion that materials are now collected on a routine
fashion from 12,000 permit-issuing locales, it
would seem that these materials and requests
could be augmented to include basic demolition
material both with regard to the scale and characteristics of the units removed.
As in the case of any effort of this type, considerable attention would have to be given to
standardizing classifications to assure that uniform responses were obtained. It follows, therefore, that while many vehicles of the type described here may be found, considerable and
detailed efforts would have to be undertaken to
assure the caliber and consistency of inputs so
vital to monitoring the nation's housing needs.

2. Data "Grafting"
The plethora of studies undertaken by various
levels of government and by quasi-public organizations is well known and offers some opportuni-

ties for extending further current "readings"
with respect to basic housing components. Studies
such as those undertaken by the National Health
Survey related to a broad array of demographic
characteristics might conceivably be further augmented with attempts to systematically collect
and sample information with regard to household size, income, age, and other characteristics.
Similar studies undertaken by the Department
of Labor, the Office of Economic Opportunity,

riginal from

of United States housing needs could provide

useful information for formulating national

existing organizations, we believe the nation's
long-term housing interests would be substantially benefited by efforts aimed at systematizing
collection of such housing data. Toward this end,
three basic approaches to maintaining surveillance of the nation's housing needs in the years
ahead have been identified. These include: extending existing resource materials; "grafting"
data requests onto associated surveys; and mounting new efforts, expressly aimed at generating
information for housing purposes. Each of these
is briefly discussed in the ensuing paragraphs.
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and others might be coordinated to assure rea-

sonable sampling procedures with regard to cen-

tral cities and suburban areas.

As in the first instance, we believe that it will

be necessary to explicitly mandate this task of

coordination and monitoring with regard to the

utility of such surveys to a specific group, logi-

cally within the Department of Housing and

Urban Development. Without such coordina-

tion, mindful of the focused methods by which

these data might be analyzed, it is probable that

a series of desultory research attempts would re-

sult without having the impact or penetration

necessary to maintain a current posting of na-

tional housing needs.

3. Single Purpose Studies

In deference to either the extension or grafting

approaches suggested above, specific surveys

might be initiated with the purpose of establish-

ing key data necessary for determhiing national

housing needs at any given point in time. Per-

haps if undertaken on a five-year basis, these

scientifically structured surveys, would aim toward

collecting information for both sides of the hous-

ing equation, namely, people and housing. By

so doing, specific recognition of the current lack

of such information would be forthcoming as

would be a central repository of national infor-

mation explicitly geared and designed toward

meeting housing needs.

As noted elsewhere in this study, housing needs

for the United States have been projected pri-

marily on the basis of demand preferences and

have not considered other critical factors such as

condition and space availability which would

undoubtedly further aggravate estimated short-

ages in the nation's projected supply for 1975.

At a minimum, we believe periodic surveys

should be mounted to determine a representative

cross section of housing quality within the na-

tion on an up-to-date basis. In addition, this

survey might be used to gather other information

as it relates to the nation's households and

housing units.

VI. Housing Needs of Selected Metropolitan

Areas

Following the analysis of United States housing

needs in 1960, a group of selected metropolitan

areas have been examined with a view to recent

residential changes. Data limitations were pri-

and others might be coordinated to assure reasonable sampling procedures with regard to central cities and suburban areas.
As in the first- instance, we believe that it will
be necessary to explicitly mandate this task of
coordination and monitoring with regard to the
utility of such surveys to a specific group, logically within the Department of Housing and
Urban Development. Without such coordination, mindful of the focused methods by which
these data might be analyzed, it is probable that
a series of desultory research attempts would result without having the impact or penetration
necessary to maintain a current posting of national housing needs.
3. Single Purpose Studies
In deference to either the extension or grafting
approaches suggested above, specific surveys
might be initiated with the purpose of establishing key data necessary for determining national
housing needs at any given point in time. Perhaps if undertaken on a five-year basis, these
scientifically structured surveys, would aim toward
collecting information for both sides of the housing equation, namely, people and housing. By
so doing, specific recognition of the current lack
of such information would be forthcoming as
would be a central repository of national information explicitly geared and designed toward
meeting housing needs.
As noted elsewhere in this study, housing needs
for the United States have been projected primarily on the basis of demand preferences and
have not considered other critical factors such as
condition and space availability which would
undoubtedly further aggravate estimated shortages in the nation's projected supply for 1975.
At a minimum, we believe periodic surveys
should be mounted to determine a representative
cross section of housing quality within the nation on an up-to-date basis. In addition, this
survey might be used to gather other information

as it relates to the nation's households and
housing units.

VI. Housing Needs of Selected Metropolitan
Areas
Following the analysis of United States housing
needs in 1960, a group of selected metropolitan
areas have been examined with a view to recent
residential changes. Data limitations were primary determinants of the areas chosen which
include: Los Angeles, California; St. Louis, Missouri; Philadelphia, Pennsylvania; and Baltimore, Maryland. Housing requirements noted in
each of these communities follow.
A. Crowding
A substantial portion of the nation's metropolitan households reside in crowded conditions.
Considerable variations, however, have been
noted within metropolitan areas. As shown in
Table 56, crowding in selected areas examined
ranged from 6Y2 percen t for metropolitan Philadelphia to 13.9 percent for metropolitan St. Louis
in 1960.
Characteristic of national patterns, central city
crowding exceeded that noted for suburban areas
in every instance with the exception of Los
Angeles. Los Angeles atypically reflects the diffusion of urban centers; as a result, crowding in
the highly urbanized outlying areas of the region
(technically classified as suburbs) exceeded levels
noted for the central city-9.1 percent as compared with 8.0 percent.
While representing a limited sample, a distinct pattern is discernible between larger and
medium size metropolitan areas. Los Angeles and
Philadelphia, counted among the nation's heavily
populated areas, showed greater evidence of
crowding than either St. Louis or Baltimore, both
medium sized regions. Stated in other terms, the
more dynamic housing markets associated with
larger population centers-in terms of scale and
composition-may have mitigated crowding conditions as older, more spacious units were va-

mary determinants of the areas chosen which

include: Los Angeles, California; St. Louis, Mis-

souri; Philadelphia, Pennsylvania; and Balti-

TABLE 56. Crowding, Selected Metropolitan Areas, 1960
Crowded Households

Los Angeles

Metropolitan A.....
St. Louis
Philadelphia

Number
Central City
Suburbs

70,300
122,500

40,700
46,100

44,300
38,200

28,000
17,700

192,800

86,600

82,500

45,700

8.0%
9.1
8.7

16.4%
12.3
13.9

7.2%
5.9
6.5

10.2%

more, Maryland. Housing requirements noted in

each of these communities follow.

A. Crowding

A substantial portion of the nation's metropol-

itan households reside in crowded conditions.

aaltlmor.

Considerable variations, however, have been

noted within metropolitan areas. As shown in

Metro Area

Table 56, crowding in selected areas examined

ranged from 61/2 percent for metropolitan Phila-

delphia to 13.9 percent for metropolitan St. Louis

in 1960.

Percent
Central City
Suburbs
Metro Area

Characteristic of national patterns, central city

crowding exceeded that noted for suburban areas

in every instance with the exception of Los

Angeles. Los Angeles atypically reflects the diffu-

sion of urban centers; as a result, crowding in

the highly urbanized outlying areas of the region

Outlook for Housing Needs

riginai from
90UNIVERSITY OF MINNESOTA

3.5

9.4

cated by families out-migrating to new suburban

housing, leaving their occupancy to larger sized

family groups.

Crowding for selected metropolitan areas in

1960 may be seen in Table 56.

/}. Household Doubling

Nominal doubling levels were noted for the

selected metropolitan areas examined. In only

two instances, the cities of Baltimore and Phila-

delphia, did these levels equal or exceed 4 per-

cent. Doubling was at virtually the same level for

central city and suburban locations in metro-

politan Los Angeles and St. Louis in 1960.

Household doubling for the selected metropol-

itan areas in 1960 is shown in Table 57.

TABLE 57. Household Doubling, Selected

Metropolitan Areas, I960'

Dilapidated Unit.
The extent of housing dilapidation among the
selected metropolitan areas examined varied considerably in 1960, ranging from a low of 1.2 percent for Los Angeles to a high of 3.4 percent for
St. Louis. Only nominal dilapidation was noted
for Los Angeles rental and sale units in 1960 both
for central city and suburban locations. On the
other hand, the level of dilapidation among metropolitan Philadelphia and Baltimore rental
dwellings was considerably greater than for
owner occupied homes, characteristic of patterns
previously described for the nation at large.
Dilapidation among selected metropolitan
areas examined for 1960 are set forth in Table 58.

TABLE 57.

D. Housing Need.; 1960-65
Indicated housing requirements for the selected metropolitan areas under examination have
been updated from 1960 by means of supplementary information made available through
work undertaken in connection with community
renewal programs sponsored by the Department
of Housing and Urban Development. Infonnation available through those studies covering
changes in household and inventory profiles has
provided the necessary inputs for these updates.
1. Incremental Housing Requirements
The approach assumed in this study, as previously indicated, has been to estimate housing
requirements for the selected metropolitan areas
under examination in a "normative" context.
Basic to this concept has been the assumption
that housing outlays by discrete household income brackets will replicate those noted in 1960.

M~tropolitan

Household Doubling, Selected
Areas, 1960 1

Metropolitan Area

Households

Metropolitan Area

Households
Number

Percent

Number

Los Angeles

Central City

Suburbs

Los Angeles
Central City
Suburbs
Metro Area

9,000

9,000
13,500

1.7
1.4

22,500

1.5

6,900
1,400

1.8
1.5

8,300

1.8

16,900
15,100

4.0
2.8

32,000

3.3

8,700
4,900

4.5
2.6

13,500

1.7

1.4

St. Louis
Central City
Suburbs

Metro Area

Metro Area

22,500

1.5

St. Louis

Central City

Philadelphia
Central City
Suburbs

Suburbs

Metro Area

6,900

1,400

1.8

1.5

Baltimore
Central City
Suburbs

Metro Area

8,300

1.8

c.

cated by families out-migrating to new suburban
housing, leaving their occupancy to larger sized
family groups.
Crowding for selected metropolitan areas in
1960 may be seen in Table 56.
B. Hou.ehold DoubUng
Nominal doubling levels were noted for the
selected metropolitan areas examined. In only
two instances, the cities of Baltimore and Philadelphia, did these levels equal or exceed 4 percent. Doubling was at virtually the same level for
central city and suburban locations in metropolitan Los Angeles and St. Louis in 1960.
Household doubling for the selected metropolitan areas in 1960 is shown in Table 57.

1.

Metro Area
13,600
Married couples without their own households.

3.6

Philadelphia

Central City

Suburbs

16,900

TABLE 58.

,Dilapidated Occupied Units, Selected Metropolitan Areas, 1960
Housing Units
Rental
Owner
Total

Rental

Percent Dilapidated
Owner

Total

15,100

4.0

2.8

Metro Area

32,000

Los Angeles
Central City
Suburbs
Metro Area

8,500
11,500

1,900
4,200

10,400
15,700

1.8
2.3

0.5
0.5

1.2
1.1

20,000

6,100

26,100

2.0

0.5

1.2

8,600
6,200

1,300
5,100

9,900
11,300

5.6
7.3

1.4
1.7

4.0
3.0

14,300

6,400

21,200

6.2

1.7

3.4

8,500
5,800

1,700
4,600

10,200
10,400

3.6
3.9

0.4
0.9

1.7
1.6

14,300

6,300

20,600

3.7

0.7

1.6

6,900
2,900

900
2,000

7,800
4,900

5.5
5.7

0.6
1.2

2.8
2.3

9,800

2,900

12,700

5.5

0.9

2.6

3.3

Baltimore

Central City

Suburbs

8,700

St. Louis
Central City
Suburbs
Metro Area

4,900

4.5

2.6

Philadelphia
Central City
Suburbs

Metro Area

13,600

Metro Area

3.6

1. Married couples without their own households.

C. Dilapidated Units

Baltimore
Central City
Suburbs

The extent of housing dilapidation among the

selected metropolitan areas examined varied con-

Metro Area

siderably in 1960, ranging from a low of 1.2 per-

cent for Los Angeles to a high of 3.4 percent for

St. Louis. Only nominal dilapidation was noted

for Los Angeles rental and sale units in 1960 both

for central city and suburban locations. On the

other hand, the level of dilapidation among met-
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TABLE 59. "Normative" Estimate, Rental Housing Needs by Price, Occupied Units,
Selected Central Cities, 1960--65
lOI An ...es

Houslnl Units
PhlJa-delphia

SI. louis

Ba'llmor. l
___2,400
,600

-4,600
11,200
',600
- 28,700
-5,100
- 4,100
- 23,000
- 1,400
---ii,700
+ 500
,
99
- 3,700
+1,700
300
+1,400
$100-$119
+30,100
+1,000
+ 11,300
+6,200
Over $120
+6,500
- 3,900
+36,500
+7,100
1. Relatello 1960-64, adapted from eommunl ty renewal prOllBm malerials keyed to 1964 u a bay yea •.

Under $40
$40-$59

TABLE 60.
Gross Renls
Under $40
9
$40-r
80- 99
$100--$119
Over $120

!60- "

Gross Rents
Under $40

Iii"

79
99
$100-$119
Over $120
1.
2.

",_
46,200

found for those in tbe $60--$69 bracket (.!W.600).
Variations by central city appear to differ more
in degree than in kind, with the exception of
higher priced uniu over $ 120 per month in
Philadelphia where a sizable gap was indicated
for 1960-.65. A wide fluctuation in city bousehold income in the early 1960's may have accounted [or this isolated phenomenon.
Incremental in the early 1960's for the four
central cities under examination are set forth
in Table 59.
Continued attrition of boltom-end stock. and
the prevalence of many low income families in
central cities during the mid-1960's account for
the scale and composition of housing needs indicated in Table 59. Application of reasonable
shelter-budget standards for housing outlays related to household income, moreover, further
exacerbates these needs as indicated immediately
below.

2. Total Housing Needs; 1960-65
As shown in Table 60, bottom-end rentalhousing requirements would escalate sharp.ly assuming total needs as compared with normative
housing requirements. A total of approximately
49,500 and !l4,000 housing units priced below $40

Total Rental Housing Needs by Price, Oc:cupled Units, Selected Central Cities, 196Q...65'

.""

St. LOllis

27, 500
+ 4,600
+ 14,300
+ 6,000
+ 1,600
+ 1,000

....

Housins: Units

''''34,000
300
+1 5,900
+ 8,100
+ 2,800
+ 7,500

LOI

An.. le.

92,200
+ 1,900
+48,200
+24,900
+ 9,000
+ 8,200

''''
109,900

+
+
+

.+

28,100
29,300
23,400
39,800
45,500

.""
-46,000

c' ) I

uds

92

PhiladelPhia

7,700
+25,400
+ 8,000
+ 2,700
+ 2,300

.,,'

+ 6,800
+23,100
+ 7,500
+13,500
- 1,800

Baltimore-

26,100
- 1,300
+14,500
+ 7,800
+ 3,000
+ 2,100

UNIVERSITY OFMINNESOTA

...,
-49,500

+

Based on 25 petCflnt renl-Income rlllo for households .,nlnlles, then $3,000.
A_teles to 1960-64; adapted from community renewel pros:rem materiel. keyed to 1964 a•• baM
Ungulal flO1i1

Outlooh for Housing

--43,500

-30,600
900

'l:tt"

Projections of housing need determined in this
fa shion highlight relative shifts in residential
requirements from the established pattern but
fail to quantify gaps already present in the benchmark year, 1960. We shall return to this point in
the discussion of total needs.
Estimates of metropolitan area housing requirements in 1965 based on 1960 "norm" housing expenditures arc set forth in Table 59. As
detailed earlier, these estimates have been derived by "interfacing" household demand preferences and rent profiles for occupied supply in the
cemral cities of metropolitan areas under examination. The result of this matching between
demand and supply produces deficits and surpluses within discrete shelter price categories in
much the same fashion as those already noted
with regard to United States housing needs cited
above in the interim report.
As shown in Table 59, a widening of the low
income rental housing gap had taken place in
the early 1960's. For three central cities under
examination-St. Louis, Philadelphia, and Baltimore-a deficit of 19,800 units was found for
dwellings priced under $40 per month. An even
higher gap is indicated for units in the $40--$59
bracket (43,500), and a substantial need is also

Totl'
19,800

~r.

.,.,
.28,000
.,900
7,700
+ 9,100
+ 9,100
+
+ 9,100

for Philadelphia and St. Louis, respectively,

would be required to meet indicated rental gaps

in 1965. Baltimore housing requirements are esti-

mated at about 28,100 in 1964. Additional gaps

are indicated, moreover, for units priced between

$40-$59, totaling 6,900 for Baltimore in 1964

and about 300 for St. Louis in 1965. Imposition

of an orbitrary shelter-budget standard to the Los

Angeles household income profile in the mid-

1960's also produces a sharp escalation in hous-

ing needs, similar to patterns noted for the

other three major cities studied as may be seen

in Table 60.

Application of a 25 percent shelter-budget

standard for families earning below $3,000 in this

instance produces a quantum leap in indicated

central city housing requirements shown in Table

for Philadelphia and St. Louis, respectively,
would be required to meet indicated rental gaps
in 1965. Baltimore housing requirements are estimated at about 28,100 in 1964. Additional gaps
are indicated, moreover, for units priced between
$40-$59, totaling 6,900 for Baltimore in 1964
and about 300 for St. Louis in 1965. Imposition
of an orbitrary shelter-budget standard to the Los
Angeles household income profile in the mid1960's also produces a sharp escalation in housing needs, similar to patterns noted for the
other three major cities studied as may be seen
in Table 60.
Application of a 25 percent shelter-budget
standard for families earning below $3,000 in this
instance produces a quantum leap in indicated
central city housing requirements shown in Table

60 as compared to that reflected in Table 59. Incremental changes in these total needs between
1960 and 1965 are also up sharply by virtue of the
continued presence of low income families in
these central cities and continued depletion of
low cost, bottom-end stock through both public
and private actions. The result is a housing
"squeeze" for low income families who, having
no other recourse, are forced to compromise in
their housing solutions through any of several
means such as crowding, doubling, recourse to
substandard structures, and disproportionate
shelter-budget outlays.
Indicated surpluses and gaps for central city
rental housing in the context of a total housing
need statement are summarized in Table 60.

60 as compared to that reflected in Table 59. In-

cremental changes in these total needs between

1960 and 1965 are also up sharply by virtue of the

continued presence of low income families in

these central cities and continued depletion of

low cost, bottom-end stock through both public

and private actions. The result is a housing

"squeeze" for low income families who, having

no other recourse, are forced to compromise in

their housing solutions through any of several

means such as crowding, doubling, recourse to

substandard structures, and disproportionate

shelter-budget outlays.

Indicated surpluses and gaps for central city

rental housing in the context of a total housing

need statement are summarized in Table 60.
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APPENDIX A
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1960 Background Tables

1960 Background Tables

TABLE Al. Crowded Renter Households,

United States by Division, 1960

Crowded Households (000)

Percent Crowded

Metro

Non-Metro

TABLE Al.

Crowded Renter Households, United States by Division, 1960

Division

Metro
Area

Metro

Non-Metro

Division

Division

Area

Area

Total

Area

Area

Total

Division

Crowded Households (000)
Non-Metro
Division
Area
Total

Metro
Area

Percent Crowded
Non-Metro
Area

Division
Total

New England
Middle Atlantic
East North Central
West North Central
South Atlantic
East South Central
West South Central
Mountain
Pacific

85
509
360
100
280
119
217
58
252

30
53
117
109
363
243
216
74
80

115
562
477
209
643
362
433
132
332

8.6%
12.3
13.7
14.1
18.5
24.9
22.0
16.7
11.6

10.4%
10.2
12.6
13.7
27.4
30.9
26.8
21.8
16.9

9.0%
12.1
13.4
13.9
22.7
28.6
24.2
19.2
12.6

Total United States

1,980

1,285

3,255

14.2%

20.5%

16.1%

Division
Total

Metro
Area

Percent of Crowded
Non-Metro
Area

Division
Total

New England

85

30

115

8.6%

10.4%

9.0%

Middle Atlantic

509

53

TABLE A2.

Crowded Owner Households, United States by Division, 1960

562

12.3

10.2

Households (000)
Non-Metro
Area

Metro
Area

Division

12.1

East North Central

360

117

477

13.7

12.6

13.4

New England
Middle Atlantic
East North Central
West North Central
South Atlantic
East South Central
West South Central
Mountain
Pacific

70
226
378
124
172
76
187
74
236

43

74
205
154
257
175
200
112
85

113
300
583
278
429
251
387
186
321

5.7%
5.1
8.3
9.4
7.5
10.1
11.3
11.7
7.5

7.0%
5.7
7.9
8.4
12.0
13.5
13.4
17.1
10.0

6.1%
5.2
8.2
8.9
9.7
12.3
12.3
14.4
8.0

Total United States

1,543

1,305

2,848

7.7%

10.2%

8.7%

West North Central

100

109

209

14.1

13.7

13.9

South Atlantic

280

363

TABLE A3.

Dilapidated Renter Occupied Housing Units, United States by Division, 1960

643

18.5

27.4

Dilapidated Units (000)
Non-Metro
Division
Area
Total

Stock Dilapidated Percent Renter
Metro
Non~Metro
Division
Area
Area
Total

Division

Metro
Area

New England
Middle Atlantic
East North Central
West North Central
South Atlantic
East South Central
West South Central
Mountain
Pacific

33
163
111
36
112
52
83
16
72

15
35
58
38
191
122
110
22
35

48
198
169
74
303
174
193
38
107

3.3%
3.9
4.2
5.1
7.4
10.9
8.4
4.6
3.3

5.2%
6.7
6.2
4.7
14.4
15.5
13.6
6.4
7.4

3.7%
4.2
4.7
4.9
10.6
13.7
10.7
5.5
4.0

Total United States

678

626

1,304

4.8%

10.0%

6.4%

22.7

East South Central

119

243

362

24.9

30.9

28.6

West South Central

217

216

433

22.0

26.8

24.2

Mountain

58

Outlook

fO T

H ousing Needs

95

Original from
UNIVERSITY OF MINNESOTA

TABLE A4. Dilapidated Owner Occupied Housing Units, United States by Division, 1960

Division

Metro

Area

Households (000)

Non-Metro

Area

Percent of Crowded

Division Metro Non-Metro Division

Total Area Area Total

New England

Middle Atlantic

East North Central

West North Central

South Atlantic

East South Central

West South Central

Mountain

Pacific

Total United States

TABLE A4.

Dilapidated Owner Occupied Housing Units, United States by Division, 1960

7

Metro
Area

Households (000)
Non-Metro
Area

New England
Middle Atlantic
East North Central
West North Central
South Atlantic
East South Central
West South Central
Mountain
Pacific

7
33
46
17
34
18
39
8
24

Total United States

226

12

19

Division

Division
Total

Metro
Area

Percent of Crowded
Non-Metro
Area

12
22
47
32
74
47
69
16
20

19
55
93
49
108
65
108
24
44

.5%
.7
1.0
1.2
1.5
2.4
2.3
1.2
.7

1.9%
1.7
1.8
1.7
3.4
3.6
4.6
2.4
2.3

1.0%
.9
1.3
1.5
2.4
3.1
3.4
1.8
1.1

339

565

1.1%

2.6%

1.7%

Division
Total

.5%

1.9%

1.0%

33

22

55

.7

1.7

.9

46

47

93

1.0

1.8

1.3

17

32

49

1.2

TABLE A5.

Percent Dilapidation in Renter Occupied Units by Metropolitan Area Rank Size, United States, 1960

1.7

1.5

Rank Size Category

Central City

Over 1,000,000
500,000-1,000,000
250,000-500,000
Under 250,000

4.3%
5.9%
5.7%
6.2%

Percent Dilapidation
Suburbs

Metropolitan Total

34

74

108

1.5

0.8%
5.6%
9.6%
7.7%

3.1%
5.7%
6.8%
6.7%

3.4

2.4

18

47

65

2.4

3.6

3.1

39

TABLE A6.

Percent Dilapidation in ONner Occupied Units by Metropolitan Area Rank Size, United States, 1960

69

108

2.3

4.6

3.4

8

Rank Size Category

Central City

Over 1,000,000
500,000-1,000,000
250,000-500,000
Under 250,000

.75%
1.5%
1.0%
1.2%

Percent Dilapidation
Suburbs

0.7%
1.9%
3.2%
4.2%

16

24

1.2

2.4

1.8

24

20
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Metropolitan Total

0.7%
1.7%
2.1%
2.4%

APPENDIX B
APPENDIX B

Housing Need Background Tables; 1960-75

Housing Need Background Tables; 1960-75

TABLE Bl. Estimated Total Household Demand Profile, United States, 1960

Households (000)

Gross Rental Metropolitan Non-Metropolitan United States

Under $40 3,431 2,718 6,149

$40-$59 2,830 1,443 4,273

$60-$79 2,765 1,031 3,796

TABLE Bl.

Estimated Total Household Demand Profile, United States, 1960
Households (000)
Non-Metropolitan

$80-$99 2,394 640 3,034

$100-$119 1,282 256 1,538

$120-$139 768 115 883

Over $140 494 60 554

Total 13,964 6,263 20,227

Value

Under $5,000 1,048 1,216 2,264

$5,000-$7,499 1,212 1,061 2,273

Gross Rental

Metropolitan

Under $40
$40-$59
$60-$79
$80-$99
$100-$119
$120-$139
Over $140

3,431
2,830
2,765
2,394
1,282
768
494

2,718
1,443
1,031
640
256
115
60

6,149
4,273
3,796
3,034
1,538
883
554

13,964

6,263

20,227

1,048
1,212
1,401
1,892
1,938
2,778
1,177
1,402

1,216
1,061
849
856
603
686
237
217

2,264
2,273
2,250
2,748
2,541
3,464
1,414
1,619

12,848

5,725

--

$7,500-$9,999 1,401 849 2,250

$10,000-$12,499 1,892 856 2,748

Total

United States

$12,500-$14,999 1,938 603 2,541

Value
$15,000-$19,999 2,778 686 3,464

$20,000-$24,999 1,177 237 1,414

Over $25,000 1,402 217 1,619

Total 12,848 5,725 18,573

TABLE B2. Housing Supply Rental-Value Profile, United States, 1960

Housing Units (000)

Gross Rentals Metropolitan Non-Metropolitan United States

Under $40 1,182 1,717 2,899

Under $5,000
$5,000-$7,499
$7,500-$9,999
$10,000-$12,499
$12,500-$14,999
$15,000-$19,999
$20,000-$24,999
Over $25,000

$40-$59 2,895 1,731 4,626

$60-$79 3,944 1,497 5,441

Total

--

18,573

$80-$99 2,989 805 3,794

$100-$119 1,512 302 1,814

$120-$139 927 139 1,066

Over $140 515 72 587

Total 13,964 6,263 20,277

Value

Under $5,000 1,122 3,177 4,299

$5,000-$7,499 1,803 2,348 4,151

$7,500-$9,999 2,525 1,965 4,490

$10,000-$12,499 3,286 1,825 5,111

$12,500-$14,999 3,146 1,187 4,333

$15,000-$19,999 4,388 1,339 5,727

TABLE 62.

Housing Supply Rental- Value Profile, United States, 1960
-

$20,000-$24,999 1,823 472 2,295

Over $25,000 1,943 447 2,390

Total 20,036 12,760 32,796

Nole: Table 12 was derived by interfacing Tables Bl and B2.
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Gross Rentals

Under $40
$40--$59
$60-$79
$80-$99
$100-$119
$120-$139
Over $140

Total

Metropolitan

- --.-

.

- ~ --

------------------------------

Housing Units (000)
Non-Metropolitan

-- - - ---.

-- -- - -- -

United States

1,182
2,895
3,944
2,989
1,512
927
515

1,717
1,731
1,497
805
302
139
72

2,899
4,626
5,441
3,794
1,814
1,066
587

13,964

6,263

20,277

1,122
1,803
2,525
3,286
3,146
4,388
1,823
1,943

3,177
2,348
1,965
1,825
1,187
1,339
472
447

4,299
4,151
4,490
5,111
4,333
5,727
2,295
2,390

20,036

12,760

32,796

Value

Under $5,000
$5,000-$7,499
$7,500-$9,999
$10,000--$12,499
$12,500-$14,999
$15,000-$19,999
$20,000-$24,999
Over $25,000

Total

Note : Table 12 was derived by interfacing Tables 81 and 82.
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TABLE B3.
GrOll Rental
Under $40
$40-$59
$60-$79
$80-$99
100--$119
120-$139
Over $140

1

Total

TABLE B4.
Gross Rental
Under $40
$40-$59
$60-$79
$80-$99
$100-$119
$1 20-5139
Over $140
Tota l

Projected "Normative" Rental Demand Profile, United States, 1975
Metropolitan

Households 1(00)
Non-Metropolitan

1,460
3,590
5,040
4 ,100
2,300
1,525
1,085

1,791
1,852
1,703

19,100

7,100

United Statu

3,251
5,442
6,743
5,096
2 ,718
1,753
1,197

996
418
228

112

--26,200

Projected Rent Profile, Occupied Units, United Stat es, 1975
Melrol>Olilan

Housln& Units 1(00)
Non_Mel r01>011la n

326
1,969
3,795
3,397
2,323
2,024
5,266

1,286
1,610
1,692
1,084

19, 100

7,100

---

United Slatlls

1,612
3,579
5,487
4,481
2,871
2,404
5,766

548

380

500

--26,200

Nole .. Table 41 was derive<:! by i nterfacin& Ta bles 83 and 84.

TABLE B5. Projected Total Rental Demand Profile, United States, 1975
Gross Renlals
Under $40

$40-$59
$60-$79
$80-$99
$100--$119
$120-$139
OVer $140
Total

Melropolitan

HOU$lIhOld. IOOO}
Non-Metropolitan

United StatH

4,350
3,420
3,575
3,365
2.0 10
1,325
1,055

2,841
1,518
1,236
831
37 1
203
100

7,191
4,938
4,811
4,196
2.381
1,528
1,155

19,100

7,100

26,200

---

TABLE B6. Projected Rent Profile, Occupied Units, United States, 1975
Gross Rentals
Under $40

$40-17959
$60-

$80-$99
5100-$119
$120-$139
OVer $140
Tolal

Metropolilan

Housln& Units (000)
Non·MetropolltaTl

326
1.969
3,795
3,397
2,323
2.024
5,266

1,286
1,610
1,692
1,084
500

1,612
3,579
5,487
4,481
2,871
2,404
5,766

19,100

7, 100

26,200

---

548

380

NaIll: Table 48 WaS derived by interflcina Tables B5 and B6.
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TABLE B7. Estimated Demand for Rental Housing by Price and Unit Size, United States Metropolitan Areas, 1960

Gross Rental

None

Number of Bedrooms (000)

One

Two

941

TABLE B7.

Estimated Demand for Rental Housing by Price and Unit Size, United States Metropolitan Areas, 1960

698

953

Number of Bedrooms (000)
Two

Gross Rental

None

One

Under $40
$40-$59
$60-$79
$80-$99
$100-$ll9
$120-$139
Over $140

1,675
656
393
153
24
15
II

941
953
1,010
635
213
74
57

698
1,018
1,327
9ll
428
129
64

401
596
724
497
224
90
47

3,715
3,223
3,454
2,196
889
308
179

Total

2,927

3,883

4,575

2,579

13,964

Rental

Combined Demand for Efficiency
and One Bedroom Units
Number (000)

Three

Total

1,018

1,010

1,327

635

911

213

428

74

129

57

64

Three

Total

Under $40

$40-$59

$60-$79

$80-$99

----------------------------------------------------------------------------------

Under $40
$40-$59
$60-$79
$80-$99
$100-$119
$120-$139
Over $140

2,616
1,609
1,403
788
237
89
68

Total

6,810

$100-$119

$120-$139

Over $140

Total

Note: Table 49 was derived by interfacing Tables B7 and B8.

1,675

656

393

153

24

15

11

2,927

401

596

724

TABLE B8. Estimated Profile by Price and Unit Size, Occupied Rental Housing, United States
Metropolitan Areas, 1975

497

224

90

47

3,883

4,575

2,579

3,715

Gross Rental

None

One

Number of Bedrooms (000)
Two

Three

Total

395
439
324
151
55
39
14

430
1,198
1,612
1,008
386
198
ll4

275
931
1,425
1,236
661
336
224

86
342
598
585
390
281
231

1,186
2,910
3,959
2,980
1,492
854
583

Total

1,417

4,946

5,088

2,513

13,964

Rental

Combined Supply of Efficiency
and One Bedroom Units
Number (000)

Under $40
$40-$59
$60-$79
$80-$99
$100-$ll9
$120-$139
Over $140

3,223

3,454

2,196

889

308

179

13,964

Rental

Combined Demand for Efficiency

and One Bedroom Units

Number (000)

Under $40

$40-$59

$60-$79

Under $40
$40-$59
$60-$79
$80-$99
$100-$ll9
$120-$139
Over $140
Total

825
1,637
1,936
1,159
441
237
128
6,363

Note: Table 49 was derived by interfacing Tables 87 and 88.

$80-$99

$100-$119

$120-$139

Over $140

Total

2,616

1,609
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TABLE B9. Projected Demand for Rental Housing by Price and Unit Size, United States Metropolitan Areas, 1975

Gross Rental

None

One

Number of Bedrooms (000}

TABLE B9. Projected Demand for Rental Housing by Price and Unit Size, United States Metropolitan Areas, 1975

Two

Three

Number of Bedrooms (OOO}
Two

Gross Rental

None

One

Under $40

59
40-1 79
601 80- 99
$100-$119
$120-$139
Over $140

2,597
1,067
673
275
50
33
21

1,182
1,298
1,409
890
335
147
113

745
1,189
1,625
1,147
558
228
138

441
748
951
668
330
145
97

Total

4,716

5,374

5,630

3,380

Three

Total

Total

Under $40

$40-$59

$60-$79

$80-$99

$100-$119

$120-$139

Over $140

4,965
4,302
4,658
2,980
1,273
553
369

--19,100

Total

-~---

2,597

1,182

Rental

Combined Demand for Efficiency
and One Bedroom Units
Number (OOO)

1,067

1,298

673

1,409

275

890

50

335

Under $40

$40-$59
$60-$79
80-$99
100-$119
120-$139
Over $140

1

Total

3,779
2,365
2,082
1,165
385
180
134
10,090

33

147

Note: Table 50 was derived by interfacing Table B9 with Table B10.

21

113

4,716

5,374

745

1,189

1,625

1,147

558

228

138

5,630

TABLE B10. Projected Profile by Price and Unit Size, Occupied Rental Housing, United States
Metropolitan Areas, 1975

441

748

Gross Rental

None

One

Number of Bedrooms (OOO)
Two

Three

Total

951

668

330

145

97

3,380

4,965

4,302

97
297
307
192
165
200
193

95
783
1,483
1,191
763
745
1,685

55
606
1,361
1,364
988
764
2,817

79
283
644
650
407
315
571

326
1,969
3,795
3,397
2,323
2,024
5,266

Total

1,451

6,745

7,955

2,949

19,100

Rental

Combined Supply of Efficiency
and One Bedroom Units
Number (OOO)

Under $40
9
$40-r
$60- 79
$80- 99
$100-$119
$120-$139
Over $140

192
1,080
1,790
1,383
928
945
1,878

Under $40
$40-~59

$60- 79
$80-$99
$100-$119
$120-$139
Over $140

4,658

2,980

1,273

553

19,100

Rental

Combined Demand for Efficiency

and One Bedroom Units

Number (000)

Under $40

$40-$59

Total

-8,196

$60-$79

$80-$99

Note: Table 50 was derived by interfacing Tables B9 and B10.

$100-$119

$120-$139

Over $140

Total

3,779

2,365

2,082
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Interprogram differences in the income ranges

served have been discussed hitherto only for an

average size family occupying a one- or two-bed-

room apartment. How policies established for

federally assisted housing projects differentially

affect families according to their size will be con-

sidered next. In the process we also will obtain

an empirical comparison of the income distribu-

tions of tenants in the Public Housing and Rent

Supplement projects at selected locations.

Through family budget studies, it has been

well substantiated that housing costs rise less

than in proportion to the number of persons

in the family at comparable "levels of living."

This condition also underlies the definition of

development cost limits in Rent Supplement

projects. Costs may not normally be so high as

to raise economic rents above $105 per month

for a one-bedroom apartment or above $140 for

a three-bedroom unit. On the average, the former

is usually occupied by two persons and the latter

by five persons.1 Hence, when the number of

persons in the unit rises by 150 percent, eco-

nomic rents increase by only 33 percent to pro-

vide adequate living space for the larger family.

Roughly the same relations appear from fam-

ily budget studies attempting to define the ex-

penditures necessary to support a minimum ade-

quate standard of living. As shown in Table 1,

doubling the number of persons in a family

with only one adult will increase rental costs

Interprogram differences in the income ranges
served have been discussed hitherto only for an
average size family occupying a one- or two-bedroom apartment. How policies established for
federally assisted housing projects differentially
affect families according to their size will be considered next. In the process we also will obtain
an empirical comparison of the income distributions of tenants in the Public Housing and Rent
Supplement projects at selected locations.
Through family budget studies, it has been
well substantiated that housing costs rise less
than in proportion to the number of persons
in the family at comparable "levels of living."
This condition also underlies the definition of
development cost limits in Rent Supplement
projects. Costs may not normally be so high as
to raise economic rents above $105 per month
for a one-bedroom apartment or above $140 for
a three-bedroom unit. On the average, the former
is usually occupied by two persons and the latter
by five persons. 1 Hence, when the number of
persons in the unit rises by 150 percent, economic rents increase by only 33 percent to provide adequate living space for the larger family.
Roughly the same relations appear from family budget studies attempting to define the ex-

penditures necessary to support a minimum adequate standard of living. As shown in Table 1,
doubling the number of persons in a family
with only one adult will increase rental costs
by approximately 25 percent. In fact, since food
and clothing expenditures, adjusted for differences in the age and sex of dependents, vary
much more nearly in proportion to the number
of persons in the family, the greater efficiency
in the use and equipping of rental space achieved
by large families is the main reason why minimum adequate budgets rise less than in proportion to the size of the family.
Income limits for admission to Public Housing, and hence rent supplement projects,2 are
set without regard to these basic relationships.
Instead, as the statutory definition of the rent
supplement payment as a residual after 25 percent of tenant income makes clear, rents are set
at a constant percentage of income and/or income limits are defined in such a way that families pay approximately equal percentages of income towards rent no matter what size unit they
occupy.3 Large families, who would normally pay
a lower percentage of their "minimum adequate"
income for rent, are discriminated against if their
income has to be compressed to the point where

by approximately 25 percent. In fact, since food

and clothing expenditures, adjusted for differ-

TABLE 1.

Rent-Income Ratios for "Minimum Adequate" Budgets by Size of Family with Female Head*

ences in the age and sex of dependents, vary

much more nearly in proportion to the number

of persons in the family, the greater efficiency

No. of Persons
in Unit
Column:

in the use and equipping of rental space achieved

by large families is the main reason why mini-

mum adequate budgets rise less than in propor-

tion to the size of the family.

Income limits for admission to Public Hous-

ing, and hence rent supplement projects,2 are

set without regard to these basic relationships.

1 (1 adult+)
2 (1 child)
3 (2 child.)
4 (3 child.)

5
6
7
8

(4
(5
(6
(7

child.)
child.)
child.)
child.)

No. of Bedrms Average Actual
in Unit
Rental Costs

1
1
1-2
2
2-3
3
3-4
4
4-5

2
$ 806
946
1,095
1,111
1,113
1,184
1,189
1,194

Min. Adequate
Income (V)

3

$2,030
2,954
3,909
4,634
5,289
5,977
6,707
7,440

Rent;
Income
2/3

Family living in New Construction
Economic Rent
Y
Rent/Income
4
5
4/5

39.7%
32.0%
28.0%
24.0%
21.0%
19.8%
17.7%
16.0%

$1,260
1,350
1,440
1,560
1,680
1,800
1,920
2,000

$2,484
3,358
4,254
5,083
5,856
6,593
7,433
8,243

50.7%
40.2%
33.9%
30.7%
28.7%
27.3%
25.8%
24.3%

Instead, as the statutory definition of the rent

supplement payment as a residual after 25 per-

cent of tenant income makes clear, rents are set

at a constant percentage of income and/or in-

come limits are defined in such a way that fam-

ilies pay approximately equal percentages of in-

come towards rent no matter what size unit they

occupy.3 Large families, who would normally pay

a lower percentage of their "minimum adequate"

income for rent, are discriminated against if their

income has to be compressed to the point where

*The estimate, though originally derived for New Vork in 1963
in terms of October 1962 prices, Is believed to be roughly
applicable to medium cost cities such as Miami in 1967 or
1968. From 1963 to 1968 the cost Of living has increased by
about 10 percent, but the cost differential between New York
and Miami also amounts to at least 10 percent. In spite of
rent control in New York, housing costs are lower in Miami
for any given year. Cf. U.S. Department of labor, City Worker's
Family Budget for a Moderate Standard of Living, Bulletin No.
1570-1, Autumn 1966, pp. 8, 9, 11 ("intercity differences").
In detail, the estimates were derived as follows: Food and
clothing expenses of $15.25 weekly for a female family head

TABLE 1. Rent-Income Ratios for "Minimum Adequate" Budgets by Size of Family with Female Head*

No. of Persons

in Unit

No. of Bedrms Average Actual

in Unit Rental Costs

Min. Adequate

Income (Y)

Column:

1

-Brookings Institution Economic Policy Fellow in the
Department of Housing and Urban Development, 1967·
1968. Assistant Professor of Economics, Cornell University.
I. Whether this implies that by some accepted standard
of adequacy, crowding must increase with the size of the
family admitted to federally assisted housing will not be
considered.

between 35 and 54 years of age and not looking for work
were added to the expenses of $12.00 per child of average
age 6-11. In the source followed, total housing expenses are
itemized by the number of persons in the family. The result·
ing sum was inflated by the factor 1.03 to take into account
other incidental expense items. The "minimum adequate"
income thus was obtained to which rental costs including
utilities but excluding house fUrnishings, household supplies.
and laundry services are related.
Source: Community Council of Greater New York, A Family
Budget Standard, New York, 1963, pp. 62-6. "Minimum adeQuate income" is defined on pp. 1·3.
Economic rent for families in new construction was determined by using the dwelling unit cost limits for rent supplement project in other than high cost areas. Adding the
difference between columns 4 and 2 to column 3, we obtain
the "minimum adeQuate" income for unsubsidized families
constrained to live in newly constructed buildings of modest
design (column 5).

2

3

2/3

4

5

4/5
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FIGURE 1. The Discrepancy Between Welfare and
Government Housing Standards of Income For Families of Different Size
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FIGURE 1. The Discrepancy Between Welfare and

Government Housing Standards of Income For Fam-

4.000

(1) Income affording "minimum adequate" stand-
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ilies of Different Size

(1) Income affording "minimum adequate" stand-

ard of living in New York, 1963, or in Miami,

ard of living in New York, 1963, or in Miami,
1967-68.·

2,000
1,000

1967-68.*

0

(2) Income equals four times the actual average

rent required for a minimum standard of liv-

ing. (The rent-income ratio for families living

in rent supplement projects is 25 percent,

provided their income is at least four times

30 percent of the economic rent for the unit.)

(3) Income limits for admission to Public Hous-

ing, Miami, December 1967.**

(4) Regression line for families occupying Public

Housing and rent supplement projects in

(2) Income equals four times the actual average
rent required for a minimum standard of living. (The rent-income ratio for families living
in rent supplement projects is 25 percent,
provided their income is at least four times
30 percent of the economic rent for the unit.)

Florida, 1967-68.***

1 "2 "3 "4 *F '6 7 8

NO. OF PERSONS IN FAMILY WITH FEMALE HEAD

*Source: Table 1, column 3. The structure of other measures

of welfare by size of family is quite similar though the levels

may differ. See, for instance: U.S. Department of Health, Edu-

(3) Income limits for admission to Public Housing, Miami, December 1967.··

cation, and Welfare, Characteristics ot Families Receiving Aid

lor Families with Dependent Children (AFDC), November 1961,

HEW, Bureau of Family Services, April 1963: "Average Monthly

Amount of Requirement per Family by No. of Child Recipients,

Cost Standard for Families with One Adult Recipient." And:

HEW, "Who Was Poor in 1966?" Research and Statistics Note

No. 23, December 6, 1967.

(4) Regression line for families occupying Public
Housing and rent supplement projects in
Florida, 1967-68.···

(3)

.-~~~====(2)

5,000

1

2

3

4

5

6

7

NO. OF PERSONS IN FAMILY WITH FEMALE HEAD

* Source: Table 1, column 3. The structure of other measures
of welfare by size of family is quite similar though the levels
may differ. See, for instance: U.S. Department of Health, Education, and Welfare, Characterl.tlc. 01 Famllle. Rece/lling Aid
lor Famllle. with Dependent Children (AFOC), November 1961,
HEW, Bureau of Family Services, April 1963: "Average Monthly
Amount of Requirement per Family by No. of Child Recipients,
Cost Standard for Families with One Adult Recipient." And:
HEW, "Who Was Poor in 19667" Research and Statl.tlc. Not.
No. 23, December 6, 1967.
AccordinJ to the first source, the income requirement In
Florida rises from $1,244 to $41021 as the number of children
increases from 1 to 7, and In the second publication the
equivalent rise is from $1,625 to $5,310 for the U.S. as a whole.
** Admission limits for 1 to 8 persons per family are $3,600,
$4,200, $4,400, $4,5001 $4,700, $4,800, $4,900L and $5,000. Income limits for continued occupancy are 2:) percent higher
in each case. In Miami, the income of minors rel\llarly attendinJ school, employees' social security contributions, and certam types of unavoidable (illness) or meritorious (education,
child care for workinl mothers) expenditures are deducted
from total family income before It is compared with the
established limits.
*** The equation is standardized for the Income level of Miami
by settinl the dummy variable, XMiami, equal to zero.

According to the first source, the income requirement in

Florida rises from $1,244 to $4,021 as the number of children

increases from 1 to 7, and in the second publication the

equivalent rise is from $1,625 to $5,310 for the U.S. as a whole.

"Admission limits for 1 to 8 persons per family are $3,600,

$4,200, $4,400, $4,500, $4,700, $4,800, $4,900, and $5,000. In-

come limits for continued occupancy are 25 percent higher

in each case. In Miami, the income of minors regularly attend-

ing school, employees' social security contributions, and cer-

tain types of unavoidable (illness) or meritorious (education,

child care for working mothers) expenditures are deducted

from total family income before it is compared with the

rental expenditures amount to the same percentage of income as that imposed on smaller families. Accordingly, the larger the family seeking
admission to RS or PH projects, the poorer (and
the more unpopular with private project planners) it is required to be.· These relations are illustrated in Figure I where curves (2) and (3) are

established limits.

***The equation is standardized for the income level of Miami

by setting the dummy variable, XMiami, equal to zero.

rental expenditures amount to the same percent-

age of income as that imposed on smaller fam-

ilies. Accordingly, the larger the family seeking

2. However, an important difference is that total family
income is used to determine eligibility under the RS
program, while various deductions may be allowed before
the same limits are applied to PH tenants.

admission to RS or PH projects, the poorer (and

the more unpopular with private project plan-

ners) it is required to be.4 These relations are il-

lustrated in Figure 1 where curves (2) and (3) are

2. However, an important difference is that total family

income is used to determine eligibility under the RS

program, while various deductions may be allowed before

the same limits are applied to PH tenants.

3. Although a mandatory 20 percent rent-income ratio

was stricken from the U.S. Housing Act in 1959, in practice

it still is employed to determine the income at which

blue-collar families in low-wage occupations can afford

3. Although a mandatory 20 percent rent-income ratio
was stricken from the U.S. Housing Act in 1959, in practice
it still is employed to determine the income at which
blue-collar families in low-wage occupations can afford
private market rentals for standard housing. Public Housing tenants may be charged no more than 80 percent of
these rentals though the actual charge is generally lower.
Hence. PH income limits will approximate four times the
minimum annual private rentals in the community (d.
curves (2) and (3) in Figure 1).

private market rentals for standard housing. Public Hous-

ing tenants may be charged no more than 80 percent of

these rentals though the actual charge is generally lower.

Hence, PH income limits will approximate four times the

4. Construction costs and economic rents rise less than in
proportion to minimum adequate income as the size of the
family and the dwelling space required increase. If rents

in federally assisted projects, therefore, are expressly or
implicitly set as a constant percentage of income or vice
versa, small families and the elderly will be favored over
large families.
First consider the case where income limits are implicitly
defined as a common multiple of economic rent per unit.
As the size of the family grows, these limits will then increasingly fall short of the need standard of income set by
the minimum budget if a fixed part or all of economic
rent for acceptable dwelling space is to amount to a constant percentage of income.

If rental payments, however, are related to the income
of the occupant rather than to the approximate cost of
the dwelling unit occupied, as under the rent supplement
and other proposed programs, then even with income
limits which correspond to the need standard by size of
family, large families will still be at a disadvantage. Compared to the price of private housing alternatives, they will
have to pay relatively more than small families if a uniform percentage of income is levied for rent.
Hence, in the first case, larger families are discriminated
against because only the poorest of them qualify for admission; in the second case, where admission limits are
neutral with respect to need, they are disadvantaged by
the rent-computation formula. The first instance represents
discriminatory rationing and the second is a case of price
discrimination.

minimum annual private rentals in the community (cf.

curves (2) and (3) in Figure 1).

4. Construction costs and economic rents rise less than in

proportion to minimum adequate income as the size of the

family and the dwelling space required increase. If rents

in federally assisted projects, therefore, are expressly or

implicitly set as a constant percentage of income or vice
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set against the "poverty line" (1) which rises much

more steeply with the size of the family unit than

the corresponding income limits for admission.

Local housing authorities may optionally au-

thorize fixed exemptions per minor, as well as the

deduction of certain expenses of rearing and

educating children and of all or part of the in-

come earned by minors. The income remaining

after these deductions then is compared to the

established limits governing eligibility for ad-

mission or continued occupancy. In addition, oc-

cupants of rent supplement projects are charged

the higher of 30 percent of economic rent or 25

percent of total family income, generally without

deductions.5 As already shown, construction costs

and, hence, economic rents rise less than in pro-

portion to the size of the family housed at com-

5. Although gross income is used to determine eligibility

set against the "poverty line" (1) which rises much
more steeply .with the size of the family unit than
the corresponding income limits for admission.
Local housing authorities may optionally authorize fixed exemptions per minor, as well as the
deduction of certain expenses of rearing and
educating children and of all or part of the income earned by minors. The income remaining
after these deductions then is compared to the
established limits governing eligibility for admission or continued occupancy. In addition, occupants of rent supplement projects are charged
the higher of 30 percent of economic rent or 25
percent of total family income, generally without
deductions. I> As already shown, construction costs
and, hence, economic rents rise less than in proportion to the size of the family housed at com-

parable levels of adequacy. For these reasons, we
cannot be content with establishing discrimination against large families a priori by pointing to
admission limits or rent paying formulas which
appear to make no allowance for the fact that
larger families generally spend a smaller proportion of their minimum adequate income for rent.
To obtain empirical evidence, a small sample
study was conducted among certain PH and RS
projects in Florida, which HUD has grouped into
pairs. The total income characteristics of families
occupying different size units in these projects
are presented in Table 2. While precise conclusions must await the regression analysis subsequently presented, the slow rise of the average
total family income with the number of bedrooms in the unit already conveys the impression
that income by size of families actually occupying
PH and RS units rises not much faster than the
admission limits, though larger families may
press a little closer against their respective limit
ra ther than smaller ones. This would prove again
that the larger families accommodated in the
projects are poorer relative to what it takes to
su pport a minimum standard of living.
Larger families also must be expected to be
more uniformly poor because the scatter of admissible incomes is depressed more severely. The
findings reported in Table 2 are consistent with

for rent supplements, tip to $300 of the income of a minor,

continuing costs of disability or illness, and child care ex-

penses if necessary to the employment of the wage earner

may be deducted from gross income in determining the

amount of the rent supplement. The very poorest families,

who pay the minimum 30 percent of economic rent, of

course, obtain no benefit from the deductions. Minimum

rents or subsidy limits are in effect for all Federal Housing

programs and only families paying more than the respec-

tive minimum can benefit from deductions for rent com-

putation purposes.

parable levels of adequacy. For these reasons, we

cannot be content with establishing discrimina-

tion against large families a priori by pointing to

5. Although gross income is used to determine eligibility
for rent supplements, up to $300 of the income of a minor,
continuing costs of disability or illness, and child care expenses if necessary to the employment of the wage earner
may be deducted from gross income in detennining the
amount of the rent supplement. The very poorest families,
who pay the minimum 30 percent of economic rent, of
course, obtain no benefit from the deductions. Minimum
rents or subsidy limits are in effect for all Federal Housing
programs and only families paying more than the respective minimum can benefit from deductions for rent computation purposes.

admission limits or rent paying formulas which

appear to make no allowance for the fact that

larger families generally spend a smaller propor-

tion of their minimum adequate income for rent.

To obtain empirical evidence, a small sample

TABLE 2. The Mean and Coefficient of Variation of the Income of Families* Occupying Units with a Specified
Number of Bedrooms in Certain Federally Assisted Housing Projects in Florida

study was conducted among certain PH and RS

projects in Florida, which HUD has grouped into

No. of Bedrooms

No. of Units
Occupied

Mean Family Income
For 1967 or 1968**

Standard
Deviation

Coefficient
of Variation

pairs. The total income characteristics of families

Pair I

occupying different size units in these projects

are presented in Table 2. While precise conclu-

sions must await the regression analysis subse-

quently presented, the slow rise of the average

(1) Rent Supplement Project: Oak Park Apts., lake City, Fla.

2
3

24
35

$2,178
$2,321

$ 661

1,673
1,972
2,473
$2,721

398
1,056
912
190

$ 837

38.4%
28.5%

total family income with the number of bed-

(2) Public Housing: Fla. 15-18, Jasper, Fla.
rooms in the unit already conveys the impression

that income by size of families actually occupying

PH and RS units rises not much faster than the

admission limits, though larger families may

1
2

3
4

5
8

10

4

1

1

press a little closer against their respective limit

projects are poorer relative to what it takes to

support a minimum standard of living.

(3) Rent Supplement Project: Washington Heights, Jacksonville, Fla.
2
20
$2,275
3
35
$2,629

Larger families also must be expected to be

more uniformly poor because the scatter of ad-

missible incomes is depressed more severely. The

findings reported in Table 2 are consistent with

TABLE 2. The Mean and Coefficient of Variation of the Income of Families* Occupying Units with a Specified

Number of Bedrooms in Certain Federally Assisted Housing Projects in Florida

No. of Bedrooms

No. of Units

Occupied

Mean Family Income

(4) Public Housilli: Fla. 5-16, Miami, Fla.
1
18
2
41
3
41
4
66
5
21

2,559
2,892
3,159
3,794
3,948

Deviation

Coefficient

of Variation

(1) Rent Supplement Project: Oak Park Apts., Lake City,

~ 551
601

I

963
941

1,077
1,092
1,261

1

24.2%
22.9%
36.8%
33.3%
34.1 %
28.8%
31.9%

* Elderly families were excluded.
**The total monthly family income established between March 1967 and March 1968 was multiplied by 12 to obtain an estimate

of the prospective annual total income.

"·The coefficient of variation must be regarded as unreliable if it is based on less than 10 observations.

For 1967 or 1968**

Standard

7.0%***

Pair II

rather than smaller ones. This would prove again

that the larger families accommodated in the

23.8% ***
53.5% ***
36.9%
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this hypothesis since the coefficient of variation,

or the ratio of standard deviation to the mean

of income, generally falls as the number of bed-

rooms in the unit increases. To the extent that

economic mix Â° occurs within a project, it will

be between the extremely poor large families

and not always quite so poor small families,

rather than within the group of large families.

This is equally true for PH and RS projects

except that, at least in this comparison, RS hous-

ing tends to provide for relatively fewer large

units.

As already indicated, HUD recently has pre-

pared an estimate of the Federal subsidy costs of

operating projects with given development costs

and occupancy under different federal program

titles. The analysis was conducted on the basis

of pairings of rent supplement and Public

Housing projects which were matched as closely

as possible by time, type, and place of construc-

tion. Each project was then cross-priced for both

the program under which it actually is operated

and its alternative. We are not interested here in

investigating differences in the subsidy per bed-

room unit occupied by families of the same size

and income or in pointing out the horizontal

inequalities which they entail. However, we will

utilize the cases selected by HUD 7 to determine

whether there are significant differences in the

6. The economic mix of a project is defined as the degree

to which the tenant's standard of living varies. Given the

this hypothesis since the coefficient of variation,
or the ratio of standard deviation to the mean
of income, generally falls as the number of bedrooms in the unit increases. To the extent that
economic mix 0 occurs within a project, it will
be between the extremely poor large families
and not always quite so poor small families,
rather than within the group of large families.
This is equally true for PH and RS projects
except that, at least in this comparison, RS housing tends to provide for relatively fewer large
units.
As already indicated, HUD recently has prepared an estimate of the Federal subsidy costs of
operating projects with given development costs
and occupancy under different federal program
titles. The analysis was conducted on the basis
of pairings of rent supplement and Public
Housing projects which were matched as closely
as possible by time, type, and place of construction. Each project was then cross-priced for both
the program under which it actually is operated
and its alternative. We are not interested here in
investigating differences in the subsidy per bedroom unit occupied by families of the same size
and income or in pointing out the horizontal
inequalities which they entail. However, we will
utilize the cases selected by HUD 7 to determine
whether there are significant differences in the

approximate size and ideally age and sex composition of

the family, the coefficient of variation of the income of

comparable families is a suitable measure of intraclass

mix. Apart from the scatter of incomes, the mix of fam-

ilies by age, education, occupation, marital status, race, and

size may be significant and sometimes policy-relevant ele-

ments of the experience of living in government assisted

projects.

7. In testimony by Secretary Weaver delivered May 23,

1968, before the Independent Offices Subcommittee of the

Senate Committee on Appropriations, three pairs actually

were discussed. However, the pair RS Vicksburg, Miss., and

PH Texarkana, Ark., was clearly ill-matched from the

point of view of geographical comparability, size, and

method of construction. The Vicksburg project is built by

the "piggy-back" method involving the stacking of pre-

fabricated units and its "economic" rents are calculated

for a given length of financing and without regard to its

shorter expected economic life.

In addition, all the units occupied in Vicksburg contain

two bedrooms. Inclusion of the project, therefore, would

add nothing to our investigation of the income structure of

families occupying units of different size.

income of families actually admitted to recently

occupied PH and RS units or whether the pair-

ing or other factors explain some of the devia-

tions.

Dummy variables are used to identify each

project both by the pair to which it belongs

(first pair = 1, second pair = 0) and by the

program under which it is built (RS = 1,

PH = 0). A third dummy is created to distin-

6. The economic mix of a project is defined as the degree
to which the tenant's standard of living varies. Given the
approximate size and ideally age and sex composition of
the family, the coefficient of variation of the income of
comparable families is a suitable measure of intraclass
mix. Apart from the scatter of incomes, the mix of fam·
ilies by age, education, occupalion, marital status, race, and
size may be significant and sometimcs policy-relevant elements of the experience of living in government assisted
projects.
7. In testimony by Secretary Weaver delivered May 23,
1968, before the Independent Offices Subcommittee of the
Senate Committee on Appropriations, three pairs actually
were discussed. However, the pair RS Vicksburg, Miss., and
PH Texarkana, Ark., was clearly ill-matched from the
point of view of geographical comparability, size, and
method of construction. The Vicksburg project is built by
the "piggy-back" method involving the stacking of prefabricated units and its "economic" rents are calculated
for a given length of financing and without regard to its
shorter expected economic life.
In addition. all the units occupied in Vicksburg contain
two bedrooms. Inclusion of the project, therefore, would
add nothing to our investigation of the income structure of
families occupying units of different size.

income of families actually admitted to recently
occupied PH and RS units or whether the pairing or other factors explain some of the deviations.
Dummy variables are used to identify each
project both by the pair to which it belongs
(first pair = I, second pair = 0) and by the
program under which it is built (RS = 1,
PH = 0). A third dummy is created to distinguish the higher-cost big-city location Miami
from projects located in smaller cities in Florida
(location outside Miami = 1, Miami = 0). OUT
dummy variable names are PAIR, PROGRAM,
and XMIAMI. Beyond this, the total income
of families in federally assisted housing is related again to family size or the number of
bedrooms (BEDRMS) in the unit. The estimating
equation is therefore:
INCOME = ao
al XMIAMI
a2 BEDRMS
a3 PAIR
a4 PROGRAM, or
INCOME = 2,154.37 - 661.63 XMIAMI
(in dollars)
(259.40)
379.23 BEDRMS - 220.65 PAIR
(52.51)
(173.17)
7.39 PROGRAM,
(214.73)
r = .5640, r 2 (adj.) = .3118, F-value = 37.66,
n-k = 324.
As can be seen by comparing the standard
errors (in brackets) with the corresponding regression coefficients, the last two variables are
completely insignificant. Hence, neither the pairing nor the distinction by program aid in explaining differences in income between families
of similar size. In particular, there is no significant difference between the income of the
studied comparable families admitted to the
PH and RS projects. On the other hand, the
distinction between the project located in Miami
and other projects is significant at the 5 percent
level with family income almost $700 (later $800)
higher in Miami. If we therefore omit the insignificant variables PAIR and PROGRAM in a
subsequent run, the regression equation becomes: 8

+

+
+

(location outside Miami = 1, Miami = 0). Our

dummy variable names are PAIR, PROGRAM,

and XMIAMI. Beyond this, the total income

of families in federally assisted housing is re-

lated again to family size or the number of

Fede)"plly Assisted R en tal Housing

+

+

INCOME = 2,148.24 - 789.12 XMIAMI
(in dollars)
(107.39)

+

8. Note that the squared coefficient of correlation (rl)
adjusted for degrees of freedom (n-k) remains unchanged
when the last two variables are omitted, while the F-value
doubles. Hence, the variables PAIR and PROGRAM are
not only insignificant but actually reducc the explanatory
power of the equation.

guish the higher-cost big-city location Miami

from projects located in smaller cities in Florida

+

110

Original from
UNIVERSITY OF MINNESOTA

381.17 BEDRMS, r = .5603, r* (adj.) = .3118,

(52.46)

F-value = 74.36, n-k = 326.

This regression line is plotted for Miami

(XMIAMI = 0) in Figure 1.

The regression coefficient of the variable

BEDRMS shows that the income of tenant fam-

ilies rises by only $381 as one bedroom is added

to the unit or about two dependents to the

family. It is obvious that if we start with little

more than a minimum adequate standard of

living for one- or two-person families with female

heads (cf. curves (1) and (4) in Figure 1), the

income of families living in PH and RS projects

becomes increasingly inadequate as the number

of dependents increases. The cost added to the

minimum budget by two minors is around $1,500

or about four times as much as the actual income

gain of the families under consideration.9

Legislation recently considered for an assisted

rental housing program financed at 1 percent

interest would allow a $300 deduction per minor

or $600 per two.10 Income limits otherwise would

be tied to those established under the 3 percent

9. At first glance, the record of families reexamined for

continued occupancy in Public Housing is much better

881.17 BEDRMS, r = .5608, r2 (adj.) = .8118,
(52.46)
F-value = 74.86, n-k = 826.
This regression line is plotted for Miami
(XMIAMI = 0) in Figure I.
The regression coefficient of the variable
BEDRMS shows that the income of tenant families rises by only $:i81 as one bedroom is added
to the unit or about two dependents to the
family. It is obvious that if we start with little
more than a minimum adequate standard of
living for one- or two·person families with female
heads (d. curves (1) and (4) in Figure I), the
income of families living in PH and RS projects
becomes increasingly inadequate as the number
of dependents increases. The cost added to the
minimum budget by two minors is around $1,500
or about four times as much as the actual income
gain of the families under consideration. 9
Legislation recently considered for an assisted
rental housing program financed at I percent
interest would allow a $300 deduction per minor
or $600 per two. to Income limits otherwise would
be tied to those established under the :i percent

than for the newly occupied projects previously considered.

Here total income appears to rise more nearly in propor-

tion to the minimum budget as family size increases.

Total annual income for all (elderly) families reexamined

in 1966 rose from $1,19.'. (Sl.170) for one person to S2.122

($1,973) for two, $3,025 ($2,542) for three to four, and

$3,829 ($3,256) for five or more persons in the family.

However, not only is the median an inefficient measure of

income relations compared to regression analysis, but com-

position effects may also make off-hand conclusions derived

from aggregates fallacious. Difference in racial mix and the

average size of families between low-cost and high-cost

areas, for instance, may give the appearance of adequate

scaling of income with the needs of larger families in the

aggregate, while in local housing markets no sufficient

gradation may exist. Although a few Local Housing Au-

thorities have taken advantage of the statutory provision

allowing them to raise admission limits for the elderly up

to 25 percent (thereby eliminating the 20 percent mini-

mum gap which must exist between PH and private rentals

for standard housing in "substantial supply"), the income

of eldely PH tenants is not generally higher than that of

all other families as is shown above.

SOURCE: U.S. Department of Housing and Urban De-

ielopment, Public Housing Administration, Program

Planning Division, Statistics Branch, Computer Tabulation

USHA Program Annual, 225.1, Table 5.

10. See Section 236, Title II, of the National Housing Act,

proposed by Section 201 of the Housing and Urban De-

velopment Act of 1968 (S. 3497) introduced in the 90th

Congress, May 15, 1968.

BMIR program authorized under 221(d)(3),

where they are expressed in terms of total in-

come n but scaled by family size. With the deduc-

tions, the discrimination against large families

will be lessened. In Miami, for instance, the

BMIR occupancy limits as of April 1967 were

$4,750 or $5,750 for one or two persons living

9. At first glance, the record of families reexamined for
continued occupancy in Public Housing is much better
than for the newly occupied projects previously considered.
Here total income appears to rise more nearly in propor·
tion to the minimum budget as family size increases.
Total annual income for all (elderly) families reexamined
in 1966 rose from $1,195 (51,170) for one person to S2,122
($1,973) for two, $3,025 ($2,542) for three to (our, and
$3,829 ($g,256) for five or more persons in the family.
However, not only is the median an inefficient measure of
income relations compared to regression analysis, but com·
position effects may also make off-hand conclusions derived
from aJgregates fallacious. Difference in racial mix and the
average size of families between low-cost and high-cost
areas, for instance, may give the appearance of adequate
scaling of income with the needs of larger families in the
aggregate, while in local housing markets no sufficient
gradation may exist. Although a few Local Housing Authorities have taken advantage of the statutory provision
allowing them to raise admission limits for the elderly up
to 25 percent (thereby eliminating the 20 percent minimum gap which must exist between PH and private rentals
for standard housing in "substantial supply"), the income
of eldely PH tenants is not generally higher than that of
all other families as is shown above.
SOURCE: U.S. Department of Housing and Urban Development, Public HOllsing Administration, Program
Planning Division, Statistics Branch, Computer Tabulation
USHA Program Annual, 225.1, Table 5.
10. Su Section 236, Title II, of the National Housing Act,
proposed by Section 201 of the Housing and Urban Development Act of 1968 (S. 3497) introduced in the 90th
Congress, May 15, 1968.

BMIR program authorized under 221 (d) (8),
where they are expressed in terms of total income 11 but scaled by family size. With the deductions, the discrimination against large families
will be lessened. In Miami, for instance, the
BMIR occupancy limits as of April 1967 were
$4,750 or $5,750 for one or two persons living
in a one-bedroom apartment, and $6,750 for a
three or four person family living in a twobedroom unit. l2 Assuming that there is only one
adult in the family, the equivalent limits in
terms of total income implied by the Senate
bill would be $8,825, $4,825, $5,825, and $5,625
for one- to four-person families respectively.
Depending on whether we start with a one- or
two-person family, the addition of two dependents, therefore, will amply or almost cover the
$1,500 expected increase in the minimum budget.
While the original BMIR program does not
require a constant percentage of income to be
paid for rent, except on over-income portions,ls
the proposed legislation retrogresses in this respect by requiring that a uniform 25 percent of
(adjusted) income be paid toward rent. Since
in the private market families realize economies
in rental payments as their size grows, this means
that even if income limits rise in proportion to
the minimum budget, large families will benefit
proportionately less when a uniform rent-income
ratio is imposed.
Given that the PH and RH units currently
available are occupied fully, the wretchedness of
large families and the favoritism towards smaller
and elderly families which this implies, can not
be remedied immediately, of course, by raising
the PH income limits for large families. Indeed,
in the short run such action may lead to a gradual displacement of the poorest by the less poor.
11. Only the income earned by minors is generally omitted. See HUD, FHA, Multi-Family Letter, MF-95 , Janu10, 1967.
12. The BMIR income limit for a three- to four-person
family is based on the lower of (1) supporting income
derived from building costs or (2) median family income.
Income limits for families of different size are obtained
by multiplying the income limit for families of three- and
four-persons by a factor of .70 for a one-person household,
.85 for a two-person family, 1.15 for families of five and
six persons, and by 1.30 for families composed of more
than six persons.
I g. Until a change of directives was issued in early 1968,
tenants whose income had risen above the occupancy limits
after the date of admission were allowed to stay if they
were willing to pay an added rental charge of 25 percent
of the excess income.

in a one-bedroom apartment, and $6,750 for a

three or four person family living in a two-

bedroom unit.12 Assuming that there is only one

adult in the family, the equivalent limits in

terms of total income implied by the Senate

bill would be $3,325, $4,325, $5,325, and $5,625
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However, incentives to increase the aggregate

supply of units available to large families 14 can

only be generated by significantly raising their

income ceilings.

Private sponsors, whose initiative will be relied

upon increasingly in the new program, thus may

be persuaded to regard large families as no longer

the deadweight threatening the viability of a

project. Indeed, they eventually may find it pos-

sible to provide the same economic mix for large

families as to some extent is now already achieved

for small families for whom income limits in

relation to the minimum cost of living are far

more generous. Once income limits correspond

to the need standard in all programs, price dis-

However, incentives to increase the aggregate
supply of units available to large families 14 can
only be generated by significantly raising their
income ceilings.
Private sponsors, whose initiative will be relied
upon increasingly in the new program, thus may
be persuaded to regard large families as no longer
the deadweight threatening the viability of a
project. Indeed, they eventually may find it possible to provide the same economic mix for large
families as to some extent is now already achieved
for small families for whom income limits in
relation to the minimum cost of living are far
more generous. Once income limits correspond
to the need standard in all programs, price discrimination against large families should be re-

duced by scaling rent-income ratios down as
family size increases.

14. The percentage of families living in poverty rises with
their size. While, for instance, only 9.3 percent of all families with one child were classified as poor in 1966, 42.1
percent of those with six or more children were regarded
as poor. The comparable percentages for white (nonwhite)
households are 7.5 percent (24.8 percent) and 31.7 percent
(65.4 percent).
Cf. U.S. Department of Health, Education and Welfare.
"Who Was Poor in 1966?" Research and Statistics Note
No. 2J, December 6, 1967, Table 4.
Hence. it is by no means sufficient for Federal housing
programs to serve families of different size in proportion
to their numbers, and Public Housing, in fact, has achieved
a much better record.

crimination against large families should be re-

duced by scaling rent-income ratios down as

family size increases.

14. The percentage of families living in poverty rises with

their size. While, for instance, only 9.3 percent of all fam-

ilies with one child were classified as poor in 1966, 42.1

percent of those with six or more children were regarded

as poor. The comparable percentages for white (nonwhite)

households are 7.5 percent (24.8 percent) and 31.7 percent

(65.4 percent).

Cf. U.S. Department of Health, Education and Welfare,

"Who Was Poor in 1966?" Research and Statistics Note

No. 23, December 6, 1967, Table 4.

Hence, it is by no means sufficient for Federal housing

programs to serve families of different size in proportion

to their numbers, and Public Housing, in fact, has achieved

a much better record.
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I. Abstract

In the last decade, the reluctance of mortgage

lenders to make low-downpayment loans to mod-

erate income families has been largely overcome

with the aid of FHA- and VA-home mortgage

insurance. Even an insurance program that is

required to be "actuarially sound" or fully pre-

mium financed will extend opportunities for

homeownership to some marginal groups which

would otherwise not be loan-worthy, because it

can realize economies of scale in risk-bearing.

Significant inroads into the lowest third of

families in the income scale for whom home-

ownership is not feasible under any market-type

program unless they have sufficient previously

accumulated or inherited net worth, can how-

ever, be made only through the provision of

subsidies. By allowing deduction of mortgage

interest and property taxes from taxable income,

the Federal government already favors owners

over renters, particularly in the higher tax brack-

ets. More direct measures are needed if families

with annual incomes of less than $6,000 are to

be aided effectively.

Interest subsidies and the authorization of

longer term financing can substantially reduce

total out-of-pocket housing expenses (THE).

This can be illustrated by considering an older

house valued at slightly less than $10,000 which

is assumed to merit conventional financing at

6 percent interest for no more than 20 years.

Lengthening terms to 30 years would then re-

duce THE by 11 percent, and cutting the interest

rate thereafter from 6 percent to 3 percent or

even 0 percent would reduce the total housing

expenses by another 17 or 31 percent, as shown

in the Table below. Obviously, when maturities

are extended while interest rates are held con-

stant, the interest component weighs more heavi-

ly in the mortgage repayment charges which are

levied in constant monthly installments over the

life of the mortgage. As a result, when terms are

lengthened from 20 to 30 years, annual amorti-

zation payments fall by only 16 percent rather

than the 33 percent expected on the principal

alone. This can be seen by comparing lines 1

and 2 of Table I.

Which income groups become eligible for

homeownership if housing expenses are cut in

TABLE 1. Housing Expenses and Expense Components

in Percent of THE at 20 Year 6 Percent Debt-Financing*

Type of

Mortgage

Operating

Expenses

Principal Interest

Total

Housing

Expenses

20 Yr. Term, 6%

31

40

29

100

I. Ab8tract

TABLE 1. Housing Expenses and Expense Components
in Percent of THE at 20 Year 6 Percent Debt-Financing-

In the last decade, the reluctance of mortgage
lenders to make low-downpayment loans to moderate income families has been largely overcome
with the aid of FHA- and VA-home mortgage
insurance. Even an insurance program that is
required to be "actuarially sound" or fully premium financed will extend opportunities for
homeownershi p to some marginal groups which
would otherwise not be loan-worthy, because it
can realize economies of scale in risk-bearing.
Significant inroads into the lowest third of
families in the income scale for whom homeownership is not feasible under any market-type
program unless they have sufficient previously
accumulated or inherited net worth, can however, be made only through the provision of
subsidies. By allowing deduction of mortgage
interest and property taxes from taxable income,
the Federal government already favors owners
over renters, particularly in the higher tax brackets. More direct measures are needed if families
with annual incomes of less than $6,000 are to
be aided effectively.
Interest subsidies and the authorization of
longer term financing can substantially reduce
total out-of-pocket housing expenses (THE).
This can be illustrated by considering an older
house valued at slightly less than $10,000 which
is assumed to merit conventional financing at
6 percent interest for no more than 20 years.
Lengthening terms to 30 years would then reduce THE by 11 percent, and cutting the interest
rate thereafter from 6 percent to 3 percent or
even 0 percent would reduce the total housing
expenses by another 17 or 31 percent, as shown
in the Table below. Obviously, when maturities
are extended while interest rates are held constant, the interest component weighs more heavily in the mortgage repayment charges which are
levied in constant monthly installments over the
life of the mortgage. As a result, when terms are
lengthened from 20 to 30 years, annual amortization payments fall by only 16 percent rather
than the 33 percent expected on the principal
alone. This can be seen by comparing lines 1
and 2 of Table 1.
Which income groups become eligible for
homeownership if housing expenses are cut in

Type of
Mortgage

30 Yr. Term, 6%

30 Yr. Term, 3%

30 Yr. Term, 0%

31

27

31

Subsidized Mortgage Financing

Operating Principal
Expenses

Interest

Total
Housing
Expenses

20 Yr. Term, 6%

31

40

29

100

30 Yr. Term, 3%
30 Yr. Term, 0%

31
31

27
27

14

72

-----------------------30 Yr. Term, 6%
31
27
31
89
58

"Source: Excerpt frO!11 Table 3; 100 percent initial debtfinancing is assumed.

any of the three steps indicated above can best
be gauged by assuming that housing expenses
may not exceed a certain fixed fraction of normal
income. 1 In line with related public and private
guidelines used by mortgage lenders and insurers, this critical rate is here assumed to be 25
percent. The implication is, for example, that
if housing expenses are such that the "typical"
family in an "average" cost location can just
afford to own a home with 6 percent debt-financing when its income is $7,000, then if housing
expenses are cut by 40 percent, an income of
$4,200 would suffice.
Although mean home operating expenses and
home values can be quite reliably related to family income 2 through regression equations based
on Census data and the BLS Survey of Consumer
Expenditw'es, it would be absurd to assume that
the total housing expenses of families in given
income classes are anything but stochastic. By
reference to FHA statistics on insured homes, a
band of variation around mean relations was
therefore established to capture some of the re-

I. Normal income is almost always assumed in the definition of the redistributive impact and purpose of Federal
policies. Just as surely. most empirical studies. including
our own. are based on unadjusted data and thus include
transitory components in measured annual income which
should be excluded. Income normality or the risk of negalive shortfalls or temporary unemployment could. of course.
conceivably be insured. though we will not consider this
pOSSibility. For legislative proposals in the 90th Congress

see S. 1592. Sec. 116 (a) (Senator Percy), or H.R. 12142.
Sec. 501 (Representative Reuss). Both bills suggest insurance programs "designed to protect mortgagors against
foreclosure due 10 curtailment of income resulting from
factors beyond their effeclive control including such faclors as death, disability. illness, and unemployment."
2. After adjusting relations derived from the 1960 Census
01 Housing to 1963. homes owned by families with incomes
of $2,000 are found to be valued at approximately $8,000,
while families with $6,000 ($12.000) in income would own
homes worth about $12.000 ($17,000). Cf. Table 3.A.
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gional and locational diversity of tastes and costs.

In other words, instead of defining an income

line above which all families can own and below

which nobody is regarded as eligible to own, we

can consider how the percentage of families quali-

fying for homeownership in any income class

grows as THE is reduced through subsidies.3

These percentages are plotted in Figure A, first

against the 1963 incomes in terms of which they

were estimated. To aid in the mental transposi-

tion to the present, the equivalent income re-

quirements anticipated for 1968 are also shown

on the scale along the top of Figure A. It is seen

that in 1963 (1968) only 11 percent of all non-

farm families with income of $4,000 ($4,640)

could afford to own homes at 6 percent interest,

even if terms are lengthened to 30 years for those

gional and locational diversity of tastes and costs.
In other words, instead of defining an income
line above which all families can own and below
which nobody is regarded as eligible to own, we
can consider how the percentage of families qualifying for homeownership in any income class
grows as THE is reduced through subsidies. 3
These percentages are plotted in Figure A, first
against the 196~ incomes in terms of which they
were estimated. To aid in the mental transposition to the present, the equivalent income requirements anticipated for 1968 are also shown
on the scale along the top of Figure A. It is seen
that in 1963 (1968) only II percent of all nonfarm families with income of $4,000 ($4,640)
could afford to own homes at 6 percent interest,
even if terms are lengthened to 30 years for those
buying existing houses. Cutting interest rates to

buying existing houses. Cutting interest rates to

3. The equivalent question applied to single families in

given income classes would be how the probability of

their being eligible for homeownership rises as THE is

reduced.

3 percent leaves 90 percent eligible, and reducing

3. The equivalent question applied to single families in
given income classes would be how the probability of
their being eligible for homeownership rises as THE is
reduced.

interest rates to 0 percent enables practically all

3 percent leaves 90 percent eligible, and reducing
interest rates to 0 percent enables practically all
families with income of $4,000 in 1963 or $4,640
in 1968 to acquire homes with 100 percent debtfinancing.
To discover how many families are represented
by the percentage increments in eligibility produced by the subsidies, we need merely to multiply the average gain in each income class by the
number of (nonfarm) families falling into it.'
In order to get at the group most likely to be put
in a position to own homes, we introduce one
slight refinement by multiplying the families in
each class by the percentage of families with net
worth below $1,000 as of the end of 1962. Low4. Out of a total of 44 million nonfarm families in 1963,
9.5 percent had incomes below $2,000, 25.5 percent had
less than $4,000, and 45.6 percent less than $6,000. With·
out subsidies, 33 percent of the lower income families are
ineligible for homeownership on the basis of their income,
but with 11 percent and 0 percent interest on 30 year
mortgage financing. this precentage shrinks to 20 percent
and 12 percent respectively. Cf. Table 4.B.

families with income of $4,000 in 1963 or $4,640

in 1968 to acquire homes with 100 percent debt-

TOTAL ANNUAL FAMILY INCOME IN 1963

financing.

To discover how many families are represented

by the percentage increments in eligibility pro-

100%

o

9,280

100%

duced by the subsidies, we need merely to multi-

ply the average gain in each income class by the

90%

90%

80%

80%

70%

70%

80%

80%

50%

50%

40%

40%

number of (nonfarm) families falling into it.4

In order to get at the group most likely to be put

in a position to own homes, we introduce one

slight refinement by multiplying the families in

each class by the percentage of families with net

worth below $1,000 as of the end of 1962. Low-

4. Out of a total of 44 million nonfarm families in 1963,

9.5 percent had incomes below $2,000, 25.5 percent had

less than $4,000, and 45.6 percent less than $6,000. With-

out subsidies, 33 percent of the lower income families are

ineligible for homeownership on the basis of their income,

but with 3 percent and 0 percent interest on 30 year

mortgage financing, this precentage shrinks to 20 percent

and 12 percent respectively. Cf. Table 4.B.
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8,000
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TOTAL ANNUAL FAMILY INCOME IN 1963

3,480 4,640 5,800 6,960

8,120

TOTAL ANNUAL FAMILY INCOME IN 1963

9,280

T

-Can Not Own

FIGURE A. The Percentage of Families Eligible for Homeownership at Various Income levels When Mortgages
with a Term-to-Maturity of m Years are Made Available at the Interest Rate r
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The Expec ted Lons,run Con tribution of

Different Dellrlles of Homeownershlp Assistance

income families with greater net worth, panicularly the elderly. afe quite likely to ei ther own
homes already or to be able to acqu ire them by
offeri ng substa ntia l down payments. After mu ltiplying in this fashion. we find that the number
or families with income below $8,000 and net
worth of Jess th an $ 1,000 amounted to 23 percent
of all nonfarm families in 1963 (but 48 percent
of the subset of families with head under 35
years of age). We believe that in this group the
"targets," or the margina l families who are most
likely to respond to homeownership assistance,
have to be sought o ut. ~
It is found that in 1963 only 8 percent of all
target fam ilies actually owned homes, although
32 percent were eligible without subsidies by our
expense rate criterion. The "fulfillm ent ratio" or
S. In Section 101 of the propoxd H ousi ng and Urban
Development Act of 1968, income a nd COIIt IimiU for ne:w
homes are: used to de:fine: the: nnge: of families and tnns·
actions qualifying for . ubsidi es. Without dirrctly imposi ng
tuch constni nt.. our ddinit lon of " target" fami lin provides :II si'nilar focu. though we: do not alilume: that Jll b·
sidles are. ext:ept in .pedal ClJCI , limited to n~ oc
substa ntially rehabilitated (OI\Slru ction.

Subsidized Mor gage S.1~anfing

the ratio or actual to qua lified demand is therefore only 25 percent. Let us assume that through
open homes legislat ion, reform of zoning practices, improved metropolitan transport and success£ul attacks on inslabilily of employment, this
proportion can be ra ised to 50 percent withollt
any direct homeownersh ip assistance payments.
If some parli cular combination of subsidies, such
as 30·year fina nCing at 3 percent interest, would
then raise the pe rcentage of families eligible from
32 percent to 48 percent, we might assume that
the subsidies will also eventua lly boost the percentage of target families who actually own
homes by 50 percent , or from 16 to 24 percent.
On this assum ption, the subsidies generate the
impact block! sh o wn in Figure n. Ali the dosage
is increased, more fami lies begin to be able to
afford homes. pa rticularly in the lower income
and low net worth classes where previously very
few 0 1' none were eligible. Apart from the net
worth distribUlion of families in given income
classes, wh ich was last established as of December
31,1 962 for the Board of Governors of FRS, the
classification of nonfarm families in i\'(arm 1964
by their 196!S income enters into our estimates.
Since at least one of these distribu tions defining
the size of the target population cannot be ex·
trapolated rt"adily. the transcription to 1968 in·
comes in Figure B should be regarded as tentati\·e. T he sca le on the Y.axis. however, can be
adj usted readily to suit one's opinions. Reducing
all fi gures by hal£, would , (or instance, return us
to the historical bleakness of 25 percent against
wh ich only a positive po licy for increasing the
locational alter nat ives for lower-income families
wi ll be able to prevail .

n. A !\Iethod (or Deternlining tbe Potential
Impact of Federal Homeownerehip ABlliBlanee
In the past few years several plans have been
offered to improve the feasibility of homeownership for moderate incom e families. Most of these
plans have involved reducing monthly mortgage
repayment charges.' Through FHA and VA
mortgage insurance, the init ial down payment
requ ired had previously been reduced to token
6. Rtf()ftl1$ of the tta ndard. of insurabili ty and housing
cou nllc:ling ~nd refe rral I)'tte:m. for families aetking 10 buy
homes are: al$O c;urretHly beiog inJ(illltro. A (OI\\'mient
summa ry of all rta1\1 Iqhlath'C i ni ti~ti ,·es is provided
by ~b ry K. Nc nno. NA HRO . "The: White: H ouse:. The:
90th COogress: "I he: 1967 Rerord of Actio n on H auling
~nd Urba n Affair .... TIll j 'I IIrnlli ef H e ,ui"g. No. 9. 1967.
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levels. 7 Lengthening mat untIes and lowering
interest rates is now being suggested. s The goal
levels.7 Lengthening maturities and lowering

interest rates is now being suggested.8 The goal

7. Since 1957, 97 percent loan-to-value ratio mortgages

on one-to-four family homes can be insured under Title II,

Section 203 (b) of the National Housing Act. Because

multi-family homes account for only 11 percent of all

mortgaged homes and 3 percent of those with government

insurance, they are omitted in later calculations. The in-

sured mortgage is a stated percentage of the FHA estimate

of value or of acquisition costs (purchase price plus closing

costs), whichever is less. Since 1966, FHA, like VA, can go

up to 100 percent for certified veterans on the first $15,000

of value, though an initial payment of $200 must be made.

The limit of conventional uninsured lending normally

lies at 80 percent of value, though Federal Savings and Loan

Associations may lend up to 90 percent of the first $20,000

of value on completed residences. Under the Federal Re-

serve Act, Section 24, commercial banks may make unin-

sured loans in an amount not to exceed 80 percent of the

appraised value of the real estate offered as security and

for a term not longer than 25 years. The other major

mortgage lending institutions are mutual savings banks

and life insurance companies. The latter usually buy

mortgages initiated and serviced by others who charge a

fee or "scalp" of up to i/2 percent.

For a description of the industry, see the Trade Associa-

tion Monographs prepared for the Commission on Money

and Credit The Savings and Loan Business, and Mutual

Savings Banks: Basic Characteristics and Role in the Na-

tional Economy.

8. In below-market-interest rate (BMIR) rental housing

and single-family home rehabilitation programs such as

7. Since 1957, 97 percent loan-to·value ratio mortgages
on one-to-four family homes can be insured under Title II,
Section 203 (b) of the National Housing Act. Because
multi-family homes account for only II percent of all
mortgaged homes and 3 percent of those with government
insurance, they are omitted in later calculations. The insured mortgage is a stated percentage of the FHA estimate
of value or of acqUisition costs (purchase price plus closing
costs), whichever is less. Since 1966, FHA, like VA, can go
up to 100 percent for certified veterans on the first $15,000
of value, though an initial payment of $200 must be made.
The limit of conventional uninsured lending normally
lies at 80 percent of value, though Federal Savings and Loan
Associations may lend up to 90 percent of the first $20,000
of value on completed residences. Under the Federal Reserve Act, Section 24, commercial banks may make uninsured loans in an amount not to exceed 80 percent of the
appraised value of the real estate offered as security and
for a term not longer than 25 years. The other major
mortgage lending institutions are mutual savings banks
and life insurance companies. The latter usually buy
mortgages initiated and serviced by others who charge a
fee or "'scalp" of up to Y2 percent.
For a description of the industry. see the Trade Association Monographs prepared for the Commission on Money
and Credit The Savings and Loan Business, and Mutual
Savings Banks: Basic Characteristics aPld Role in the National Economy.

those authorized under Sections 221 (d) (3) and 221 (h) of

the National Housing Act, Title II, completed projects are

permanently financed through BMIR mortgages which are

then promptly bought from lending institutions by the

Federal National Mortgage Association under its Special

Assistance functions. Income restrictions on the occupants

or beneficiaries of the interest subsidies assure their pro-

gressive impact. If the rate at which FNMA can borrow

from the public through participation certificates or gov-

ernment bonds (by way of the Treasury) is below the

private mortgage interest rate, annual budget costs are

lower than if the difference between the private market

rate and the subsidy level of 3 percent or less is paid on

behalf of the mortgagor as has been proposed in the Hous-

ing and Urban Development Act of 1968. If mortgagor

credit is priced at cost including normal profits for the

lending institutions, and if these institutions are not con-

sidered inefficient in financing homes or assuming the risk

thereon, no allocative gains per se result from undercut-

ting the mortgage rate level through the interposition of

Federal credit. The current approach of having FNMA

buy up BMIR mortgages under its Special Assistance func-

tions rather than letting the government subsidize the

interest payments due on privately held and conventionally

financed mortgages has been criticized by: Saul B. Klaman,

"Public/Private Approaches to Urban Mortgage and Hous-

ing Problems," Law and Contemporary Problems, Vol. 32,

No. 2, Spring 1967, pp. 262-3.

is to reduce the percentage of housing expenses

in total income to a level which moderate and

lower income families may find acceptable in

view of their other pressing consumption and

8. In below-market-interest rate (BMIR) rental housing
and single-family home rehabilitation programs such as
those authorized under Sections 221 (d) (3) and 221 (h) of
the National Housing Act, Title II, completed projects are
permanently financed through BMIR mortgages which are
then promptly bought from lending institutions by the
Federal National Mortgage Association under its Special
Assistance functions. Income restrictions on the occupants
or beneficiaries of the interest subsidies assure their progressive impact. If the rate at which FN MA can borrow
from the public through participation certificates or government bonds (by way of the Treasury) is below the
private mortgage interest rate. annual budget costs are
lower than if the difference between [he private market
rate and the subsidy level of 3 percent or less is paid on
behalf of the mortgagor as has been proposed in the Housing and Urban Development Act of 1968. If mortgagor
credit is priced at cost including normal profits for the
lending institutions, and if these institutions are not considered inefficient in financing homes or assuming the risk
thereon, no allocative gains per se result from undercutting the mortgage rate level through the interposition of
Federal credit. The current approach of having FNMA
buy up BMIR mortgages under its Special Assistance functions rather than letting the government subsidize the
interest payments due on privately held and conventionally
financed mortgages has been criticized by; Saul B. Klaman,
"'Public/Private Approaches to Urban Mortgage and Housing Problems," Law and COPltemporary Problems, Vol. 32.
No.2. Spring 1967, pp. 262-3.

is to reduce the percentage of housing expenses
in total income to a level which moderate and
lower income families may find acceptable in
view of their other pressing consumption and
asset commitments and the alternative cost of
living in private rental housing.
In this study, homeownership is not considered
feasible if total housing expenses including
amortization absorb more than 25 percent of
before-tax family income. 9 Since the ratio of
before- to after-tax income rises with the level of
income, this assumption implies that the poorer
a family within the group of moderate income
families, the lower the percentage of disposable
income which can be allocated to housing. By the
same token, however, the tax saving from itemizing the deduction of mortgage interest and property taxes rises in relation to total housing expenses as income increases. 10 Since total housing
expenses and home values rise less than in proportion to income, this does not mean that the
tax saving also rises disproportionately with in9. There is no justification for assuming a unique ex·
pense rate limit, except to the extent that use of "soh"
constraints which can be penetrated with decreasing prob·
ability or alternative constraints may quickly make a study
of this sort unreadable. If. however. a single rate is to be
chosen. 25 percent is most appropriate. Not only does this
rate figure in determining rent supplements and the sur·
charges for families with income in excess of the occupancy limits in below-market-interest rate section 221(d)(5)
multi-family housing. but it is also used by home mortgage lenders and insurers. The largest private insurer, the
Mutual Mortgage Company of Milwaukee, for instance.
states explicitly that "'total monthly (housing?) payments
of the borrower on insured loans should generally not
exceed 25 percent of gross income." (See MGIC. if Nationwide Standard of Mortgage Loan Protection, Milwaukee
1967, p. 5.)
Section 102 of the Administration's proposed Housing and
Urban Development Act of 1968 (S.3029) implicitly contains a much higher limit on total housing expenses in
relation to income_ It states that to be eligible for credit
assistance. "the mortgagor cannot undertake a mortgage
which in combination with local real estate taxes. requires
monthly payments which exceed 25 percent of mortgagor'.
income." With 100 percent debt-financing. mortgage pay·
ments and property taxes amount to 70-75 percent of
total housing expenses according to Table 5.
10. According to Table 3 and Appendix A, tax-deductible
cost elements account for over one-third of total housing
expenses. These deductions affect net cost relations be·
tween income size classes of homeowners and between
owners and renters.
Cf. Richard Goode, "'Imputed Rent of Owner-Occupied
Dwellings under the Income Tax," Journal of Finance.
Vol. XV. No.4. December 1960. p. 506.

riginal from

asset commitments and the alternative cost of

living in private rental housing.

In this study, homeownership is not considered

feasible if total housing expenses including

amortization absorb more than 25 percent of

before-tax family income.9 Since the ratio of
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come, except to the extent low-income home-

owners fail to itemize, even if it would be advan-

tageous for them.11 Hence the after-tax equivalent

of the 25 percent gross expense rate constraint,

which is the ratio of net housing expenses to

after-tax income, still declines with income, un-

less the benefits from non-taxation of imputed

rent and of reinvested capital gains on a home

are also considered. As one moves from the tax-

able income ranges down to those levels which

on account of exemptions and the (minimum)

standard deduction are non-taxable, the net ex-

pense ratio falls from around 28 percent to 25

percent, where it becomes equal to the gross

expense ratio.

Families with income below $3,000 who are

living in private rental housing normally pay

more than 25 percent of their income towards

rent,i2 but their economic situation is frequently

unstable and continued occupancy is imperiled

by sometimes unavoidable rent delinquency.

Such families are generally regarded as ineligible

for home mortgage commitments. One may also

consider that the proportion of income that can

be spent on housing declines as low-income fam-

ilies grow larger.13 However, in subsequent calcu-

lations we pay no heed to how changes in the

demographic characteristics of low- and moderate-

income families may affect the feasibility of

homeownership in the future. Assuming popu-

lation composition to remain constant in all

aspects relevant to home demand, we therefore

take 25 percent as the expense rate constraint

which is binding on the average.

Housing expenses, including amortization of

the entirely debt-financed home purchase, depend

on the value of the home, the terms of the mort-

gage, and operating expenses including property

taxes. It is found that both average home operat-

11. Cf. Melvin and Anne White, "Horizontal Inequality

in the Federal Income Tax Treatment of Homeowners

and Tenants," National Tax Journal, Vol. XVIII, No. 3,

September 1965, p. 232.

12. Cf. Table 7.

13. Furthermore, it has been found that "home ownership

come, except to the extent low-income homeowners fail to itemize, even if it would be advantageous for them. l l Hence the after-tax equivalent
of the 25 percent gross expense rate constraint,
which is the ratio of net housing expenses to
after-tax income, still declines with income, un~
less the benefits from non-taxation of imputed
rent and of reinvested capital gains on a home
are also considered. As one moves from the taxable income ranges down to those levels which
on account of exemptions and the (minimum)
standard deduction are non-taxable, the net expense ratio falls from around 28 percent to 25
percent, where it becomes equal to the gross
expense ratio.
Families with income below $3,000 who are
living in private rental housing normally pay
more than 25 percent of their income towards
rentp but their economic situation is frequently
unstable and continued occupancy is imperiled
by sometimes unavoidable rent delinquency.
Such families are generally regarded as ineligible
for home mortgage commitments. One may also
consider that the proportion of income that can
be spent on housing declines as low-income families grow larger. 13 However, in subsequent calculations we pay no heed to how changes in the
demographic characteristics of low- and moderateincome families may affect the feasibility of
homeownership in the future. Assuming population composition to remain constant in all
aspects relevant to home demand, we therefore
take 25 percent as the expense rate constraint
which is binding on the average.
. Housing expenses, including amortization of
the entirely debt-financed home purchase, depend
on the value of the home, the terms of the mortgage, and operating expenses including property
taxes. It is found that both average home operat-

is more frequent among large families with high incomes

and small families with low incomes, but not among

either of the other two combinations." In the aggregate,

the probability of homeownership is however positively

related to family size possibly reflecting the lesser price of

owning relative to renting faced by large families. Cf.

James N. Morgan, "Housing and Ability to Pay," Econo-

II. Cf. Melvin and Anne White. "Horizontal Inequality
in the Federal Income Tax Treatment of Homeowners
and Tenants," National Tax Joumal, Vol. XVIII, No.3.
September 1965. p. 232.

metrica, Vol. 33, No. 2, April 1965, p. SOI.

ing expenses and median homes values can be

12.

Cf. Table 7.

related reliably to the income of their owners.

While interest rates, maturities, and loan-value

ratios are treated as controlled policy parameters,

home values and operating costs, and to this ex-

tent, housing expenses, are allowed to vary with-

in each income class.14 Their distribution is

derived from the experience with FHA-insured

homes.15

Within each narrowly defined income class, the

distribution of expenses implies a distribution of

111. Furthermore. it has been found that "home ownership
is more frequent among large families with high incomes
and small families with low incomes. but not among
either of the other two combinations." In the aggregate.
the probability of homeownership is however positively
related to family size possibly reflecting the lesser price of
owning relative to renting faced by large families. Cf.
James N. Morgan. "Housing and Ability to Pay," Econo·
metrica, Vol. 33, No.2. April 1965. p. 301.

expense rates. Varying interest rates and terms-

to-maturity allows us to determine what percent-

age of families in any of the lower income classes

is made eligible for homeownership under the

25 percent expense rate limit through any of the

Federal subsidies proposed.
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ing expenses and median homes values can be
related reliably to the income of their owners.
While interest rates, maturities, and loan-value
ratios are treated as controlled policy parameters,
home values and operating costs, and to this extent, housing expenses, are allowed to vary within each income class. H Their distribution is
derived from the experience with FHA-insured
homes.l:i
Within each narrowly defined income class, the
distribution of expenses implies a distribution of
expense rates. Varying interest rates and termsto-maturity allows us to detennine what percentage of families in any of the lower income classes
is made eligible for homeownership under the
25 percent expense rate limit through any of the
Federal subsidies proposed.
14. To the extent regional or locational differences in the
value of homes of given age are due to variations in supply
schedules or to such factors as different requirements for
heating, temperature, and humidity control equipment.
rather than to regional differences in taste or other nonincome factors affecting demand. equal values will reflect
quite different physical or qualitative streams of housing
services. If homeownership assistance is oriented not towards the investment value of homes but to the provision
of assets which are judged to render services of a given
level of adequacy in their environment. variations in the
home values bought by each income class have to be
allowed for.
Between income groups, standards of adequacy may be
allowed to rise with the level of income and conform to
the average home values actually bought by different income classes.
It has been found that "throughout the income range •
house values for any income level are highest in the
Northeast and lowest in the South." (L. Jay Atkinson.
"Factors Affecting the Purchase Value of New Homes,"
Survey 0/ Current Business, Vol. 46. No.8. August 1966.
p. 23.)
16. Reflecting in part the greater rate of homebuilding in
these areas. FHA's participation is heaviest in the South
and West. In the Northeast. FHA had insured only 11.8
percent of all mortgaged homes by 1960. but the comparable percentages for North Central. South. and West
were 16.4 percent. 19.9 percent. and 27.1 percent. Since
the West is a high-cost region relative to the South and
even to the national average. concentration of FHA insurance at close to opposite ends may have produced
somewhat greater dispersion of expense rates than would
be found for the universe. Mortgaged homes account for
approximately 56 percent of all homes. except in the West
where over two-thirds of all single-unit homes are mortgaged.
(Cf. U.S. Bureau of the Census. U.S. Censw 0/ Housing:
1960, Vol. V. Residential Finance, Part I. Homeowner
Properties, u.S. Government Printing Office. Washington,
D. C .• 1963, pp. 53. 67. 81, 95.)
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Since all calculations are based on 100 percent

initial mortgage financing, our estimates are par-

ticularly applicable to families with low net

worth. If the opportunity cost of funds invested

in home equities and the required risk premiums

are considered, total annual financing costs have

to be regarded as independent of the loan-value

ratio,16 provided market imperfections or subsi-

dization through government insurance of low-

downpayment mortgages are ruled out.17 On the

other hand, if only out-of-pocket expenses are

taken into account, families with sufficient net

worth may escape the 25 percent expense rate

limitation by increasing the downpayment, there-

by lowering amortization charges.

Indeed, defining eligibility for homeownership

assistance merely with respect to current income

possibly adjusted for the number of dependents

is seriously incomplete. Government assistance

for the acquisition of home equities can hardly

be justified for low-income families who already

have substantial net worth,18 unless the redistrib-

utive purpose of the program is outweighed by

merit wants, external benefits created, or costs

16. This does not prevent mortgagees from acting on

Since all calculations are based on 100 percent
initial mortgage financing, our estimates are particularly applicable to families with low net
worth. If the opportunity cost of funds invested
in home equities and the required risk premiums
are considered, total annual financing costs have
to be regarded as independent of the loan-value
ratio,16 provided market imperfections or subsidization through government insurance of lowdownpayment mortgages are ruled out. 17 On the
other hand, if only out-of-pocket expenses are
taken into account, families with sufficient net
worth may escape the 25 percent expense rate
limitation by increasing the downpayment, thereby lowering amortization charges.
Indeed, defining eligibility for homeownership
assistance merely with respect to current income
possibly adjusted for the number of dependents
is seriously incomplete. Government assistance
for the acquisition of home equities can hardly
be justified for low-income families who already
have substantial net worth,18 unless the redistributive purpose of the program is outweighed by
merit wants, external benefits created, or costs

the assumption that by requiring higher downpayments,

the housing expenses relevant for the income test can be

effectively reduced when the mortgagor raises his stake in

the home.

17. This is an extension of the Modigliani-Miller theorem

from corporate to home financing. However, the specifica-

tion of the model is somewhat different since on the debt

instrument a "sure" and constant rate of return which is

independent of the debt-equity (loan-value) ratio, cannot

be assumed. (See my article, "Risk Shifting Through Debt

Issuance and the Determination of the Optimal Financial

Structure of Corporations," Konjunkturpolitik, No. 4, 1967.)

Even with government insurance, mortgage yields tend to

rise with the loan-value ratio though the variation is ex-

pressed through deepening "points" or discounts when

interest ceilings are effective. Not all losses connected with

defaults are fully reimbursed by the government, and the

probability of default and adverse public relations effects

rises with the loan-value ratio.

18. If the surrender value of life insurance and equities

in annuities and retirement plans are omitted from the net

worth measurement, as in the source subsequently fol-

lowed, such families should be able to acquire homes on

16. This does not prevent mortgagees from acting on
the assumption that by requiring higher downpayments.
the housing expenses relevant for the income test can be
effectively reduced when the mortgagor raises his stake in
the home.
17. This is an extension of the Modigliani- Miller theorem
from corporate to home financing. However. the specification of the model is somewhat different since on the debt
instrument a "sure" and constant rate of return which is
independent of the debt-equity (loan-value) ratio. cannot
be assumed_ (See my article, "Risk Shifting Through Debt
Issuance and the Determination of the Optimal Financial
Structure of Corporations." Konjunkturpolitik, No.4. 1967.)
Even with government insurance. mortgage yields tend to
rise with the loan-value ratio though the variation is expressed through deepening "points" or discounts when
interest ceilings are effective. Not all losses connected with
defaults are fully reimbursed by the government, and the
probability of default and adverse public relations effects
rises with the loan-value ratio.

conventional terms if they so desire. Even if continuous

planned dissaving or "income maintenance" by the low-

income elderly are provided for in this rough fashion, the

distribution of net worth still favors families with head

65 or older. Only 11 percent of such families have zero or

negative net worth and 51 percent have under $10,000.

By contrast, in the 35-44 year age group the comparable

deficiency rates would be 16 percent and 67 percent, al-

though median incomes in this class are almost twice as

high.

removed.19 We therefore define the target group

of families as having income of less than $8,000

and net worth below $1,000 in 1963.20

On this basis, we find that extending the

maximum permissible mortgage term to 30 years

18. If the surrender value of life insurance and equities
in annuities and retirement plans are omitted from the net
worth measurement. as in the source subsequently followed. such families should be able to acquire homes on
conventional terms if they so desire. Even if continuous
planned dissaving or "income maintenance" by the lowincome elderly are provided for in this rough fashion. the
distribution of net worth still favors families with head
65 or older. Only II percent of such families have zero or
negative net worth and 51 percent have under $10.000.
By contrast. in the S5-44 year age group the comparable
deficiency rates would be 16 percent and 67 percent, although median incomes in this class are almost twice as
high.

removed. IS We therefore define the target group
of families as having income of less than $8,000
and net worth below $1,000 in 1963. 20
On this basis, we find that extending the
maximum permissible mortgage term to 30 years
for lower income groups who buy low-valued
homes, raises the eligibility for homeownership
among target families by 21 percent. Reducing
interest rates thereafter from 6 percent to 3 per19. That a social interest attaches to the private benefits
which may be conferred by homeownership is clearly
affirmed by a member of the Joint Economic Committee
in the following statement:
"Homcownership can serve as a basis for a rehabilitated
family, stimulates economic self-improvement, provides in·
centives for self-education. and, more important, an atmosphere conducive to the educational development of the
children in the family. It's his to fix up and gain the fruits
of his labor. It's his to keep neat and in repair. Through
ownership, the house can truly become a home. With
homes, the residents can then grow the roots for building
strong and healthy neighborhood communities. Furthermore. it is a form of real saving-something of his to pass
on to his children." (U.S. Congress, Joint Economic Committee. Subcommittee on Urban Affairs. "Urban America:
Goals and Problems," Materials Prepared for the Subcommittee, August 1967, p. 221.)
In the above statement, it is affirmed first that homeownership has future income generating effects of which the
buyer is presumably not properly cognizant. Secondly, induced educational upgrading is mentioned which may, of
course. also satisfy merit wants. Such wants arise from
social (the sum of other individuals') esteem of a certain
way of life for those who do not yet fully partake of the
amenities of "a good society." Thirdly, removal of external
costs such as excessive depreciation in the use of rented
dwelling space is hinted at. Fourth. homeownership is
praised for instilling community values. a form of merit
wants. and encouraging asset formation among families
who are otherwise probably unwilling to save.
If homeownership satisfies merit wants or creates civic
benefits. legislation may be justified to raise the number
of eligible families in the lower income groups. Note however that with a median male age of less than 2S at the
time of the first marriage. many of the social, motivational,
and child-raising benefits ascribed to homes can o. Iy be
hoped for if ownership is initiated early, preferably before
age S5. For this reason, young families receive particular
attention in this study.
20. It is not necessarily implied that the net asset and
income levels mentioned are suitable administrative ceilings on the eligibility for subsidies. We merely use them
to define that margin of the population in which a significant response to homeownership assistance can be expected. Thus. the income limit of $8.000 is chosen because
very few families over $7.000 to $8.000 could not pass the
expense rate test unaided. However, low-income families
with significant net worth are quite likely either to own
homes already or to be able to obtain conventional financing by offering substantial downpayments.

for lower income groups who buy low-valued

homes, raises the eligibility for homeownership

among target families by 21 percent. Reducing

interest rates thereafter from 6 percent to 3 per-

19. That a social interest attaches to the private benefits

which may be conferred by homeownership is clearly

affirmed by a member of the Joint Economic Committee
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cent or even 0 percent, leads to a further 62

percent or 100 percent increase in eligibility. The

strongest impact occurs in the $4,000 to $4,999

income range, though even lower groups are

reached if no interest is charged at all.21

Since less than 10 percent of the target families

actually own homes when 30 percent are eligible

by our criterium, these large expansions in eligi-

bility result in a smaller expected increase in

actual homeownership under current institution-

al arrangements. Moreover, since less than 25

percent of all nonfarm families qualify as tar-

gets, the expected cost after implementation of

the program, but before population and income

growth have affected the number of target fam-

ilies significantly, is no more than $400 million

annually even under the most extreme form of

subsidy involving 0 percent interest. This would

represent a draft of about .32 percent on total

Federal cash receipts in fiscal 1968, or .47 percent

in 1963. Little more than 2 million units are

added as a result of the maximum subsidies for

the 10 million target families, but younger fam-

ilies benefit disproportionately more.

In contrast to current legislative proposals,22 it

is assumed throughout that homeownership as-

sistance, on the terms and conditions discussed

but without Federal budget constraints, is avail-

21. In 1963, median nonfarm family income was $6,429.

Under FHA's multi-family below-market interest rate pro-

gram authorized in section 221(d)(3) of the National Hous-

cent or even 0 percent, leads to a further 62
percent or 100 percent increase in eligibility. The
strongest impact occurs in the $4,000 to $4,999
income range, though even lower groups are
reached if no interest is charged at al1. 21
Since less than 10 percent of the target families
actually own homes when 30 percent are eligible
by our criterium, these large expansions in eligibility result in a smaller expected increase in
actual homeownership under current institutional arrangements. Moreover, since less than 25
percent of all nonfarm families qualify as targets, the expected cost after implementation of
the program, but before population and income
growth have affected the number of target families significantly, is no more than $400 million
annually even under the most extreme form of
subsidy involving 0 percent interest. This would
represent a draft of about .32 percent on total
Federal cash receipts in fiscal 1968, or .47 percent
in 1963. Little more than 2 million units are
added as a result of the maximum subsidies for
the 10 million target families, but younger families benefit disproportionately more.
In contrast to current legislative proposals,:.!:.! it
is assumed throughout that homeownership assistance, on the terms and conditions discussed
but without Federal budget constraints, is avail-

ing Act, the limit for initial occupancy by a 3- to 4-person

family is set at 86 percent on the average and never more

than 107 percent of local median family income even in

the high-cost areas. In Section 101 of the Housing and

Urban Development Act of 1967, as reported out by the

Committee on Banking and Currency (S. 2700), it was pro-

posed that the income limits for homeownership subsidies

be equal to 70 percent of the 221(d)(3) limits. In 1963,

application of this rule would have yielded an average

limit of 83,900. As a result, very few families would benefit

unless interest rates are cut well below 3 percent. This is

especially true if homeownership assistance is limited to

buyers of new homes as proposed in the Act of 1967 as

well as the Act of 1968 (S. 3029). The latter Act as intro-

duced, however, represents an advance in that adoption of

the full 221(d)(3) limits rather than 70 percent thereof is

suggested. In conference, income limits were ultimately set

equal to 135 percent of those for admission to Public

Housing, though some exceptions were allowed. For a four-

person family, this represents about 85 percent of the

equivalent limits under the section 221(d)(3) below-market

interest rate program.

22. See, for instance, Sections 101 and 104 of the Adminis-

tration's proposed Housing and Urban Development Act

of 1968 (S. 3029).

able to families no matter whether they move

into new or existing homes. By subsidizing the

demand of lower income groups for existing

homes, the filtering process will be accelerated.23

21. In 1963, median nonfarm family income was $6,429.
Under FHA's multi-family below-market interest rate program authorized in section 221(d)(3) of the National Housing Act, the limit for initial occupancy by a 3- to 4-person
family is set at 86 percent on the average and never more
than 107 percent of local median family income even in
the high-cost areas. In Section 101 of the HOllsing and
Urban Development Act of 1967, as reported ou( lJy the
Committee on Banking and Currency (S.2700), it was proposed that the income limits [or homeownership subsidies
be equal to 70 percent of the 221(d)(3) limits. In 1963,
application of this rule would have yielded an average
limit of $3,900. As a result, very few families would benefit
unless interest rates are cut well below 3 percent. This is
especially true if homeownership assistance is limited to
buyers of new homes as proposed in the Act of 1967 as
well as the Act of 1968 (S.3029). The latter Act as introduced, however, represents an advance in that adoption of
the [ull 221(d)(3) limits rather than 70 percent thereof is
suggested. In conference, income limits were ultimately set
equal to 135 percent of those for admission to Public
Housing, though some exceptions were allowed. For a fourperson family, this represents about 85 percent of the
equivalent limits under the section 221(d)(3) below·market
interest rate program.

Quickened turnover at the lower end working

upwards through the chain of housing qualities,

will stimulate the demand for new homes by

higher income families.

22. See, for instance, Sections 101 and 104 of the Administration's proposed Housing and Urban Development Act
of 1968 (S.3029).

To the extent, however, eligible families are

restricted to the purchase of new homes, they are

generally forced to undertake somewhat higher

annual housing payments, prior to subsidy, than

they would otherwise need to make.24 Therefore,

subsidizing the accptisition of new homes may
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able to families no matter whether they move
into new or existing homes. By subsidizing the
demand of lower income groups for existing
homes, the filtering process will be accelerated. 23
Quickened turnover at the lower end working
upwards through the chain of housing qualities,
will stimulate the demand for new homes by
higher income families.
To the extent, however, eligible families are
restricted to the purchase of new homes, they are
generally forced to undertake somewhat higher
annual housing payments, prior to subsidy, than
they would otherwise need to make.:!! Therefore,
subsidizing the acquisition of new homes may
cause the demand of moderate income families
already intending to acquire homes to be diverted from existing to new houses.:!::; New home
subsidies of sufficient strength can, of course, reduce housing costs below the alternative annual
free market expenses of owning lower-priced
existing homes. If this is done, some new demand
will be brought into the housing market and net
supply incentives will be generated.

III. The Families Eligible for Homeownership When Housing Expenses May Not
Exceed a Specified Fraction of Income

The demand for homeownership and the conditions under which it might become effective
can be described by investigating the income
distribution of families and their net worth. If

23. For a description of the filtering process, though in a
different context, see Jerome Rothenberg. Ecol/olllic Evaluatioll Of Urball Fellewal, The Brookings Institution, Washington, D. c., 1967, pp. 38-9.
24. Annual cash expenses of housing rise less than in
proportion to home values since financing can be longer
on newer houses.
25. In technical terms, the argument might be put as
[ollows: New home subsidies for low· income families raise
the price of new compared to existing homes and hence
the rate of depreciation at market prices. This will occur
because neither the supply of building land and new construction nor the demand [or existing homes is infinitely
elastic. Now, except on the absurd assumption that the
demand for new homes on the part of richer families or
the marginal rate of substitution between new and existing
homes is zero, richer families will buy fewer new homes
(and release fewer existing homes). Nevertheless the relative price of existing homes has fallen and this development may have put some of the oldest or lowest quality
homes within the reach of families who could not previously buy them and who can stilI not afford the subsidized new housing.
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the probable value of homes bought by various

income classes and the ratio of mortgage amount

to acquisition cost are determined, the groups able

to afford the downpayment can be deduced from

net worth data. Admittedly, net worth might

have to be transformed into liquid form before

being commuted into home equities, and this

process may require time and, possibly, short-

term loans against collateral.2N Nevertheless, net

worth including such illiquid items as home

equities rather than merely equity in a portfolio

of liquid and investment assets, appears to be

the relevant constraint for describing the feasi-

bility of homeownership. The capability for

homeownership, rather than the possibility of

immediate purchase, is our principal concern.

If dissaving or the application of previously

accumulated net worth to current housing ex-

penses is ruled out, ability to meet required

downpayments is not sufficient. In the long run,

homeownership cannot be maintained unless the

ratio between prospective housing expense27 and

income is sufficiently low to allow all other ex-

penses which may be regarded as more urgent

to be met. Furthermore, even if the income and

net worth constraints are just barely met, a de-

fective credit record or instability of earnings,

occupation, or place of residence, not to mention

any evident lack of family coherence, may still

preclude homeownership for the lower income

groups. They may qualify neither for conven-

tional financing nor for mortgage insurance

under established unsubsidized programs.28

26. An example of how net worth can be liquidated

through loans on collateral is the automobile loan. A per-

son owning a fully paid-up and reasonably new car may

be able to sell and acquire a new car with an automobile

the probable value of homes bought by various
income classes and the ratio of mortgage amount
to acquisition cost are determined, the groups able
to afford the-downpayment can be deduced from
net worth data. Admittedly, net worth might
have to be transformed into liquid form before
being commuted into home equities, and this
process may require time and, possibly, shortterm loans against collatera1. 26 Nevertheless, net
worth including such illiquid items as home
equities rather than merely equity in a portfolio
of liquid and investment assets, appears to be
the relevant constraint for describing the feasibility of homeownership. The capability for
homeownership, rather than the possibility of
immediate purchase, is our principal concern.
If dissaving or the application of previously
accumulated net worth to curr'!nt housing expenses is ruled out, ability to meet required
downpayments is not sufficient. In the long run,
homeownership cannot be maintained unless the
ratio between prospective housing expense 27 and
income is sufficiently low to allow all other expenses which may be regarded as more urgent
to be met. Furthermore, even if the income and
net worth constraints are just barely met, a defective credit record or instability of earnings,
occupation, or place of residence, not to mention
any evident lack of family coherence, may still
preclude homeownership for the lower income
groups. They may qualify neither for conventional financing nor for mortgage insurance
under established unsubsidized programs. 28

loan, thereby freeing cash though losing trade-in benefits.

Alternately, he might obtain a loan on his old car by

selling a lien on it.

If income and net worth are in the border
region of adequacy, all other factors have to be
increasingly favorable if a mortgage application
is to succeed. To the extent stability and the
quality of credit decline together with income
and net worth, the latter variables take on added
weight as proxies for other criteria used to determine eligibility for home financing. 29
Since we are interested in investigating the
feasibility of initiating and maintaining homeownership for lower income groups, we must first
assume mortgage financing at the maximum
loan-value ratio to minimize the impact of net
worth deficiencies. In case portfolio equities
exist, increasing the downpayment may improve
the prospects for homeownership where housing
expenses would otherwise be excessive in relation
to income, but for now we disregard this possibility.
Total out-of-pocket housing expenses consist
of annual operating costs and mortgage amortization. Using data from the 1960 BLS Survey of
Consumer Expenditures as described in Appendix A, it was found that for homeowners, annual
operating costs (OC) can be expressed quite
realistically as a linear function of annual before-tax family income (Y).
OC =

in dollars
168.45 + .05032Y
(.0034)

R2 = .9731
S2 = 1,296
n=8,k=2.

The median value of homes (V) owned by various family income classes as reported in the 1960
Census of Housing followed a similar pattern.

27. Total out-of-pocket housing expenses consist of mort-

gage amortization payments and operating costs such as

property taxes and insurance, repairs and replacements

and utilities. In a calculation of economic costs, real de-

preciation and capital costs including the opportunity cost

of equity investment would be substituted for amortization.

28. The high cost of foreclosure and eviction, detailed in

a later footnote, and the imperfect price-inelastic demand

for mortgage insurance, set a limit to the extent to which

26_ An example of how net worth can be liquidated
through loans on collateral is the automobile loan. A person owning a fully paid-up and reasonably new car may
be able to sell and acquire a new car with an automobile
loan, thereby freeing cash though losing trade-in benefits.
Alternately. he might obtain a loan on his old car by
selling a lien on it.

an unsubsidized mortgage insurance fund committed to a

single premium schedule can assume high-risk cases.

If income and net worth are in the border

region of adequacy, all other factors have to be

increasingly favorable if a mortgage application

is to succeed. To the extent stability and the

quality of credit decline together with income

and net worth, the latter variables take on added

27. Total out-of-pocket housing expenses consist of mortgage amortization payments and operating costs such as
property taxes and insurance, repairs and replacements
and utilities. In a calculation of economic costs, real depreciation and capital costs including the opportunity cost
of equity investment would be substituted for amortization.

V =

$5,800.16

+ .8959 Y
(.0333)

R2 = .9918
S2 = 123,069
n=8,k= 2.

As indicated by the size of the squared correlation coefficient, the equations happen to yield
good empirical fits and thereby produce a streamlined pattern which can be represented graphically. Hence, while the fitted equations do not
purport to prove that the marginal propensity
to spend on housing services is constant and less
than the average propensity, or that investment

weight as proxies for other criteria used to de-

termine eligibility for home financing.29

Since we are interested in investigating the

feasibility of initiating and maintaining home-

ownership for lower income groups, we must first

assume mortgage financing at the maximum

loan-value ratio to minimize the impact of net

28. The high cost of foreclosure and eviction, detailed in
a later footnote, and the imperfect price-inelastic demand
for mortgage insurance, set a limit to the extent to which
an unsubsidized mortgage insurance fund committed to a
single premium schedule can assume high-risk cases.

worth deficiencies. In case portfolio equities

exist, increasing the downpayment may improve

the prospects for homeownership where housing

expenses would otherwise be excessive in relation

to income, but for now we disregard this possi-

bility.
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29. A percentage distribution of families by employmeot
problems and income classes is given in Greenleigh Associates Inc., Home Interview Study of Low-Income Households in Detroit, Michigan, Report to Mayor Cavanagh,
February 1965. p. 35.
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in housing grows less than in proportion to mcome, their form is consistent with such interpretations. 30
in housing grows less than in proportion to in-

come, their form is consistent with such inter-

pretations.3N

30. We consider only how operating expenses and housing

values change with income for home-owning families. At

this stage we are not concerned with the broader question

of how the demand for housing stock per family, whether

owned or rented, changes with income. T. H. Lee has

addressed himself to this question. Since he does not con-

sider operating expenses but only construction and financ-

ing costs in his estimate of price elasticities, only his in-

come elasticities are relevant for us. For the period 1920 to

1941 he finds a value of .34 for the income elasticity of

demand for the value of a house purchased evaluated at

the point of means. In his cross-sectional study, on the

other hand, the comparable value is found to be .89. (Cf.

Tong Hun Lee, "The Stock Demand Elasticities of Non-

30. We consider only how operating expenses and housing
values change with income for home·owning families. At
this stage we are not concerned with the broader question
of how the demand for housing stock per family, whether
owned or rented, changes with income. T. H. Lee has
addressed himself to this question. Since he does not consider operating expenses but only construction and financ·
ing costs in his estimate of price elasticities, only his in·
come elasticities are relevant for us. For the period 1920 to
1941 he finds a value of .34 for the income elasticity of
demand for the value of a house purchased evaluated at
the point of means. In his cross-sectional study, on the
other hand, the comparable value is found to be .89. (Cf.
Tong Hun Lee, "The Stock Demand Elasticities of NonFarm Housing," Review of Economics and Statistics, Febru·
ary, 1964, p. 86.)

Farm Housing," Review of Economics and Statistics, Febru-

ary, 1964, p. 86.)

Using income of $7,000 and the associated value of

.?12,717 (see Table 3) as means, we find an elasticity

YdV/VdY of .51 for 1963, which is however conditional

upon homeownership. Comparable values of .41 to .47

were found by L. J. Atkinson, op. cit., p. 21. A higher time

Using income of $7,000 and the associated value of
$12,717 (see Table 3) as means, we find an elasticity
YdV /VdY of .51 for 1963, which is however conditional
upon homeownership. Comparable values of .41 to .47
were found by L. J. Atkinson, op. cit., p. 21. A higher time
~eries estimate is given on p. 33.

series estimate is given on p. 33.

It is not clear whether time series or cross-sectional

estimates of the income-elasticity of demand for home

values should be expected to be greater. Income changes

which are due to cyclical influences should have little effect

on home demand if the permanent income hypothesis is

correct and the adjustment of normal income expectations

to changes in measured income slow. However, since

time series estimates are usually based on income trends

adjusted for cycles, transitory components in measured

income are prevented from biasing the estimates down-

ward. The possibility still remains that expected normal
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It is not clear whether time series or cross·sectional
estimates of the income·elasticity of demand for home
values should be expected to be greater. Income changes
which are due to cyclical influences should have little effect
on home demand if the permanent income hypothesis is
correct and the adjustment of normal income expectations
to changes in measured income slow. However, since
time series estimates are usually based on income trends
adjusted for cycles, transitory components in measured
income are prevented from biasing the estimates down·
ward. The possibility still remains that expected normal
income adjusts only with lags to changes in the trend value
of income.

among groups with low measured income and positive

transitories among families with high incomes in any

given year, particularly years of cyclical low, the dispersion

of measured income exceeds that of normal incomes and

cross-section estimates based on measured income have a

definite downward bias.

Hence, unless consumption patterns are determined

more by the relative position of families in the income

On the other hand, if negative transitories predominate
among groups with low measured income and positive
transitories among families with high incomes in any
given year, particularly years of cyclical low, the dispersion
of measured income exceeds that of normal incomes and
cross·section estimates based on measured income have a
definite downward bias.

distribution than by the absolute level of normal income,

time series estimates can be expected to exceed cross-

sectional estimates of the income elasticity. This expecta-

tion is disappointed by the findings of Lee but satisfied by

those of Atkinson.

Problems of the appropriate concept and measurement

of income and distributed lags in the adjustment to stock

disequilibria are discussed in: Margaret G. Reid, Housing

Hence, unless consumption patterns are determined
more by the relative position of families in the income
distribution than by the absolute level of normal income,
time series estimates can be expected to exceed cross·
sectional estimates of the income elasticity. This expecta·
tion is disappointed by the findings of Lee but satisfied by
those of Atkinson.

and Income, The University of Chicago Press, 1962, Chap-

ter II, esp. pp. 22-25. And: Richard R. Muth, "The De-

mand for Non-Farm Housing," In: Arnold G. Harberger,

The Demand for Durable Goods, University of Chicago

Press, 1960, p. 42.

Since net worth data are available from the

Federal Reserve System for the end of 1962, the

above equations must be adjusted to 1963.31 This

is done by using an approximation involving the

Problems of the appropriate concept and measurement
of income and distributed lags in the adjustment to stock
disequilibria are discussed in: Margaret G. Reid, Housing
and Income, The University of Chicago Press, 1962, Chapter II, esp. pp. 22-25. And: Richard R. Muth, "The Demand for Non-Farm Housing," In: Arnold G. Harberger,
The Demand for Durable Goods, University of Chicago
Press, 1960, p. 42.

price index for 1963 respectively on the basis of

1960=1.00.32

The equations in current dollars for 1963 are

then specified and calculated as follows:

The equations in current dollars for 1963 are
then specified and calculated as follows:
OC/Po
OC
or OC
and V /P"
V
or V

+
+
+
+
+
+

a
b (Y/P)
(Po/P) (aP
bY)
= 177 .05107 Y = a'
= c
d YIP
= (P,./P) (cP
dY)
= 6,219
.9282Y = c'

=
=
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+ b'Y
+ d/Y.

31. The idea is simply that, as in consumption function
studies, previous asset accumulations must be related to
current spending.

We, therefore, specify a lagged relationship and assume
that net worth as of the end of 1962 and reported for 1962
income classes is a precondition for initiating or maintain·
ing home equities in 1963, when we find the same group
of families on the average, however. in slightly higher
income classes.
In terms of cyclical conditions, 1960 and 1963 were not
too dissimilar. The unemployment rate was 5.6 percent in
one year and 5.7 percent in the other. Since both years
were relatively slack, measured income contains negative
cyclical components, which should lead to a slight overestimate of normal value·income and expense-income ratios.
32. To estimate price change for the components listed,
we use the Bureau of Labor Statistics price index series
in conjunction with Tables on "Relative Importance of
Items in the Consumer Price Index" as of December 1963.
In addition we make the assumption that the "financing
and home purchase" component consists of 40 percent
interest and 60 percent principal cost elements, and that
property taxes constitute 80 percent of the "taxes and
insurance" component. We assume, furthermore, that property taxes, which are listed separately only from December
1963 on, rose by 8 percent from 1960 to 1963 (this compares
to a rise of 12 percent from December 1963 to 1966) and
that the price of heating and utilities for homeowners
(incl. user taxes) moved in line with the other components
of home operating costs (less for renters). By suitable decomposition and weighting, we then find that while the
consumer price index rose 3.5 percent from 1960 to 1963,
home operating costs rose 5.1 percent, and home purchase
costs advanced 7.2 percent. Over the same period, Boeckh's
index of construction costs for residences went up only
4.1 percent.

We, therefore, assume that if all prices are set equal to
unity for 1960, Po is 1.051, P" is 1.072, and P is 1.035 in
1963.

Original from

set of prices P0, Pv. and P. The symbols denote

an operating cost, home value, and consumer

Since net worth data are available from the
Federal Reserve System for the end of 1962, the
above equations must be adjusted to 1963. 31 This
is done by using an approximation involving the
set of prices Po, P v, and P. The symbols denote
an operating cost, home value, and consumer
price index for 1963 respectively on the basis of
1960 = 1.00.32
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Contrary to what one might at first expect, the

assumption implicit in this form of adjustment

is not that the price elasticities of demand for

housing and for certain materials and services

used to keep the home in operation are both

equal to zero. Factors omitted from the equation

changed and raised real demand at the same

time as the growth in the relative price of

operating expenses (Po/P) and homes (Pv/P)

reduced the quantities demanded. Over the early

sixties, the net outcome just happens to be sim-

ilar to what would have been observed if con-

stant real income had also implied constant real

expenditures on homes and their operation.33

With real income and group tastes held constant,

the growth in population and certain changes in

its composition34 will still shift the demand

schedule outward. These shifts may overpower

or at least offset the effects which upward drifts

in real cost schedules by themselves have in

reducing the quality of housing demanded at

higher prices. Indeed, this is what appears to

have happened. At least for FHA-insured homes,

the rise in operating expenses and home values

observed in given nominal income classes was

33. For continuing homeowners, one must add that port-

folio adjustments to unexpected changes in relative prices

are believed to be very slow in the housing sector.

34. The cost (C) of homes purchased has been found to be

Contrary to what one might at first expect, the
assumption implicit in this form of adjustment
is not that the price elasticities of demand for
housing and for certain materials and services
used to keep the home in operation are both
equal to zero. Factors omitted from the equation
changed and raised real demand at the same
time as the growth in the relative price of
operating expenses (Po/P) and homes (Pv/P)
reduced the quantities demanded. Over the early
sixties, the net outcome just happens to be similar to what would have been observed if constant real income had also implied constant real
expenditures on homes and their operation. 33
With real income and group tastes held constant,
the growth in population and certain changes in
its composition 34 will still shift the demand
schedule outward. These shifts may ovel1power
or at least offset the effects which upward drifts
in real cost schedules by themselves have in
reducing the quality of housing demanded at
higher prices. Indeed, this is what appears to
have happened. At least for FHA-insured homes,
the rise in operating expenses and home values
observed in given nominal income classes was

related to the age (A) of the home-buying family head as

follows: 8C/8A = â140 -(- 9A. Since the minimum value

of A is 18, C rises with A. Note that according to the 1960

Census of Housing, the same is not true for the estimated

value of homes owned by various age groups. Here values

begin to decline for owners over 45 years of age. However,

the probability of home purchase P(C) falls with age since

6P(C)/8A = â.00084 + .000008A, while the probability

of homeownership rises. (Cf. Tong Hun Lee, "Demand for

33. For continuing homeowners, one must add that port·
folio adjustments to unexpected changes in relative prices
are believed to be very slow in the housing sector.

Housing: A Cross-Sectional Analysis," Review of Economics

and Statistics, May 1963, p. 193.)

Apart from income and age, the separate effect of

family size, years married, race, education and occupation

on home demand has recently been investigated. See J. N.

Morgan op. cit., pp. 297-300 and L. J. Atkinson, op. cit.,

pp. 26-7. The effect of changes in population composition

and other non-income factors on the time series estimates

of the elasticity of demand for home values is discussed

by Atkinson, p. 32.

greater than what can be accounted for by gen-

eral price level changes.35

Using the value function in conjunction with

the interest rate r, original term-to-maturity m,

and initial loan-value ratio, L/V, to obtain

34. The cost (C) of homes purchased has been found to be
related to the age (A) of the home· buying family head as
9A. Since the minimum value
follows: bC/ bA = -140
of A is IS, C rises with A. Note that according to the 1960
Census of Housing, the same is not true for the estimated
value of homes owned by various age groups. Here values
begin to decline for owners over 45 years of age. However,
the probability of home purchase P(C) falls with age since
bP(C)/bA
-.000S4
.OOOOOSA, while the probability
of homeownership rises. (Cf. Tong Hun Lee, "Demand for
Housing: A Cross· Sectional Analysis," Review of Economics
and Statistics, May 1963, p. 193.)

+

=

+

capital costs, and adding these to operating costs

OC, we obtain a total housing expense function

THE. If mortgage principal and interest are

repaid in constant monthly installments as is

mandatory for FHA though not for VA or con-

ventional home mortgages, and if real operating

expenses are also assumed to show no clear rela-

35. Annual total incomes of around $4,400, $8,400, and

$14,800 correspond to monthly effective incomes of $325

($300-$349), $625 ($600-$650), and $1,100 ($1,000-$1,199)

Apart from income and age, the separate effect of
family size, years married, race, education and occupation
on home demand has recently been investigated. See J. N.
Morgan op. cit., pp. 297-300 and L. J. Atkinson, op. cit.,
pp. 26-7. The effect of changes in population composition
and other non·income factors on the time series estimates
of the elasticity of demand for home values is discussed
by Atkinson, p. 32.

greater than what can be accounted for by general price level changes. 35
Using the value function in conjunction with
the interest rate r, original term-to-maturity m,
and initial loan-value ratio, L/V, to obtain
capital costs, and adding these to operating costs
~C, we obtain a total housing expense function
THE. If mortgage principal and interest are
repaid in constant monthly installments as is
mandatory for FHA though not for VA or conventional home mortgages, and if real operating
expenses are also assumed to show no clear rela-

35. Annual total incomes of around $4,400, $8,400, and
$14,SOO correspond to monthly effective incomes of $325
($300·$349), $625 ($600·$650), and $1,100 ($1,000-$1,199)
respectively as reported by FHA. Over the period 1960·63,
the average property value for existing homes has been
rising by 4 percent in the lowest class, 5.5 percent in the
middle, and 6 percent in the highest class listed above.
Similarly, those operating expenses itemized by FHA
(property taxes, repair and maintenance, and heating and
utilities) have risen by 4 percent, 10 percent, and 11 percent respectively. The transition between these percentage figures is smooth. (Housing and Home Finance Agency,
Fourteenth Annual Report, 1960, pp. 127, 129 and Seven·
teenth Annual Report, 1963, pp. 150-151.)
If the cross-sectional income elasticity of demand for
home values is .S9, as estimated by Lee, and the consumer
price index has risen by 3.5 percent over the period, the
decline of real incomes in each nominal income cla..
should have produced a reduction of !I.I percent in the
average real·home value demanded in each class. If the
relative price of homes has risen by (1.072/1.035)-1, or
3.6 percent, and the price elasticity of demand is -1.07
as estimated elsewhere by Lee, the demand for real home
values should fall by another 3.9 percent, bringing the
total real decline in each income class whose limits are
fixed in nominal terms to 7 percent. With a 7.2 percent
average price increase for homes, we would therefore
expect the nominal values in each class to have remained
almost unchanged. From the FHA data, this is found to
be more nearly the case for incomes below $6,000, those in
which we are primarily interested, though we can achieve
exact correspondence only if lower elasticities are assumed.
In other words, over the years nominal home values have
risen slightly for given nominal incomes.

respectively as reported by FHA. Over the period 1960-63,

the average property value for existing homes has been

rising by 4 percent in the lowest class, 5.5 percent in the

middle, and 6 percent in the highest class listed above.

Similarly, those operating expenses itemized by FHA

(property taxes, repair and maintenance, and heating and

utilities) have risen by 4 percent, 10 percent, and 11 per-
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tion to the age of houses,30 total housing expenses

are constant over the life of the mortgage in the

absence of price changes. It must, of course, be

granted that absolute price changes create real

indebtedness effects for mortgagors, and that rela-

tive price changes affect their real home operating

costs. In addition, anticipated increases in real

income obviously improve the ability of home-

owners to meet housing expenses in the future.37

Unfortunately, these realizations are sterile in

the context of this investigation, since we have

found no way to give them systematic considera-

tion other than holding them responsible for an

undetermined, though probably conservative,38

bias in our estimates of the feasibility of home-

ownership for various income classes.

Total housing expenses (THE) can now be

defined. The constant annual mortgage payment

is equal to p where V = p((l â (l-)-r)im)/r. Sub-

36. If prices and the income of the owner were constant,

operating expenses might also be roughly constant over

tion to the age of houses,36 total housing expenses
are constant over the life of the mortgage in the
absence of price changes. It must, of course, be
granted that absolute price changes create real
indebtedness effects for mortgagors, and that relative price changes affect their real home operating
costs. In addition, anticipated increases in real
income obviously improve the ability of homeowners to meet housing expenses in the future. 37
Unfortunately, these realizations are sterile in
the context of this investigation, since we have
found no way to give them systematic consideration other than holding them responsible for an
undetermined, though probably conservative,38
bias in our estimates of the feasibility of homeownership for various income classes.
Total housing expenses (THE) can now be
defined. The constant annual mortgage payment
is equal to p where V = p((l - (I +rtm)/r. Sub-

much of the life of the house, either because there are

offsetting trends in various expenditure components, or

because an otherwise rising trend is cut down by mounting

maintenance deficits as compared to what it would require

to keep a home in a uniform state of repair and service-

ability. Offsetting trends are most likely to appear during

the early stages in the life of a structure, when construction

defects and inappropriate installations and materials are

eliminated at a decreasing rate, while regular maintenance

begins to rise. Maintenance deficits are likely to accumulate

over periods of continuous ownership though they may

be removed at discrete intervals whenever the house has

been sold.

When homes, however, filter down the income scale as

they age, measured operating and maintenance expendi-

tures will decline because of income elasticity and failure

to make allowance for the owner's own increasing work

input.

37. Surprisingly, expected future or lifetime income may

not be as important for the purchase of long-1ived con-

sumer durables as one might expect. "If lifetime incomes

mattered, older college graduates whose current incomes

are highest relative to lifetime average should have less

house relative to current income than young college gradu-

ates whose current incomes are lowest relative to lifetime

averages, but if anything, the reverse is true." (J. N. Mor-

36. If prices and the income of the owner were constant,
operating expenses might also be roughly constant over
much of the life of the house, either because there are
offsetting trends in various expenditure components, or
because an otherwise rising trend is cut down by mounting
maintenance deficits as compared to what it would require
to keep a home in a uniform state of repair and serviceability. Offsetting trends are most likely to appear during
the early stages in the life of a structure, when construction
defects and inappropriate installations and materials are
eliminated at a decreasing rate, while regular maintenance
begins to rise. Maintenance deficits are likely to accumulate
over periods of continuous ownership though they may
be removed at discrete intervals whenever the house has
been sold.
When homes. however. filter down the income scale as
they age, measured operating and maintenance expenditures will decline because of income elasticity and failure
to make allowance for the owner's own increasing work
input.

gan, op. cit., p. 294 see also p. 306.)

38. From 1960 to 1963, real median family income has

increased by 7 percent, while the cost of acquiring and

operating homes has gone up by about 2.5 percent more

than the general price level. Hence, unless the income

elasticity is less than 36 percent of the absolute value of

stituting for p, V, and OC, it then follows that:

THE = a' + b'Y -f (L/V) (r(c' + d'Y))/

(1 - (1+r)"-).

According to the equation above, apart from

income, L/V, r, and m determine total housing

37. Surprisingly, expected future or lifetime income may
not be as important for the purchase of long-lived consumer durables as one might expect. "If lifetime incomes
mattered. older college graduates whose current incomes
are highest relative to lifetime average should have less
house relative to current income than young college graduates whose current incomes are lowest relative to lifetime
averages, but if anything, the reverse is true." U. N. Morgan. op. cit., p. 294 see also p. 306.)

expenses. While it is desirable to treat r and L/V

as controlled policy parameters which are equal

for all income groups within each array, must

normally be tied to V and hence to Y.39 In the

aggregate, systematic differences in the median

value of homes owned by each income class imply

38. From 1960 to 1963, real median family income has
increased by 7 percent, while the cost of acquiring and
operating homes has gone up by about 2.5 percent more
than the general price level. Hence, unless the income
elasticity is less than 36 percent of the absolute value of

corresponding differences in the age and remain-

ing economic life of the structure. As one would

expect and Table 2 demonstrates, low income

groups own older and less expensive buildings

(if they are able to afford homeownership at all).

Therefore, somewhat arbitrarily we stipulate
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stituting for p, V, and OC, it then follows that:
THE

=

a'

+ b'Y +
(l -

(L/V) (r(c'
(l +rtm ).

+ d'Y»/

According to the equation above, apart from
income, L/V, r, and m determine total housing
expenses. While it is desirable to treat rand L/V
as controlled policy parameters which are equal
for all income groups within each array, must
normally be tied to V and hence to Y.30 In the
aggregate, systematic differences in the median
value of homes owned by each income class imply
corresponding differences in the age and remaining economic life of the structure. As one would
expect and Table 2 demonstrates, low income
groups own older and less expensive buildings
(if they are able to afford homeownership at all).
Therefore, somewhat arbitrarily we stipulate
that homes valued at less than $7,500 in 1963
would not warrant financing for more than 15
years. Twenty year mortgages are considered
feasible in the $7,500 to $10,000 range, above
that 25 year loans are possible, and 30 year loans
can be obtained for home values over $12,500,
though frequently only with government insurance. 40 To make 30 year financing without outright Federal subsidies or unrecompensed risk assumption feasible even on older properties would
require substantial rehabilitation. In the absence
thereof, lengthening terms on old and low-valued
properties beyond the point where the rate of
amortization is equal to the expected rate of
depreciation of the property implies disguised
capital grants or cumulative homeownership
supplements_ Their size can be gauged at any
the price cIasticity. the quantity of housing demanded at
long-term supply prices should rise even if no other
factors had raised the demand schedule.
39. In the absence of government insurance of home mortgages. r would. in turn, have to be tied to Y, L/V, and m,
since low income, high loan·value ratios. and slow rates of
repayment and equity build-up. increase the default risk
confronting the mortgages.
40. National Homes sells two models for less than $10,000.
Assuming no more than $2,500 or 20 percent of total has
to be spent for the land. new homes can start at $12.500
where 30-year financing begins to be possible. (Cf. Gaylord
A. Freeman Jr., "Providing Home Ownership for Families
with an Annual Income of $4,500 or More." President's
Committee on Urban Housing, Washington, D. Co. August
15, 1967. pp. 45-46.)
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TABLE 2. Primary Families and Unrelated Individuals in Owner- and Renter-Occupied Housing in
Classes and Age and Value of the Owner-Occupied Housing Units*

1960 by Income

The United States
Before-Tax
Money Income

Below
2,000

2,000
-2,999

TOTAL

TABLE 2. Primary Families and Unrelated Individuals in Owner- and Renter-Occupied Housing in 1960 by Income

3,000
-3,999

4,000
-4,999

5,000
-5,999

6,000
-6.999

7,000
-7.999

8,000
-9,999

10,000
-14,999

Over
15,000

Distribution by Ownership

Classes and Age and Value of the Owner-Occupied Housing Units*

The United States

62
38

Owner Occupied
Renter Occup.

51
49

50
50

50
50

55
45

62
38

68
32

71
29

74
26

79
21

84
16

10,072

4,730

5,090

5,632

6,050

5,107

4,031

5,332

4,842

2,140

19.0

8.9

9.6

10.6

11.4

9.6

7.6

10.1

9.1

4.0

83
17
5,142

79
21
2,371

74
26
2,559

7.3

7.8

Before-Tax

Money Income

Below

2,000

2,000

-2,999

3,000

-3,999

4,000

-4,999

Total-Absolute**
-Relative

(53,024= 100)

TOTAL
Built Before '50 66
Built After '49
34
Total-Absolute**
-Relative

15.7

(32,797 = 100)

5,000

Distribution by Age of Homes

TOTAL

Distribution by

Valu~

69
31
3,090

63
37
3,748

59
41
3,449

56
44
2,864

55
45
3,956

56
44
3,818

58
42
1,800

9.4

11.4

10.5

8.7

12.1

11.6

5.5

of Single-Family NonFarm Homes

-5,999

6,000

-6.999

7,000

Below $5,000
5,000-9,999
10,000-14,999
$15,000 + Over

35
33
19
13

28
37
22
13

22
38
25
15

15
38
30
17

9
33
36
22

6
27
38
29

4
22
37
37

3
18
34
45

2
12
27
59

1
5
12
82

Total-Absolute**
-Relative

3,463

1,630

1,849

2,388

3,068

2,913

2,463

3,441

3,358

1,599

13.2

6.2

7.1

9.1

11.7

11.1

9.4

13.2

12.9

6.1

-7.999

8,000

-9,999

(26,172 = 100)

10,000

-14,999

Over

15,000

TOTAL

* U.S. Bureau of the Census, U.S. Census of Housing: 1960, Metropolitan Housing, Final Report HC(2)-1, U.S. Government Printing
Office, Washington, D. C., 1963, pp. 1-5, 1-19. Unreported detail as well as the limitation of value data to nonfarm homes
account for the difference in the total number of homes for which age and value was reported.
** All absolutes are reported in thousands of housing units.

Distribution by Ownership

Owner Occupied 62

Renter Occup. 38

51

50

50

50

55

45

62

38

68

32

71

29

74

26

given time by the increase in mortgagors' net
worth achievable through default. 41
As can be seen from Figure I, if m were equal
to 30 years for all income groups, the total housing expense function (THE) would be a continuous straight line. However, since m is allowed
to vary in five year steps with V, expense rates
are raised discontinuously at the lower end of
the scale, as shown by the dotted lines. Hence,
the value and income related changes in maturity
reinforce the changes in the composition of

79

housing expenses which would occur even under
constant terms.
According to Table 3, operating costs (OC)
become an increasingly important element of
total housing costs as incomes and home values
increase and maturities are lengthened; correspondingly, the weight of principal and interest,
taken together, declines. Within "capital costs,"
however, interest (I) gains at the expense of
the repayment of principal component, P, as
terms are extended. General mortgage interest
subsidies or easy money policies 42 will, therefore,

21

84

16

49

50

Total-Absolute**

10,072

4,730

8.9

5,090

41. FHA, in contrast to VA, is required to sell properties
it has acquired through foreclosure only in a state of good
repair. This, together with state laws which are strongly
protective of the mortgagor in default (particularly in the
Mid-West) has caused the average time in inventory to be
10.5 months for FHA compared to only 6.7 months for
properties acquired by VA in 1966. Holding and operating
costs such as interest, taxes, and utilities rise during this
period.

9.6

5,632

10.6

6,050

11.4

5,107

9.6

4,031

7.6

Thus, while the negative difference between sales revenue and acquisition costs (the balance of the assigned
mortgage) was only approximately 3 percent, the total loss
in relation to acquisition costs was 25 percent for FHA
and 19 percent for VA. Hence, even apart from sales commissions, the "default gain" to the mortgagor is not equal
to the loss of the mortgagee or his insurer, but much
smaller.

42. The sensitivity of housing demand to changes in the
terms of financing is explained by the following:
"In any given year, the gross amount of mortgage lending
on residential structures may be 160 percent or more of
this sector's GNP expenditures. The net amount lent approximates 70 percent. Most borrowers allot a high percentage of their annual income to cover the costs of
financing a house. They have limited ability or willingness
to absorb changes in the cost or availability of credit."
(Sherman J. Maisel, "Effect of Monetary Policy on Expenditures in Specific Sectors of the Economy," Presented
at the Fifth Annual Conference of University Professors
Sponsored by The American Bankers Association, Long
Island University, September 7, 1967, Revised 10/2/67,
pp. 11-12.)
(footnote continued on next page)

5,332

10.1

4,842

9.1

2,140

-Relative

(53,024=100)
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aid higher income families more than lower in-

come families, though amortization of principal

and interest combined weighs more heavily in

aid higher income families more than lower income families, though amortization of principal
and interest combined weighs more heavily in
the budget of low income families because their
value-income ratiqs are so much higher and financing shorter (see Table 3-A).43 On the other

hand, it must also be considered that easy mOlley
policies will reduce the selectivity of mortgage
lendets and the rationing of credit to the poorer
risks such as moderate income families demanding low-downpayment 10ans. H

Moreover, "in the case of new, I-family homes built for
sale, for example. an average of 95 out of every 100 dwellings sold in 1965 used mortgage credit to some degree.
with the average credit transaction involving a loan of
nearly $19,000 (excluding finance charges), or almost 88
percent of the average purchase price."
(U.S. Senate, Subcommittee on Housing and Urban Affairs,
A Study of Mortgage Credit, U.S. Government Printing
Office, Washington, D. C., 1967, p. 6.)

cept of the DC-function is a' and that of amortizalion
function (L/V)c'r / (1- (I +r)-m). The intercepts are S176.96
and 6,219.28(.06/.833958) or S447.45 respecti\'Cly. The relative sharcs of amortization and operating costs at thc
intercept are therefore 72 and 28 pcrccnt. .\s incomc grows.
thc share of "capital costs" therefore declines from 72
pcrccnt to 57 percent and that of operating expenscs
grows at the limit from 28 pcrccnt to 43 pcrccnt. This
implies that under equal mortgage terms, the weight not
onry of total "capital costs" or principal alonc. but also of
intcrest would declinc with incomc. In that case a lowinterest policy would therefore favor low income mort·
gagors more Ihan others. ;\Iote Ihat thc above translation
of monthly into annual mortgagc payments by multiplication by 12 is not objectionable since all othcr expcnses
may be assumed to be similarly spaced or centered at the
middle of the year and sincc, of COllrse, no discounting is
cmployed within the span of a year by thc agcncies gathcring thcse annual statistics .

the budget of low income families because their

value-income ratios are so much higher and fi-

nancing shorter (see Table 3-A).43 On the other

hand, it must also be considered that easy money

policies will reduce the selectivity of mortgage

lenders and the rationing of credit to the poorer

risks such as moderate income families demand-

ing low-downpayment loans.44

Moreover, "in the case of new, 1-family homes built for

sale, for example, an average of 95 out of every 100 dwell-

ings sold in 1965 used mortgage credit to some degree,

with the average credit transaction involving a loan of

nearly $19,000 (excluding finance charges), or almost 88

percent of the average purchase price."

(U.S. Senate, Subcommittee on Housing and Urban Affairs,

A Study of Mortgage Credit, U.S. Government Printing

Office, Washington, D. C, 1967, p. 6.)

43. Reflecting the slow rise of value with income, the ratio

of the slopes of amortization and operating expense func-

tions is less than the ratio of their intercepts. From the

equation for THE, it can be seen that the slope of the

function for OC is b' and that of the "capital cost" func-

tion is (L/V)d'r/(1- (l+r)-m). With L/V = 1, r = 6 per-

cent, and m = 30 years, or rather r = i/2 percent, and

m = 360 months, the respective slope values are .05107

and .9282(.005/.833958) monthly or .9282(.06/.833958) =

4!l. Reflecting the slow rise of value with income, the ratio
of the slopes of amortization and operating expense functions is less than the ratio of their intercepts. From the
equation for THE, it can be seen that the slope of the
function for OC is b' and that of the "capital cost" funcI, r
6 pertion is (L/V)d'r/(I- (I+r)-m). With L/V
Y2 percent, and
cent, and m = 30 years, or rather r
m
360 months, the respective slope values are .05107
and .9282(.005/.833958) monthly or .9282(.06/.833958) =
.06678 annually. At the limit the ratio between "capital
costs" and OC will therefore be .06678/ .05107 or 1.31. This
implies shares of 57 and 43 percent respectively. The inter-

=

=

=

=

44. Cf. U.S. Senatc, Subcommittcc on HOllsing and Urban
.\ffairs. ibid., p. 13.

.06678 annually. At the limit the ratio between "capital

costs" and OC will therefore be .06678/.05107 or 1.31. This

implies shares of 57 and 43 percent respectively. The inter-

cept of the OC-function is a' and that of amortization

function (L/V)c'r/(1- (l + r)-m). The intercepts arc $176.96

TABLE 3. !Size and Composition of Total Annual Housing Expenses in 1963 on the Assumption of 100 Percent
Mortgage Financing at 6 Percent Interest for Selected Income (Y) Levels
(A) Size in Dollar Amounts

and 6,219.28(.06/.833958) or S447.45 respectively. The rela-

tive shares of amortization and operating costs at the

Y

V

V/Y

OC

P

P+I*

THE

(THE/V)
Percent

Terms
(Yrs.)

intercept arc therefore 72 and 28 percent. As income grows,

the share of "capital costs" therefore declines from 72

percent to 57 percent and that of operating expenses

2,000
3,000
4,000

8,076
9,004
9,932

4.04
3.00
2.48

279
330
381

404
450
497

291
325
358

695
775
855

974
1,105
1,236

48.7
36.8
30.9

20

5,000
6,000

10,860
11,788

2.17
1.96

432
483

434
472

407
440

841
912

1,273
1,395

25.5
23.3

25

7,000
8,000
9,000
10,000
12,000
14,000

12,717
13,645
14,!;i73
15,501
17,358
19,214

1.82
1.71
1.62
1.55
1.45
1.37

534
586
637
688
790
892

424
455
486
517
579
640

492
527
563
599
671
743

916
982
1,049
1,116
1,250
1,383

1,450
1,568
1,686
1,804
2,040
2,275

20.7
19.6
18.7
18.0
17.0
16.3

30

grows at the limit from 28 percent to 43 percent. This

implies that under equal mortgage terms, the weight not

only of total "capital costs" or principal alone, but also of

interest would decline with income. In that case a low-

interest policy would therefore favor low income mort-

gagors more than others. Note that the above translation

of monthly into annual mortgage payments by multiplica-

tion by 12 is not objectionable since all other expenses

may be assumed to be similarly spaced or centered at the

middle of the year and since, of course, no discounting is

* In the text this is called "capital costs" or annual amortization payment.

employed within the span of a year by the agencies gather-

ing these annual statistics.

(6) Percentage Distribution of the Components of Total Housing Expenses

44. Cf. U.S. Senate, Subcommittee on Housing and Urban

Affairs, ibid., p. 13.

TABLE 3. Size and Composition of Total Annual Housing Expenses in 1963 on the Assumption of 100 Percent

Mortgage Financing at 6 Percent Interest for Selected Income (Y) Levels

(A) Size in Dollar Amounts

(THE/Y)

Y

2,000

3,000

4,000

5,000

6,000

7.000

8.000

9,000

10,000

12,000

OC
P
I

29
42
29

30
41
29

31
40
29

34
34
32

34
34
32

37
29
34

37
29
34

38
29
33

38
29
33

39
28
33

39
28
33

TOTAL

100

100

100

100

100

100

100

100

100

100

100

Terms

Y

V

V/Y

OC

P

1

Glossary

Y = Total Annual Family Income
V = Home Value as a Function of Income
OC Annual Home Operating Expenses as a Function of V and hence Y
P = Average Annual Repayment of Principal on a Mortgage with Specified Term
.
l=Average Annual Interest Component in the Constant Annual Amortization Payment to Maturity
THE = Total Annual Housing Expenses = OC
P
I.

=

+ +

P+l*

Original from

THE

Percent

(Yrs.)

2,000

8,076
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14,000

withm each class. 1£ the terms of financing are

(EXPENSE RATE LIMITS)
HOUSING
EXPENSE

controlled, the covariance between the value and
operating expenses of homes owned by each in-

30%

(EXPENSE RATE LIMITS)

come group, as well as the respective own vari-

'1,600

ances, would still be required to build up such

$1,600

2,000 4,000 6,000 8,000 10,000 12,000

TOTAL ANNUAL FAMILY INCOME IN 1963

1,400

an estimate_ From FHA data we observe a co-

1,200

efficient of variation (standard deviation over
mean) of about 16 percent for housing expenses

FIGURE 1. Housing Expense Functions with Mortgage

Maturities (m), Home Values and Operating Expenses

Linked to Income

/i........./

The total housing expense function, THE,

describes mean relations with a hitherto unspeci-

fied variance. Our estimates merely linearize

point observations based on group medians (V)

or averages (OC) with a degree of reliability

given by R-, but they of course do not yield an

estimate of the variance of housing expenses

1,000

~..i l

as a whole. 4a For our estimate we reduce this to

//

10 percent 46 since maturity, loan-value ratio, and

,,--:•••. 1..••

interest rates are controlled in our estimates,

••' Ir

~
.~.

45. Open classes at the upper and lower end preclude

completely precise calculations, but it appears that the

A relatively low coefficient of variation is drawn from the

coefficient of variation for existing homes rises only slight-

FHA data to make some allowance for the fact that "much

ly with the income class of mortgagors from approxi-

mately 15 percent to 20 percent. We therefore assume a

constant 16 percent for the lower income classes in which

THE = OC+ P + I
TOTAL HOUSlNG EXPENSE
(THE) = OPERATING COSTS
(OC) PLUS INTEREST (t)
AND PRINCIPAL (P) ItS A
FUNCTION OF MORTGAGE

we are primarily interested. Skewness in the percentage

distribution of total housing expenses by income classes

can not be observed, though on a priori grounds one

might suspect a tail of positive deviations set against a

MATURITY (m).

tighter cluster of negative deviations from the mean.

of the variation in housing-income relations observed
occurs because of mixture of (transitory and normal) components in the income variable used to estimate housingincome relations."

(Housing and Home Finance Agency, Seventeenth Annual

(Cf. M. G. Reid, op. cit., pp. 37, 374.)

Report, 1963, U.S. Government Printing Office, 1964, p.

153.)

2,000

4,000

8,000

8,000

10,000

12,000

within each class. If the terms of financing are

controlled, the covariance between the value and

TOTAL ANNUAL FAMILY INCOME

IN 1963

operating expenses of homes owned by each in-

come group, as well as the respective own vari-

ances, would still be required to build up such

an estimate. From FHA data we observe a co-

FIGURE 1. Housing Expense Functions with Mortgage
Maturities (m), Home Values and Operating Expenses
Linked to Income

If identification of families by their income is to be mean-

ingful for policy purposes. such as income redistribution,
they must be thought of as being classified by their normal rather than their current income, which may contain

efficient of variation (standard deviation over

transitory components.

mean) of about 16 percent for housing expenses

as a whole.45 For our estimate we reduce this to

10 percent40 since maturity, loan-value ratio, and

interest rates are controlled in our estimates,

A relatively low coefficient of variation is drawn from the

FHA data to make some allowance for the fact that "much

of the variation in housing-income relations observed

occurs because of mixture of (transitory and normal) com-

ponents in the income variable used to estimate housing-

income relations."

(Cf. M. G. Reid, op. cit., pp. 37, 374.)

The total housing expense function, THE,
describes mean relations with a hitherto unspecified variance. Our estimates merely linearize
point observations based on group medians (V)
or averages (OC) with a degree of reliability
given by R2, but they of course do not yield an
estimate of the variance of housing expenses

transitory components.

46. A constant coefficient of variation is justified only if

the logarithms of the original variables are homoscedastic.

If the present specification of the coefficient of variation

is correct, any linear regression of untransformed variables

would therefore have failed to deal with the problem of

hctcroscedasticity. Even though we regressed median or

average values of V and OC in each income class on the

average income therein, and did not use observations on

individual homes, heteroscedasticity may have troubled

our estimates. Since our observations, especially in the

value-income relation, fall however very close to the re-

gression line, the slight bias that could conceivably be

the logarithms of the original variables are homoscedastic.
If the present specification of the coefficient of variation

is correct, any linear regression of un transformed variables
would therefore have failed to deal with the problem of

average values of V and OC in each income class on the

ingful for policy purposes, such ns income redistribution,

mal rather than their current income, which may contain

A constant coefficient of variation is justified only if

hetcroscedasticity. Even though we regressed median or

If identification of families by their income is to be mean-

they must be thought of as being classified by their nor-

46.

45. Open classes at the upper and lower end preclude
completely precise calculations, but it appears that the
coefficient of variation for existing homes rises only slightly with the income class of mortgagors from approximately 15 percent to 20 percent. We therefore assume a
constant 16 percent for the lower income classes in which
we are primarily interested. Skewness in the percentage
distribution of total housing expenses by income classes
can not be observed, though on a priori grounds one
might suspect a tail of positive deviations set against a
tighter cluster of negative deviations from the mean.
(Housing and Home Finance Agency, Seventeenth Annual
Report, I 96!J, U.S. Government Printing Office, 1964, p.
15!J.)

average income therein, and did not use observations on
individual homes, heteroscedasticity may have troubled
our estimates. Since our observations, especially in the
value-income relation, fall however very close to the regression linc, the slight bias that could conceivably be
avoided through a log-transformation would hardly be
worth the loss in simplicity afforded by a lineal" rule of
thumb for gauging V and OC relations between income
levels.

avoided through a log-transformation would hardly be

worth the loss in simplicity afforded by a linear rule of

thumb for gauging V and OC relations between income

levels.
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and they therefore do not represent sources of

and they therefore do not represent sources of
variation. 47
Having specified the distribution of housing
expenses for all income classes, an expense rate
of 25 percent can be designated 48 beyond which

variation.47

Having specified the distribution of housing

expenses for all income classes, an expense rate

of 25 percent can be designated48 beyond which

47. Note that if the coefficient of variation of total housing

expenses (THE) is 16 percent, the sum of the coefficients

of its components operating expenses (OC) and mortgage

payments (P + I) weighted by their relative importance in

the total will have to be larger if the covariance of the

expense elements is less than 1. For instance, even if the

coefficient of variation for both OC and (l' + I) is assumed

to be .20 and the weights are a = .3 and (1 âa)r=.7 respec-

tively (cf. Table 3-B), the covariance between these two

terms is still positive as shown below. This would suggest

that the coefficient of variation of THE might have to be

increased when interest is reduced from 6 percent in our

experiments, and the size of controlled expenses declines

while other expenses are unchanged. To avoid having to

qualify our comparisons with too many ceteris imparibus,

we kept the coefficient at 10 percent throughout.

We use standard notation for estimated values of co-

variance, standard deviation, and mean. The definitions

47. Note that if the coefficient of variation of total housing
expenses (THE) is 16 percent, the sum of the coefficients
of its components operating expenses (OC) and mortgage
payments (P +1) weighted by their relative importance in
the total will have to be larger if the covariance of the
expense elements is less than 1. For instance, even if the
coefficient of variation for both OC and (P+I) is assumed
to be .20 and the weigh ts are a =.3 and (1- a) = .7 respec·
tively (d. Table 3-B), the covariance between these two
terms is still positive as shown below. This would suggest
that the coefficient of variation of THE might have to be
increased when interest is reduced from 6 percent in our
ex periments. and the size of controlled expenses declines
while other expenses are unchanged. To avoid having to
qualify our comparisons with too many ceteris impariblls,
we kept the coefficient at 10 percent throughout.
We use standard notation for estimated values of co·
variance. standard deviation. and mean. The definitions
and assumptions are:

and Nssumptions are:

THE = OC + (P+I)

"'TH = mO *m(P + I) = '"TH 4 (1 -Â»)-TH

where a = .30.

STH = ""TH

SQ â =NmO= .oomTH

Sl* + l = ""(P+I) = ""'TH.

48. FHA expresses total housing expenses as a percentage

THE = OC + (P+I)
"'TH
mo + m(p+I)
R"'TH ' (I-R)mTH
where a = .30.
STH
.tomTH
80
.~nIO= .oomTH
81'+1
.~nl(p+I)
·""'TH.

=

=
=

=

=

=

of effective or expected future permanent or continuous

income which is on the average about 89 percent of total

current family income. An expense limit of 2~i percent in

terms of the latter therefore equals 28 percent in terms

of the former. On existing homes, median expense ratios

as calculated by FHA were above 28 percent for mortgagors

with annual effective incomes below $4,800 in 1966, and

12 percent of all mortgagors insured in that year had

expense ratios in excess of 28 percent. In the lower income

classes, the average loan-value ratio on existing homes was

93 percent, rather than 100 percent as assumed in our

estimates. Since only cash outlays are considered by FHA,

the comparable expense rates in terms of our estimates

would therefore he approximately 5 percent or 1.4 per-

centage points higher, if amortization accounts for 70

percent of total housing expenses. The percentage of fam-

ilies with total housing expenses exceeding 28 percent of

effective income has almost doubled since 1960.

(U.S. Department of Housing and Urban Development,

Annual Report 1966, Statistical Appendix, U.S. Govern-

ment Printing Office, Washington, D.C., forthcoming,

Tables S5. 39b, 40b.)

homeownership is not considered feasible with-

out dissaving or the application of previously

accumulated net worth to housing.40 On this

basis, it can then be estimated what percentage

of families are able to afford homeownership by

integrating over the appropriate interval on the

normal curve.

For instance, from the equations for OC and

V a homeowning family with income of $4,000

is typically found to have a house valued at

$9,932. Its operating expenses will be $381 an-

48. FHA expresses total housing expenses as a percentage
of effective or expected future permanent or continuous
income which is on the average about 89 percent of total
current family income. An expense limit of 25 percent ill
terms of the latter therefore equals 28 percent in terms
of the former. On existing homes. median expense ratios
as calculated by FHA were above 28 percent (or mortgagors
with annual effective incomes below $4,800 in 1966, and
12 percent of all mortgagors insured in that year had
expense ratios in excess of 28 percent. In the lower income
classes. the average loan-value ratio on existing homes was
93 percent. rather than 100 percent as assumed in our
estimates. Since only cash outlays are considered by FHA,
the comparable expense rates in terms of our estimates
would therefore be approximately 5 percent or 1.4 percentage points higher, if amortization accounts for 70
percent of total housing expenses. The percentage of families with total housing expenses exceeding 28 percent of
effective income has almost doubled since 1960.
(U.S. Department of Housing and Urban Development.
Annual Report 1966, Statistical Appendix, U.S. Government Printing Office, Washington, D.C., forthcoming,
Tables 35. 39b, 40b.)

homeownership is not considered feasible without dissaving or the application of previously
accumulated net worth to housing. 49 On this
basis, it can then be estimated what percentage
of families are able to afford horneownership by
integrating over the appropriate interval on the
normal curve.
For instance, from the equations for OC and
V a homeowning family with income of $4,000
is typically found to have a house valued at
$9,932. Its operating expenses will be $381 annually and THE is $878 at 0 percent interest,
$1,043 at 3 percent, and $1,236 at 6 percent, if
100 percent debt finance is assumed. By assumption, THE may not exceed 25 percent of $4,000,
or $.1 ,000, if homeownership is to be feasible.
Since the coefficient of variation is 10 percent,
the t-Value for any of the THE amounts calculated for this income level is simply t = 10(1,000
-THE)/THE. For example, if no interest is
charged, t = 1.39. From a table of areas under
the normal curve, going from - 0 0 to 1.39, it is
seen that this implies that 92 percent of families
with incomes of $4,000 in 1963 would have to
pay no more than 25 percent of their income to
cover housing expenses if no interest is charged.
In the same way. it can be found that the above
percentage shrinks to 34 percent if interest is
3 percent. and to 3 percent if 6 percent interest
is asked.
Through such calculations and interpolation
between class boundaries to cover specified income ranges, the feasibility of homeownership as
defined can be established for all income groups
at different interest rates. terms-to-maturity, and
loan-value ratios. Through appropriate weighting. the measures obtained for each group can be
combined. Multiplying the percentage of families
able to afford homeownership in each class by
the percentage of all nonfarm families falling
into it and adding the results, as in Table 4,
gives a total measure of the impact of various

49. Though in the text we are exclusively concerned with
the application of previously accumulated net worth,
annual current changes therein by income classes may
yield some indication of the safety margins which may
develop over the period of homeownership provided most
people in low income classes are not just suffering transitory negative deviations from permanent income. In 1960,
cIITrent net worth changes are positive only for families
with incomes in excess of $6,000 according to line 3 of
Appendix A.

riginal from

nually and THE is $878 at 0 percent interest,

$1,043 at 3 percent, and $1,236 at 6 percent, if

100 percent debt finance is assumed. By assump-

tion, THE may not exceed 25 percent of $4,000,

or $.1,000, if homeownership is to be feasible.

Since the coefficient of variation is 10 percent,

Subsidized Mortgage Financing

13 NIVERSITY OF MINNESOTA

forms of financing on the percentage of all non-

farm families eligible for homeownership.

It can be seen from Table 4 that reducing

interest rates or lengthening terms affects the

forms of financing on the percentage of all nonfarm families eligible for homeownership.
It can be seen from Table 4 that reducing
interest rates or lengthening terms affects the
feasibility of homeownership only for families
with incomes below $8.000. Assuming mortgage
terms rise with income. lowering interest rates
from 6 percent to 3 percent and 0 percent re-

duces the income limits of the group in which
a majority of families (at least 50 percent) still
qualify for homeownership from $5.000-$5.999
to $4.000-$4.999 and $3.000-$3.999 respectively.
Note that. according to Table 2. a much higher
percentage of the lowest income families actually
own homes than can afford to do so when a 6
percent mortgage equal to the initial purchase

feasibility of homeownership only for families

with incomes below $8,000. Assuming mortgage

terms rise with income, lowering interest rates

from 6 percent to 3 percent and 0 percent re-

duces the income limits of the group in which

a majority of families (at least 50 percent) still

TABLE 4. The Percentage of Families Within Each Income Class and the percentale of All Families and of
Families With Head Under 35 Years of Age Eligible for Homeownership in 1963 on the ssumption of 100 Percent
Mortgage Financing Over Different and Equal Terms at Various Interest Rates
(A) The Percentage of Families Within Each Income Class Eligible Under the 25 percent Expense Rate Limit

qualify for homeownership from $5,000â$5,999

to $4,000â$4,999 and $3,000â$3,999 respectively.

Note that, according to Table 2, a much higher

percentage of the lowest income families actually

own homes than can afford to do so when a 6

percent mortgage equal to the initial purchase

TABLE 4. The Percentage of Families Within Each Income Class and the Percentage of All Families and of

Families With Head Under 35 Years of Age Eligible for Homeownership in 1963 on the Assumption of 100 Percent

Mortgage Financing Over Different and Equal Terms at Various Interest Rates

(A) The Percentage of Families Within Each Income Class Eligible Under the 25 percent Expense Rate Limit

Total Annual

Family

Income (Y)

Percentage of

Families in

Total Annual
Family
Income CVl
Column
Under $1000

1000 - 1499
1500 - 1999
2000 - 2499
2500 - 2999
3000- 3499
3500- 3999
4000 - 4999
5000 - 5999
6000 - 6999
7000- 7999
$8000+ Over

Percenta~e

of

Families '"
Each Class

100
100
100
100
100
100
100
100
100
100
100
100

Terms Rise With Income
I nterest Rateo Percent 3 Percent 6 Percent

(1)

(2) Terms Always Equal to 30 Yrs.

I nterest Rate =
o Percent 3 Percent

1

2

3

4

5

d
0
0
3
20
53
83
98
100
100
100
100

0
0
0
0
1
7
22
68
99
100
100
100

0
0
0
0
0
0
2
22
61
89
99
100

0
0
8
46
86
99
100
100
100
100
100
100

0
0
0
2
17
50
80
97
100
100
100
100

6 Percent
6

0
0
0
0
0
3
11
39
79
95
99
100

Each Class

(1) Terms Rise With Income

(8) The Percentage of All NonFarm Families Eligible For Homeownership
Interest Rate =

0 Percent 3 Percent 6 Percent

(2) Terms Always Equal to 30 Yrs.

Interest Rate =

0 Percent 3 Percent 6 Percent

Column

Under$1000

1000- 1499

1500- 1999

2000- 2499

2500- 2999

3000- 3499

3500- 3999

4000- 4999

v

Distribution

Column
Under $1000

1000 - 1499
1500 -

1999

2000- 2499
2500- 2999
3000 - 3499
3500- 3999
4000- 4999
5000- 5999
6000- 6999
7000- 7999
$8000+ Over
TOTAL

7

3.3
2.9
3.3
4.0
3.5
4.4
4.1
8.9
11.2
10.5
9.4
34.5
100

o Percent
lx7

0
0
0
.12
.70
2.33
3.40
8.72
11.20
10.50
9.40
34.50
80.87

3 Percent
2x7

6 Percent
3x7

0
0
0
0
.04
.31
.90
6.05
11.09
10.50
9.40
34.50
72.79

0
0
0
0
0
0
.08
1.96
6.83
9.35
9.31
34.50
62.03

3 Percent
5x7

6 Percent
6x7

0

0

0

.26
1.84
3.01
4.36
4.10
8.90
11.20
10.50
9.40
34.50
88.07

0
.08
.60
2.20
3.28
8.63
11.20
10.50
9.40
34.50
80.39

0
0
0
.13
.45
3.47
8.85
9.98
9.31
34.50
66.69

3 Percent
5x8

6 Percent
6x8

o Percent
4x7

0

0

0

5000- 5999

6000- 6999

(e) The Percentage of All Families With Head Under

35 Years of Age Eligible For Homeownership

7000- 7999

$8000+ Over

100

100

100

100

100

100

100

100

100

100

100

100

Y
Column
Under $1000

1000 - 1499
1500 - 1999
2000- 2499
2500 - 2999
3000 - 3499
3500- 3999
4000- 4999
5000 - 5999
6000 - 6999
7000- 7999
$8000+ Over
TOTAL

Distribution·
8

3.8
2.7
2.9
4.0
3.5
5.5
4.9
10.9
13.6
12.9
10.6
24.7
100

o Percent
lXS

0
0
0
.12
.70
2.92
4.07
10.68
13.60
12.90
10.60
24.70
80.29

3 Percent
2XS

6 Percent
3x8

o Percent

0
0
0
0
.04
.39
1.08
7.41
13.46
12.90
10.60
24.70
70.58

0
0
0
0
0
0
.10
2.40
8.30
11.48
10.49
24.70
57.47

0
0
.23
1.84
3.01
5.45
4.90
10.90
13.60
12.90
10.60
24.70
88.13

4x8

0
0
0
.08
.60
2.75
3.92
10.57
13.60
12.90
10.60
24.70
79.72

0
0
0

0

0

.17

.54
4.25
10.74
12.26
10.49
24.70
63.15

0

0

0

3

20

53

• Derived from U.S. Bureau of the Census. Current Population Reports: Consumer Income, Series P·60, No. 43, September 29, 1964,
p. 22. The income of 1963 is shown for families as of March 31, 1964.
From Census publications it cannot be determined how median home values within income classes varied with the aee of the
head of the family Vounger families may have an incentive to buy newer homes in "better" areas if they do not want to move
in the foreseeable ·future. Hence, they may on balance own homes of sliihtly higher value than the median for all families In
any given income class, but no adjustment was made.

83

98

100

100

100

100

0
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price or assessed value has to be repaid and all

other housing expenses have to be met out of

current income and without recourse to net

worth. In 1963 median nonfarm family income

was $6,427, and 34.4 percent of all nonfarm fam-

ilies earned less than $5,000, 25.5 percent less

than $4,000, and 17.0 percent less than $3,000.

While without subsidization, the lowest third of

families was not generally able to own homes;

reducing the interest rate from 6 to 3 percent

cuts this fraction to a quarter. Charging 0 per-

cent still leaves about one-sixth ineligible unless

through government subsidies50 30 year terms can

be offered to all classes whereupon only 13.5 per-

cent remain disqualified.

Looking not at single border classes and what

is above and below, but considering the whole

range of incomes, a similar picture emerges. As

interest rates are cut in the two steps described,

the percentage of all nonfarm families qualifying

for homeownership rises from 62 percent to 73

percent and 81 percent if different mortgage ma-

turities are assumed, and from 67 percent to 80

percent and 88 percent if 30 year financing is

allowed for all. As Table 4 shows, the equivalent

percentages for families headed by persons less

than 35 years old are generally about 2 percent-

age points lower because the concentration of

these families in the income groups below $4,000

is somewhat greater (27.3 percent as compared to

25.5 percent) than that of all nonfarm families.31

In all previous calculations it was assumed

that interest payment subsidies were not limited

to new home buyers. To show how such a re-

striction would curtail the progressive impact of

the program, one may quickly refer back to Fig-

ure 1 and consider the case of 30 year financing

at zero interest. New homes start at $12,500, a

value associated with an income of just below

$6,800 according to the estimated relation. A

vertical dashed line has been drawn at this level

to indicate from what point 30 year mortgages

begin to be available even on conventional terms.

If one goes from the point where this line inter-

price or assessed value has to be repaid and all
other housing expenses have to be met out of
current income and without recourse to net
worth. In 1963 median nonfarm family income
was $6,427, and 34.4 percent of all nonfarm families earned less than $5,000, 25.5 percent less
than $4,000, and 17.0 percent less than $3,000.
While without subsidization, the lowest third of
families was not generally able to own homes;
reducing the interest rate from 6 to 3 percent
cuts this fraction to a quarter. Charging 0 percent still leaves about one-sixth ineligible unless
through government subsidies 50 30 year terms can
be offered to all classes whereupon only 13.5 percent remain disqualified.
Looking not at single border classes and what
is above and below, but considering the whole
range of incomes, a similar picture emerges. As
interest rates are cut in the two steps described,
the percentage of all nonfarm families qualifying
for homeownership rises from 62 percent to 73
percent and 81 percent if different mortgage maturities are assumed, and from 67 percent to 80
percent and 88 percent if 30 year financing is
allowed for all. As Table 4 shows, the equivalent
percentages for families headed by persons less
than 35 years old are generally about 2 percentage points lower because the concentration of
these families in the income groups below $4,000
is somewhat greater (27.3 percent as compared to
25.5 percent) than that of all nonfarm families. 51
In all previous calculations it was assumed
that interest payment subsidies were not limited
to new home buyers. To show how such a restriction would curtail the progressive impact of
the program, one may quickly refer back to Figure I and consider the case of 30 year financing
at zero interest. New homes start at $12,500, a

value associated with an income of just below
$6,800 according to the estimated relation. A
vertical dashed line has been drawn at this level
to indicate from what point 30 year mortgages
begin to be available even on conventional terms.
If one goes from the point where this line intersects the zero interest line (OC&P) horizontally
over to the left, one crosses the 20 percent, 25 percent, and 30 percent expense rate limits at incomes of $4,700, $3,800, and $3,200 respectively.
Since the coefficient of variation of total housing expenses in each income class is IO percent,
the distance between the 25 percent line and
each of the others is plus or minus two standard
deviations from the mean. Hence 97.7 percent of
the families with incomes of $4,700 can still buy
new homes at zero interest, but only 50 percent
can do so with an income of $3,800, and very
few families can escape the 25 percent expense
rate constraint when income is as low as $3,200.
Interestingly enough, at that level 99 percent are
still able to buy existing homes whose price is
given by the average value-income relation, if
they can do so at zero interest. Family income
must fall below $2,000 before less than I percent
are eligible. Hence, 0 percent interest on new
homes does not extend opportunities for homeownership any further than 3 percent on existing
homes, even when the older houses have to be
financed for shorter terms. Neither form of subsidy reaches the lowest 25 percent of families, but
taking into account the lower value and the lesser
interest subsidy on existing homes, one is only
about one-third as expensive in promoting homeownership of moderate income families as the
other. 52

sects the zero interest line (OC&P) horizontally

over to the left, one crosses the 20 percent, 25 per-

IV. Focusing on the Target Group of Families
Without Significant Net Worth

cent, and 30 percent expense rate limits at in-

comes of $4,700, $3,800, and $3,200 respectively.

Since the coefficient of variation of total hous-

ing expenses in each income class is 10 percent,

the distance between the 25 percent line and

each of the others is plus or minus two standard

deviations from the mean. Hence 97.7 percent of

the families with incomes of $4,700 can still buy

new homes at zero interest, but only 50 percent

can do so with an income of $3,800, and very

few families can escape the 25 percent expense

rate constraint when income is as low as $3,200.

50. These subsidies may take the form of special risk
mortgage insurance financed by general budget appropria.
tions. as was originally proposed by Senator Sparkman.
(United States Senate. Committee on Banking and Cur.
rency, "Housing and Urban Development Act of 1967Report to Accompany S.2700," U.S. Government Printing
Office. Washington. D.C .. November 28. 1967. p. 111. See
also section 104 of the Housing and Urban Development
Act of 1968.)

Interestingly enough, at that level 99 percent are

still able to buy existing homes whose price is

given by the average value-income relation, if

they can do so at zero interest. Family income

must fall below $2,000 before less than 1 percent

are eligible. Hence, 0 percent interest on new

51. Needless to say. young homeowners are generally up·
wardly mobile and rarely expect to remain in given income classes indefinitely. though their future income
expectations are likely to be vague.
(Cf. J. N. Morgan. op. cit., p. 306.)

The past findings were based on the condition
that previously accumulated net worth cannot be
used to acquire home-equities or to finance hous52. Figure I also shows that at 6 percent interest (line
OC+P+I). very few families with income below $5.000
could afford new homes. This would imply that almost
40 percent are excluded. If our criteria are accepted. the
assertion that "private enterprise has built homes within
the reach of at least 75 percent of the nation's families
(in 1947)" therefore appears unjustifiably sanguine. (Leo
Grebler. Production of New Housing, Social Science Research Council. New York. 1950. pp. 149-52.)
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homes does not extend opportunities for home-

ownership any further than 3 percent on existing

homes, even when the older houses have to be

financed for shorter terms. Neither form of sub-

sidy reaches the lowest 25 percent of families, but

taking into account the lower value and the lesser
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ing expenses including amortization payments.

Clearly these constraints should not be applied

to all families if realistic estimates of the quali-

ing expenses including amortization payments.
Clearly these constraints should not be applied
to all families if realistic estimates of the qualifications for homeownership are to be derived.
We therefore define the target group as nonfarm
families in lower income classes with net worth
below $1,000 in 1962. 53 By restricting the net

fications for homeownership are to be derived.

We therefore define the target group as nonfarm

families in lower income classes with net worth

below S1,000 in 1962.53 By restricting the net

53. Net worth distributions by income classes have been

calculated as of December 31, 1962 by Dorothy S. Projector

and Gertrude S. Weiss for the Board of Governors of the

Federal Reserve System. Their Survey of Financial Charac-

teristics is based on consumer units which are families or

unrelated individuals as defined by the Bureau of the

Census. The percentage of families with net worth under

$1,000 is therefore overstated by using this data, particu-

larly for families with heads below 35 years of age. The

inclusion of farm families, however, probably creates an

opposite bias since relative to nonfarm families, they have

lower incomes but higher net worth. Lesser personal effects

such as furniture and appliances are not included in net

worth as measured. Negative net worth, which is not

broken down into size classes in the source followed, is

not held to be an obstacle to homeownership at 100 per-

cent mortgage financing, although substantial negative net

worth might very well infringe upon the ability of low-

income homeowners to meet their mortgage payments.

$1,000 is the approximate value of a three-year-old used car.

Families with net worth below $1,000 and low incomes

cannot normally own homes unless they have acquired

VA- or FHA-mortgage insurance on low downpayment

loans in the years just preceding 1962, so that they have

not yet had time to accumulate substantial equities. If

amortization is made in constant monthly payments over

the life of the mortgage, the proportion of the payment

going towards reduction of principal in the first few years

is very small. With 100 percent initial mortgage financing

at 6 percent, home equities are built uri to 10 percent, or

$1,000 on low-income homes valued at $.0,000, only in the

seventh year after endorsement if the value of the home

remains constant. If it rises at the annual rate of 2 percent,

such equities are already achieved after three years and

even slightly sooner if interest rates are lower. According

to Projector, op. cit,, p. 110, only 9 percent of families

with net worth below $1,000 owned a house as compared

to 57 percent of all families.

In terms of FHA's estimate of effective income, which is

about 89 percent of total current family income, the in-

vestment of mortgagors with annual family incomes below

$6,000 who acquired existing homes in 1966 did not exceed

$1,000 in over 85 percent of all cases. By contrast, at least

65 percent of all FHA-insurcd homebuyers with incomes

over $12,000 invested more than $1,000.

(U.S. Department of Housing and Urban Development,

Annual Report 1966, U.S. Government Printing Office,

Washington. D. C., 1968, Table 40b.)

Asset holdings by income and age groups are also analyzed

by the Survey Research Center of the University of Michi-

gan in its Survey of Consumer Finances. A special tabu-

lation from this source is included in National Association

of Real Estate Boards, Housing Quality and Income,

Washington, D. C. 1964, pp. 21-31.

worth of low-income families, we reduce the

chances of considering families for homeowner-

:is. Net worth distributions by income classes have been
calculated as of December 31, 1962 by Dorothy S. Projector
and Gertrude S. Weiss for the Board of Governors of the
Federal Reserve System. Their Survey of Financial Characteristics is based on consumer units which are families or
unrelated individuals as defined by the Bureau of the
Census. The percentage of families with net worth under
51.000 is therefore oVl'[stated by using this data. partiClIlarly for families with heads below 35 years of age. The
inclusion of farm families, however, probably creates an
opposite hias since rdative to nonfarm families, they ha\e
lower incomes but higher net worth. Lesser personal effects
such as furnilure and appliances are not included in net
worth as measured. Negative net worth, which is not
broken down into size classes in the source followed, is
not held to be an obstacle to homeownership at 100 percent mortgage financing. although substantial negative net
worth might very well infringe upon the ability of lowincome homeowners to meet their mortgage payments.
S 1.000 is the approximate value of a three-year-old used car.
Families with net worth below $1,000 and low incomes
cannot normally own homes unless they have acquired
VA· or FHA·mortgage insurance on low downpayment
loans in the years just preceding 1962. so that they have
1101 yel had lime 10 accumulale substanlial equities. If
amortization is made in constant monthly payments over
the life of the mortgage, the proportion of the payment
going towards reduction of principal in the first few years
is very small. With 100 percent initial mortgage financing
at 6 percent. home equities are built ut) to 10 percent, or
$1,000 on low-income homes valued at ~.l),OOO. only in the
seventh year after endorsement if the value of the home
remains constant. If it rises at the annual rate of 2 percent.
sllch equities arc already achieved after three years and
even slightly sooner if interest rates are lower. According
to Projector. op. cit., p. 110. only 9 percent of families
with net worth below $1,000 owned a house as compared
to 57 percent of all families.
In terms of FHA's estimate of effective income, which is
aboUl 89 percent of total current family income, the investment of mortgagors with annual family incomes below
$6,000 who acquired existing homes in 1966 did not exceed
$1,000 in over 85 percent of all cases. By contrast, at least
65 percent of all FHA-insured homebuyers with incomes
over $12.000 invested more than $1,000.
(U.S. Department of Housing and Urban Development,
Anllual Report 1966, U.S. Government Printing Office.
Washington, D. C., 1968, Table 40b.)
Asset holdings by income and age groups are also analyzed
by the Survey Research Center of the University of Michigan in its SUIlley of COllsumer Finances. A special tabulation from this SOlllTe is included in National Association
of Real Estate Roarcls. Housing Quality and Income,
Washington. D. C. 1964. pp. 21-31.

worth of low-income families, we reduce the
chances of considering families for homeownership subsidies whose current income has temporarily fallen below its normal level or who plan
to reduce their assets in favor of additional consumption. 54
A crosswalk between all nonfarm families and
those with little or negative net worth is provided in Table 5. It shows that the target group
comprises only 23 percent of all nonfarm families,
but 44 percent of those with incomes below
$5,000, where the main expansion in eligibility
for homeowner occurs. Within the target group.
the relative impact of subsidized terms of financing is therefore expected to be greater than previously described in relation to all nonfarm
families, but the absolute numbers involved are
much smaller.
I f one is willing to assume that the distributions of net worth and of total housing expenses
are independent within each income class,1I11 the
percentage of target families rendered eligible
for homeownership can easily be calculated. It is
derived by multiplying the percentage of target
families in each income bracket, given in the last
column of Table 5, by the corresponding percentage of families able to escape the income
constraint under 100 percent mortgage financing
and various terms and interest rates as spelled
out in Table 4-A. The results of this calculation
for the income group principally benefitting and
for all target families combined are shown in
Table 6.

;,)4. Cf. Jean Crockett, "Income and Asset Effects on Consumption: Aggregate and Cross-Section," In: Models of
Income Determination, National Bureau of Economic Research, Princeton 1964. pp. 97-136, esp. 121-3.
55. Strict independence is unlikely since there are good
reasons to believe that families who own homes which
are expensive relative to the median purchase price paid
by families in their income group and/or who spend more
on the operation and upkeep of their homes also have
relatively high net worth. This would imply that those
who could afford a higher downpayment or home-equities,
are most likely to be barred by the income or expense
rate constraint, as calculated with 100 percent mortgage
financing. In other words. the home values and housing
expenses estimated by income classes may be somewhat
generous in relation to that subset of families with net
worth below $1,000.

ship subsidies whose current income has tempo-

rarily fallen below its normal level or who plan

to reduce their assets in favor of additional con-

sumption.54

A crosswalk between all nonfarm families and

those with little or negative net worth is pro-

vided in Table 5. It shows that the target group
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II

TABLE 5. The Income Distribution of Nonfarm Families in 1963 and of Those With Net Worth Below $1,000
as of December 31, 1962*
(A) All NonFarm Families

(V)

Percentage of
Families in
Each Class

Column

1

Below $1000

3.3
2.9
3.3
4.0
3.5
4.4
4.1
8.9
11.2
10.5
9.4
34.5
100

Total Annual
Family Income
TABLE 5. The Income Distribution of Nonfarm Families in 1963 and of Those With Net Worth Below $1,000

as of December 31, 1962*

Fraction with
Net Worth CNW)
Below $1,000
2

Percent of Families with N.W. Below $1,000
ReI. to All
ReI. to Families
Families
With NW Below $1,000
3=1x2

.45
.45
.45
.45
.45
.44
.44
.44
.25
.25
.25
.00

1.5
1.3
1.5
1.8
1.6
1.9
1.8
3.9
2.8
2.6
2.4
0.0
23.1

6.5
5.6
6.5
7.8
6.9
8.2
7.8
16.9
12.1
11.3
10.4
0.0
100

3=lx2

4=3(1/ .483)

(A) All NonFarm Families

Total Annual

Family Income

(Y)

Percentage of

Families in

Each Class

Fraction with

Net Worth (NW)

Below $1,000

Percent of Families with N.W. Below $1,000

Rel. to All

1000 - 1499
1500 - 1999
2000- 2499
2500 - 2999
3000 - 3499
3500 - 3999
4000 - 4999
5000 - 5999
6000 - 6999
7000- 7999
$8000 + Over**
TOTAL

Families

Rel. to Families

With NW Below $1,000

Column

3=1x2

Below $1000

1000- 1499

(B) All Families

With

Head Under 35 Years of Age

Column

3.8
2.7
2.9
4.0
3.5
5.5
4.9
10.9
13.6
12.9
10.6
24.7
100

Below $1000

2000- 2499

2500- 2999

3000- 3499

3500- 3999

4000- 4999

5000- 5999

6000- 6999

7000- 7999

$8000+ Over**

3.3

2.9

2

1

1500- 1999

1000 - 1499
1500 - 1999
2000 - 2499
2500 - 2999
3000 - 3499
3500 - 3999
4000 - 4999
5000- 5999
6000 - 6999
7000 - 7999
$8000+ Over
TOTAL

.86
.86
.86
.86
.86
.82
.82
.82
.44
.44
.44
.00

6.8
4.8
5.2
7.0
6.2
9.3
8.3
18.4
12.4
11.8
9.8
0.0
100

3.3
2.3
2.5
3.4
3.0
4.5
4.0
8.9
6.0
5.7
4.7
0.0
48.3

3.3

4.0

3.5

4.4

4.1

8.9

11.2

10.5

9.4

*Net worth is measured as the estimated market value of own homes, automobiles, equity in business, partnership, or professional practice, and Ii~uid and investment assets excluding cash-in-hand, minus debt secured by owned homes, investment assets,
and life insurance poliCies, and minus personal debt. For a more complete definition see D. S. Projector and G. S. Weiss, Survey
of Financial Characteristics of Consumers. August 1966, pp. 45-8, and 96-7.
The distribution of net worth is given by 1962 family income classes but the expense rate test is based on 1963 income distribution. Though not all families will remain in their 1962 income classes in 1963, the correspondence will be close and the effect
of errors insubstantial since the percentage of families with net worth below $1,000 varies little for Projector's two lowest
income classes 0-2,999 and 3,000-4,999 .
•• Since we are not interested in the small fraction of families (less than 10 percent) with incomes above $8,000 and net worth
below $1,000, we set it equal to zero.

34.5

.45

.45

.45

.45

.45

.44

TABLE 6. The Percentage of Families With Net Worth Below $1,000 in Each Income Class Eligible for
Homeownership in 1963 on the Assumption of 100 Percent Mortgage Financing Over Different and
Equal Terms at Various Interest Rates

.44

.44

.25

.25

.25

.00

1.5

1.3

1.5

1.8

1.6

1.9

1.8

3.9

CAl The Percentage of All Nonfarm Families Eligible for Homeownership
Total Annual
Family Income
CV)
Below $1000

1000 1500 2000 2500 3000 3500 4000 5000 6000 7000 -

2.8

TOTAL

1499
1999
2499
2999
3499
3999
4999
5999
6999
7999

Percenta~e

Families m
Each Class·

6.5
5.6
6.5
7.8
6.9
8.2
7.8
16.9
12.1
11.3
10.4
100

of

(1) Terms Rise With Income
I nterest Rate =
o Percent 3 Percent 6 Percent

0
0
0
.2
1.4
4.3
6.5
16.6
12.1
11.3
10.4
62.8

0
0
0
0
.1
.6
1.7
11.5
12.0
11.3
10.4
47.6

2.6

0
0
0
0
0
0
.2
3.7
7.4
10.1
10.3
31.7

(2) Terms Always Equal to 30 Vrs.
o Percent

3 Percent

6 Percent

0
0
.5
3.6
5.9
8.1
7.8
16.9
12.1
11.3
10.4
76.6

0
0
0
.2
1.2
4.1
6.2
16.4
12.1
11.3
10.4
61.9

0
0
0
0
0
.2
.9
6.6
9.6
10.7
10.3
38.3
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2.4

0.0

6.5

5.6

6.5
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(B) The Percentage of All Families With Head Under 35 Years of Age Eligible for Homeownership
y

(B) The Percentage of All Families With Head Under 35 Years of Age Eligible for Homeownership

Y

Distribution

0 Percent

3 Percent

6 Percent

0 Percent

Below $1000
1000 - 1499
1500 - 1999
2000- 2499
2500- 2999
3000- 3499
3500- 3999
4000- 4999
5000- 5999
6000- 6999
7000- 7999
TOTAL

Distribution

o Percent

3 Percent

6 Percent

o Percent

3 Percent

6 Percent

6.8
4.8
5.2
7.0
6.2
9.3
8.3
18.4
12.4
11.8
9.8
100

0
0
0
.2
1.2
4.9
6.9
18.0
12.4
11.8
9.8
65.2

0
0
0
0
.1
.7
1.8
12.5
12.3
11.8
9.8
49.0

0
0
0
0
0
0
.2
4.0
7.6
10.5
9.7
32.0

0
0
.4
3.2
5.3
9.2
8.3
18.4
12.4
11.8
9.8
78.8

0
0
0
.1
1.1
4.7
6.6
17.8
12.4
11.8
9.8
64.3

0
0
0
0
0
.3
.9
7.2
9.8
11.2
9.7
39.1

3 Percent

6 Percent

*The distribution of nonfann families with net worth below $1,000 and income under $8,000 is obtained from the last column of
Table 5. Multiplying by the corresponding entries for each income class in Table 4. A yields the other columns.

Below $1000

6.8

0

0

0

0

0

0

1000- 1499

4.8

0

0

0

0

0

0

1500- 1999

5.2

0

0

0

.4

0

0

2000- 2499

7.0

.2

It is quite difficult to infer what fraction of
the families rendered eligible for homeownership
through subsidy measures will exercise their- option. A reasonable first assumption might be that
the ratio of actual to potential demand remains
constant. 56 This means, for instance, that if 30
percent of all families were eligible in the past
and 15 percent exercised that demand, then if
60 percent become eligible, 30 percent will do so
over the long run. Empirically, real income and
relative price changes will, of course, always prevent one from directly observing such outcomes
which are determined in isolation from all other
changes as pure subsidy effects.
Potential demand should be considered an
upper bound of actual demand because there are
clearly exogenous reasons such as military service
or anticipated job movements and frequent
changes in residence which would make home-

0

0

3.2

.1

0

2500- 2999

6.2

1.2

.1

0

5.3

1.1

0

3000- 3499

9.3

4.9

.7

0

9.2

4.7

.3

3500- 3999

8.3

6.9

1.8

.2

8.3

56. Although homeownership incentives or the eligibility
-for subsidies may be made perfectly marginal. our definition of the target group did not exclude homeowners
with little net worth and moderate incomes. Assuming
actual increases in homes demanded to be proportional to
the rise in potential demand over the long run. is less
sanguine but probably more realistic than expecting the
gap between owners and renters within the group of fam·
ilies eligible for homeownership to remain constant in
absolute terms.
The assumption of proportionality may therefore be ac·
ceptable for the total percentage of low and moderate
income families owning homes, though it cannot be applied to the very lowest income classes separately where
actual homeownership may exceed potential howeownership as calculated. Elderly families in particular. even
those in the lowest income groups, are quite likely to own
homes. most of which are however no longer mortgaged
and hence represent a substantial element of net worth.
In fact. 55 percent of all consumer units with income
below $3.000 and head over 64 years of age owned homes
in 1962 and almost three·fourths had net worth above
$1,000.
cr. D. C. Projector, op. cit., pp. 96-7. 110-1.

ownership undesirable, even for families who
could easily afford it. In addition, young families
with few or no children may have strong preferences for in-town rental housing, even if their
total housing costs, adjusted for equality of room
space, 57 would be lowered by acquiring homes.
Table 7 shows that if the room space of homes
is assumed to be at least 20 percent greater than
that of rental housing consumed by the same income groups,1I8 ,the economic costs of owned housing will indeed be below that of rental housing.
Homeowning and renting should not, however,
be assumed to be perfectly substitutable ways of
providing housing services. 59 Also for owners

57. Chances are that room space or, more crudely number
of rooms, is more relevant than floor space since the ratio
of common facilities (passages, stairway, storage areas) to
total floor space is likely to be greater for homes, without
this extra being valued very highly. Ceteris paribus, increased room area is, of course, also subject to the law of
diminishing marginal utility.

58. The median number of rooms in owner-occupied units
is 5.5, and in renter.occupied units, 3.9. Even within income classes, the number of rooms in owned units is always
at least 40 percent larger than in rented units.
Cf. U.S. Bureau of the Census, U.S. Census of Housing:
1960, Metropolitan Housing, Final Report HC (2)-1, U.S.

Government Printing Office, Washington, D. C. 1963, pp.
1-3, 1-4.

59. Non-economic motives for homeownership have been
found to be so important as to lead at least one researcher
to conclude that "rental tenure is not a very close substitute for homeownership." "Once they are in homeownership. homeowners are not concerned with the prevailing
money rent level."
Alvin E. Coons and Bert T. Glaze. Housing Market Analysis and the Growth of Nonfarm Home Ownership, Bureau
of Business Research Monograph No. 115, Published by
the Bureau of Business Research, College of Commerce
and Administration, Ohio State University, Columbus,
1963, pp. 88--89.
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there may be extra costs incidental to the choice

of location such as longer commuting times.00

Economic costs are calculated by stipulating a

20 percent land component in total value whose

holding costs are zero, because it is assumed to

appreciate at the annual rate of 6 percent. The

economic life of the structure is taken to be one-

third longer than the mortgage maturity assumed

in each particular case.01 Total cash outlays after

100 percent mortgage financing and the saving

which amortization may require from people

who are normally disinclined to save are also

important in determining the desirability of own-

ing versus renting.02 The ratio of cash costs is

clearly adverse to homeownership. Families whose

income would not normally support saving will

therefore find homeownership inadvisable and

low-equity mortgage financing generally unavail-

able. Unless they have sufficient net worth to

afford large downpayments, homeownership may

therefore be precluded for such families, al-

though on an economic cost basis it might be

60. For careful specifications of residential location models

there may be extra costs incidental to the choice
of location such as longer commuting times. 60
Economic .costs are calculated by stipulating a
20 percent land component in total value whose
holding costs are zero, because it is assumed to
appreciate at the annual rate of 6 percent. The
economic life of the structure is taken to be onethird longer than the mortgage maturity assumed
in each particular case. 61 Total cash outlays after
100 percent mortgage financing and the saving
which amortization may require from people
who are normally disinclined to save are also
important in determining the desirability of owning versus renting. 62 The ratio of cash costs is
clearly adverse to homeownership. Families whose
income would not normally support saving will
therefore find homeownershi p inadvisable and
low-equity mortgage financing generally unavailable. Unless they have sufficient net worth to
afford large downpayments, homeownership may
therefore be precluded for such families, although on an economic cost basis it might be

employing a central "market" and a space function of rent

and transportation costs in relation thereto see: John F.

Kain, The Journey-To-Work as a Determinant of Residen-

tial Location, Rand Corporation Monograph P-2489, De-

cember 1961, pp. 5-16. Also: Richard F. Muth, "The

Spatial Structure of the Housing Market," Papers and

Proceedings of the Regional Science Association, Vol. 7,

1961, pp. 207-210.

advantageous for them, particularly if they need

more space. This situation has produced pressures

61. This means, for example, that homes under $7,500

which could previously receive 15 year mortgages, are

60. For careful specifications of residential location models
employing a central "market" and a space function of rent
and transportation costs in relation thereto see: John F.
Kain, The Journey-To-Work as a Determinant of Residential Location, Rand Corporation Monograph P-2489, December 1961, pp. 5-16. Also: Richard F. Muth, "The
Spatial Structure of the Housing Market," Papers and
Proceedings of the Regional Science Association, Vol. 7,
1961, pp. 207-210.

advantageous for them, particularly if they need
more space. This situation has produced pressures
61. This means, for example, that homes under $7,500
which could previously receive 15 year mortgages, are
assumed to have an economic life of 20 years and that
homes over $12,500 in value, financed for up to 30 years,
have an economic life of 40 years.
62. If low income families have a high rate of preference
of present over future consumption or accumulation, their
required rate of return on saving might be double or triple
the 6 percent which was previously assumed to be the
opportunity cost rate of home equities. At what income
families typically begin to add to net worth is shown in
line 3 of Appendix A.
From a portfolio balance point of view, one must add that
the home equities accumulated are much more risky than
the investment in the home as a whole, since they are
substantially affected by even modest fluctuations in real
estafe values, particularly during the early period of mortgage repayment. The rate of return required to prevent
owners from "cashing in" such equities is therefore necessarily higher than the mortgage interest rate.
If the actual return imputed to equity is inadequate,
maintenance deficits may rationally be allowed to accumulate under 100 percent initial mortgage financing until the
prospect of default and foreclosure precipitated by income
or family instability, extraordinary expenditures, or a need
to move has receded and equity in excess of selling costs
has been built-up. This may explain why risk as evidenced
by actual default rates, rises almost tenfold as the loanvalue ratio is raised from 80 percent to 100 percent.
On the effective borrowing rate faced by different income
classes on the type of credit most accessible to and commonly used by each, see: John V. Krutilla and Otto Eckstein, Multiple-Purpose River Developmrnt, Resources for
the Future, Johns Hopkins University Press, Baltimore,
Third Printing 1964, pp. 83-92.

assumed to have an economic life of 20 years and that

homes over $12,500 in value, financed for up to 30 years,

TABLE 7. Estimated Housing Expense Rates in 1960 for NonFarm Owner and Renter Families in Various
Income Classes

have an economic life of 40 years.

62. If low income families have a high rate of preference

of present over future consumption or accumulation, their

Total Money
Income
(Y)

required rate of return on saving might be double or triple

the 6 percent which was previously assumed to be the

opportunity cost rate of home equities. At what income

families typically begin to add to net worth is shown in

line 3 of Appendix A.

From a portfolio balance point of view, one must add that

the home equities accumulated are much more risky than

the investment in the home as a whole, since they are

substantially affected by even modest fluctuations in real

Column

2,000- 2,999
3,000- 3,999
4,000- 4,999
5,000- 5,999
6,000- 6,999
7,000- 7,999
8,000- 9,999
10,000-14,999

Homeowners With 6 Percent Interest or Opportunity Costs of Equity
Renters
Total Cash Outlays as Percent of Y Economic Costs as Percent of Y Unsubsidized Public Housing
221 (d)(3)
TEl
R t f De
L'
D
Nonfarm
and (since 1966) BMIR'
T
R'
~~~~ Ise
3g~rsqua
F:II~ ~ith ~r. o'.;'e~~ ~~:
Rental Hous. Rent Supplements (1963)
1

2

3

4

40.56
32.21
26.87
23.29
21.53
19.80
18.08
16.37

35.91
28.58
24.67
22.23
20.55
19.33
18.08
16.37

32.02
25.55
21.61
19.01
17.61
16.36
15.11
13.72

29.55
23.61
20.45
18.47
17.11
16.12
15.11
13.72

5

28.8
22.6
19.2
16.6
15.0
13.6
12.0
9.5

6

21 or 25
19 or 25

7

20.0
18.0

estate values, particularly during the early period of mort-

gage repayment. The rate of return required to prevent

owners from "cashing in" such equities is therefore neces-

sarily higher than the mortgage interest rate.

If the actual return imputed to equity is inadequate,

maintenance deficits may rationally be allowed to accumu-

late under 100 percent initial mortgage financing until the

prospect of default and foreclosure precipitated by income

or family instability, extraordinary expenditures, or a need

to move has receded and equity in excess of selling costs

has been built-up. This may explain why risk as evidenced

by actual default rates, rises almost tenfold as the loan-

value ratio is raised from 80 percent to 100 percent.

On the effective borrowing rate faced by different income

classes on the type of credit most accessible to and com-

Sources:
Columns 1 to 4 were calculated by using the home value and

operating expenses derived for various income levels from the
regressions reported in Section III. Values for income ranges
were obtained by averaging the expense rates calculated for
the upper and lower class boundaries.
Column 5 is calculated from: U.S. Bureau of the Census, U.S.
Census of Housing: 1960, Metropolitan Housing, Final Report
HC(2)-1, U.'S. Government Printing Office, Washington, D. C.,
1963, p. 1-4.
Column 6 presents a rough estimate based on the average
value of rent and income of Public Housing residents reported
in National Housing Conference, The Housing Yearbook, Washington, D. C., 1967, Table 16. The income limits for admission
to Public Housing and later, Rent Supplement Projects, are
on the average equal to 60 percent of median family income.
Since median family income for nonfarm families was $5,813
in 1960 and $7,582 in 1966, the impact of assisted housing

monly used by each, see: John V. Krutilla and Otto Eck-

stein, Multiple-Purpose River Development, Resources for

the Future, Johns Hopkins University Press, Baltimore,

Third Printing 1964, pp. 83-92.

TABLE 7. Estimated Housing Expense Rates in 1960 for NonFarm Owner and Renter Families in Various

Income Classes

Su bsidized M ortgage Financing

Is concentrated In the $2,000-$2,999 class in 1960 and in this

and the next higher group in 1966.
Column 7 is inferred from Federal Housing Administration,
Office of the Assistant Commissioner for Programs, Report on
the FHA Sect/on 221(d)(3) Below-Market Interest Rate Program, Internal Document, Washington, D. C., 1966, pp. 72-81. Althou~h
it would appear that the rent-income ratio of families living In
BMIR units is slightly higher then that of families in the same
class renting unsubsidized housing, this should not be misinterpreted. BMIR units have all been constructed after
1961 and the projects offer housing that is generally superior
(rather than just equal) to what is available at the same
rentals in the private market of the area. Also note that the
rent-income ratios under this new program refer to 1963
rather than 1960. Housing expense rates observed in any given
nominal income class tend to rise with the passage of time
since inflation and real growth lead to the families falling into
any fixed current dollar bracket being both absolutely and
relatively poorer.
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to raise the maximum terms permissible with

government insurance from 30 to 40 years.63

Though, homeownership would frequently

seem to be desirable on relative price grounds,

it is also clear that few families in the target

group actually own homes. Up to 1963 and be-

yond, inadequate metropolitan transport and

discrimination in the sale, financing, and insur-

ance of homes have no doubt contributed to this

result.04 A rough estimate based on Projector's

analysis would indicate that less than 10 percent

to raise the maximum terms permissible with
government insurance from 30 to 40 years. 63
Though, homeownership would frequently
seem to be desirable on relative price grounds,
it is also clear that few families in the target
group actually own homes. Up to 1963 and beyond, inadequate metropolitan transport and
discrimination in the sale, financing, and insurance of homes have no doubt contributed to this
result. 64 A rough estimate based on Projector's
analysis would indicate that less than 10 percent
of target families with incomes below $8,000 and
net worth below 1,000 own homes. 611 By compari-

son with the totals in Table 6-A, it is therefore
seen that the ratio between actual and potential
demand in the groups primarily helped is only
around 25 percent.
Let us assume that through open home legislation, improved metropolitan transport, and
successful attacks on instability of employment,
this proportion could be raised to 50 percent in
the long-run. This assumption is extremely optimistic since racial composition changes 66 and the
loeational alternatives available and known become fewer as lower income families are brought

of target families with incomes below $8,000 and

net worth below 1,000 own homes.05 By compari-

son with the totals in Table 6âA, it is therefore

seen that the ratio between actual and potential

demand in the groups primarily helped is only

around 25 percent.

Let us assume that through open home legis-

lation, improved metropolitan transport, and

successful attacks on instability of employment,

this proportion could be raised to 50 percent in

the long-run. This assumption is extremely opti-

63. In various specialized and small-scale single- and multifamily housing and home programs, provision is already
now made for mortgage maturities of up to 35 or 40
years but not more than YI of remaining economic life.
See, for instance, National Housing Act, Title II, Sections
220, 221(d)(2), and 234(c). In 1961, mortgage maturities of
up to 35 years were allowed even in the regular Section
20!l(b) home insurance program, but use of this authority
was discontinued in 1966.

mistic since racial composition changes06 and the

locational alternatives available and known be-

come fewer as lower income families are brought

63. In various specialized and small-scale single- and multi-

64. See the Report of the National Advisory Commission
on Civil Disorders, U.S. Government Printing Office, March
1968, Chapter 6.

family housing and home programs, provision is already

now made for mortgage maturities of up to 35 or 40

years but not more than y4 of remaining economic life.

See, for instance, National Housing Act, Title II, Sections

220, 221(d)(2), and 234(c). In 1961, mortgage maturities of

up to 35 years were allowed even in the regular Section

203(b) home insurance program, but use of this authority

was discontinued in 1966.

64. See the Report of the National Advisory Commission

on Civil Disorders, U.S. Government Printing Office, March

65. The three lower income classes distinguished by Projector are 0--$2,999, $3,000-$4,999, and $5,()()().....$7,499. The
proportion of homeowners (H) in the lowest income (Y)
class and with net worth (NW) below SI,OOO can be written
as the: conditional probability P(H/Y <3,000, NW <1,000).
Since this triple classification is not available from
Projector, we can estimate it from two cross-classifications
and the proportion of homeowners in the total population of consumer units.

1968, Chapter 6.

65. The three lower income classes distinguished by Pro-

jector are 0-S2.999, $3,000-14,999, and $5,000-47,499. The

P(H/Y 3,000, NW<I,OOO
<1,000»/ P(H).

~

(P(H/Y<3,000) P(H/NW

proportion of homeowners (H) in the lowest income (Y)

class and with net worth (NW) below $1,000 can be written

as the conditional probability P(H/Y<3,000, NW<1,000).

Since this triple classification is not available from

Projector, we can estimate it from two cross-classifications

and the proportion of homeowners in the total popula-

tion of consumer units.

P(H/Y 3,000, NW<1,000 =s (P(H/Y<3,000) P(H/NW

Since 57 percent of all consumer units own homes, but
only 40 percent of those with incomes below $3,000, and
since 9 percent of units with net worth below $1,000 are
homeowners, we obtain .40 X .09 / .57 or 6.3 percent as
a rough estimate of the percentage of families owning
homes if they are in the lowest income class and have net
worth below $1,000.

<1,000))/P(H).

Since 57 percent of all consumer units own homes, but

only 40 percent of those with incomes below $3,000, and

since 9 percent of units with net worth below $1,000 are

homeowners, we obtain .40 x -09 / .57 or 6.3 percent as

a rough estimate of the percentage of families owning

Similarly for the $3,000-$4,999 income class we obtain
.45 X .09 / .57 or 7.1 percent, and for the $5,000-$7,499
we get .60 X .09 / _57 or 9.5 percent.
The data for this calculation are obtained from D_ S.
Projector, op. cit. pp. 1l0-1.

homes if they are in the lowest income class and have net

worth below $1,000.

Similarly for the $3,000-$4,999 income class we obtain

.45 x 09 / .57 or 7.1 percent, and for the $5,000-$7,499

we get .60 x -09 / -57 or 9.5 percent.

The data for this calculation are obtained from D. S.

Projector, op. cit. pp. 110-1.

While weighting the percentage of all families with net

worth below $1,000 owning homes by the relative fre-

quency of homeownership in their income class yields an

While weighting the percentage of all families with net
worth below $1,000 owning homes by the relative frequency of homeownership in their income class yields an
adequate approximation of inter-class relations, all figures
calculated may yet have to be adjusted by a scalar. We
have to make sure that weighting the estimated percentage
of homeowning families with low net worth by the percentage of all families with NW below $1,000 in each Y
class and adding yields an overall freq uency of home-

ownership for families with net worth below SI,OOO of
exactly 9 percent. Since 44 percent of such families are
concentrated in the lowest Y class, 30 percent and 18 percent in the next classes, and only 8 percent in the classes
over $7,500, the scalar is greater than unity. Multiplying
by 1.19 then yields adjusted estimates of 7.5 percent, 8.5
percent, and 11.3 percent for the percentage of homeowning target families from the lowest income class up.
The income distribution of consumer units in the survey
population is given in ibid., p. 151, and net worth distributions of families in given income classes are specified
on pp. 96-7.
Approximately 8 percent of all target families combined
are therefore homeowners. This compares with a potential
demand of 32 percent under 6 percent interest and rising
terms according to Table 6-A.I. Since poorer families own
older and low-valued homes, terms must be assumed to
rise with income in the absence of Federal special risk
insurance or mortgage guarantees. Hence actual demand
amounts to about 25 percent of "eligible" demand as
estimated.
66. Recent investigations appear to discount differences in
tastes between the races. See Wilbur R. Thompson, A
Preface to Urban Economics, Resources for the Future and
Johns Hopkins University Press, Baltimore 1965, p. 314,
and Eunice and George Grier, "Market Characteristics in
Interracial Housing," The Journal of Social Issues, Vol.
XIII, No.4, 1957, pp. 52-3.
Also, "no indication" has been found "that Negroes, as
such, pay more for housing than do other people of
similar density of occupation."
(Martin J. Bailey, "Effects of Race and Other Demographic
Factors on the Values of Single-Family Homes," Land
Economics, Vol. XLII. No.2. May 1966. p. 218.)
Both L. Jay Atkinson, op. cit., pp. 26, 29, and J. N.
Morgan, op. cit., p. 300 however find that homeownership
increases "with being white" even in groups comparable
in all the other respects entering their multiple regression
analyses. Interracial equality of tastes and purchase opportunities is not compatible with such findings.

adequate approximation of inter-class relations, all figures

calculated may yet have to be adjusted by a scalar. We

have to make sure that weighting the estimated percentage

of homeowning families with low net worth by the per-

centage of all families with NW below $1,000 in each Y

class and adding yields an overall frequency of home-

ownership for families with net worth below $1,000 of
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into the group eligible for homeownership under

the income constraint.67 In addition, homes avail-

able to low-income families previously renting in

the center city may be located in areas with ex-

ceptionally high property taxation68 and operat-

ing costs and an unusually high land component

may drive up acquisition costs.

If we use the 50 percent figure just to obtain a

quick overview, we find by taking one-half of

the relevant differences for rising terms in Table

6âA.l, that 8 percent of target families are stimu-

lated to own homes if interest rates are cut from

6 percent to 3 percent, and another 7.6 percent

are added if they are cut to zero. If terms are

always equal to 30 years, the comparable per-

centage points gains are 11.8 and 7.4. If we com-

bine both interest and term subsidies, going from

6 percent financing with unequal terms to 6 per-

cent, 3 percent, or 0 percent financing with equal

30-year terms, increases the number of target

families likely to buy homes cumulatively by 3.3,

15.1, and 22.5 percentage points respectively. If

it is assumed that, as in the past, only 25 percent

rather than 50 percent of potential demand will

become effective for target families, all percent-

age figures and the output and cost estimates

subsequently given, should be cut in half.

Keeping in mind that according to Table 5,

the target group amounts to only 23 percent of

all nonfarm families or a total of ten million in

1963,89 the total increase in the number of units

with interest reduced to 3 percent or 0 percent

would be 800,000 or 1,560,000 with different

terms, and 1,180,000 or 1,915,000 with equal

terms. The mere act of lengthening mortgage

into the group eligible for homeownership under
the income constraint. 67 In addition, homes available to low-income families previously renting in
the center city may be located in areas with exceptionally high property taxation 68 and operating costs and an unusually high land component
may drive up acquisition costs.
If we use the 50 percent figure just to obtain a
quick overview, we find by taking one-half of
the relevant differences for rising terms in Table
6-A.1, that 8 percent of target families are stimulated to own homes if interest rates are cut from
6 percent to 3 percent, and another 7.6 percent
are added if they are cut to zero. If terms are
always equal to 30 years, the comparable percentage points gains are 11.8 and 7.4. If we combine both interest and term subsidies, going from
6 percent financing with unequal terms to 6 percent, 3 percent, or 0 percent financing with equal
30-year terms, increases the number of target
families likely to buy homes cumulatively by 3.3,
15.1, and 22.5 percentage points respectively. If
it is assumed that, as in the past, only 25 percent
rather than 50 percent of potential demand will
become effective for target families, all percentage figures and the output and cost estimates
subsequently given, should be cut in half.
Keeping in mind that according to Table 5,
the target group amounts to only 23 percent of
all nonfarm families or a total of ten million in
1963,60 the total increase in the number of units

terms for low-income families to 30 years while

with interest reduced to 3 percent or 0 percent
would be 800,000 or 1,560,000 with different
terms, and 1,180,000 or 1,915,000 with equal
terms. The mere act of lengthening mortgage
terms for low-income families to 30 years while
keeping the interest rate at 6 percent 70 raises the
number of fami1ies expected to acquire homes
by 330,000.71
If the site value is negligible, the present value
of subsidies per $1,000 of value is $43 for permitting 30 year financing on homes valued at
less than $10,000. 72 Only such homes, bought by
the lowest income groups shown in Table 3, are
expected to have an economic life of 20/.75 or
less than 30 years. 7S Since site values, however,

69. At the end of 1963. the number of nonfarm families
is found to be just under 44 million by interpolating
between March 81 of this and the succeeding year. Ten
million is very close to 23 percent of this total.
70. We assume that the yield rate as well as the coupon
rate is 6 percent. In actual fact. usury laws and FHA-VA
interest rate ceilings have frequently forced low-income
mortgagors in high risk areas to pay large discounts even
on government-insured mortgages. In 1968. conventional
mortgage yields were 5.8 percent and FHA mortgage yields
5.5 percent with the ceiling rate fixed at 5~ percent. The
FHA insurance premium amounts to Y2 percent of the
average monthly mortgage balance outstanding each year.
A rate of 6 percent is representative over the longer term.

keeping the interest rate at 6 percent70 raises the

number of families expected to acquire homes

by 330,000."

If the site value is negligible, the present value

of subsidies per $1,000 of value is $43 for per-

mitting 30 year financing on homes valued at

less than $10,000.72 Only such homes, bought by

the lowest income groups shown in Table 3, are

expected to have an economic life of 20/.75 or

less than 30 years.73 Since site values, however,

69. At the end of 1963, the number of nonfarm families

is found to be just under 44 million by interpolating

between March 31 of this and the succeeding year. Ten

67. Another factor tending to reduce the likelihood that
lower income families will acquire homes even when they
are put in a position to pass the income or expense rate
test is that husband-wife families become less prevalent.
For instance. in 1959. 7.5 percent of all families had incomes between $1.000 and $1.999. as against 6.4 percent of
all husband-wife families. and only 2.7 percent of husband-wife families with head an earner and two children
under 18 years of age.
Cf. U.S. Bureau of the Census. U.S. Census of Population:

million is very close to 23 percent of this total.

1960, General Sodal and Economic Characteristics, United
70. We assume that the yield rate as well as the coupon

rate is 6 percent. In actual fact, usury laws and FHA-VA

interest rate ceilings have frequently forced low-income

mortgagors in high risk areas to pay large discounts even

on government-insured mortgages. In 1963, conventional

mortgage yields were 5.8 percent and FHA mortgage yields

5.5 percent with the ceiling rate fixed at 514 percent. The

FHA insurance premium amounts to i/2 percent of the

average monthly mortgage balance outstanding each year.

A rate of 6 percent is representative over the longer term.

67. Another factor tending to reduce the likelihood that

lower income families will acquire homes even when they

are put in a position to pass the income or expense rate

test is that husband-wife families become less prevalent.

States Summary, Final Report PC(I)-IC. U.S. Government
Printing Office. Washington. D. C .• 1962. 1-225. 1-594.
68. The cost of and demand for public services between
areas occupied by economically homogeneous populations
in different income classes falls less than in proportion to
the average family income in such areas. The need for
some public services may even rise inversely with income
given associated behavior and preference patterns. Hence.
effective property tax rates in relation to market value
will tend to be higher in low-income areas even though
home values rise less than in proportion to income. I am
indebted to Arthur Corrazini for this point.

For instance, in 1959, 7.5 percent of all families had in-

comes between $1,000 and $1,999, as against 6.4 percent of

all husband-wife families, and only 2.7 percent of hus-

band-wife families with head an earner and two children

under 18 years of age.

Cf. U.S. Bureau of the Census, U.S. Census of Population:

Su bsidized Mortgage Financing

71. The percentage point gains in eligibility resulting from
lengthening terms or subsidizing interest payments for
families with head under 85 are very similar to those reported for all nonfarm families. However. on account of
their lower net worth. the percentage of target families
in the total of young families is far greater than in the
total of nonfarm families. or 48.3 percent as compared to
23.1 percent. Hence the impact on young families would
be over twice as strong as on all nonfarm families. In the
text. however. references to subgroups are suppressed
since we are working towards an estimate of total program
impact and cost.
72. Under a schedule of constant monthly amortization
charges. including the interest cost element. the principal
balance outstanding after the 820th monthly payment on
a 30-year mortgage is $213 per $1.000 of initial mortgage
amount. Discounting to the present at the rate of 6 percent compounded monthly. we obtain $43.
73. In 1966. the average site-to-value ratio for FHA-insured "new" homes was 20 percent and 21.2 percent for
"existing." The percentages were lower in 1968. See HUD.
FHA. Division of Research and Statistics, Annual Statistical Summary 1966. Table 36.
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amount to 20 percent of acquisition cost,74 the

subsidy is insignificant.75 Reducing interest rates

thereafter from 6 percent to 3 percent costs $297

and cutting them further to 0 percent adds an-

other $240 per $1,000 of the initial amount of

the 30-year mortgage.76 From Table 6-A and the

value-income relations of 1963, we can now read-

amount to 20 percent of acquisition cost,74 the
subsidy is insignificant. 75 Reducing interest rates
thereafter from 6 percent to 3 percent costs $297
and cutting them further to 0 percent adds another $240 per $1,000 of the initial amount of
the 30-year mortgage. 76 From Table 6-A and the
value-income relations of 1963, we can now readily estimate the dollar totals involved. The results
are shown in Table 8.

ily estimate the dollar totals involved. The results

are shown in Table 8.

74. The maximum permissible mortgage term as deter-

mined by home values, which are in turn tied to the

income of mortgagors, is assumed to be no more than

three-fourths of the expected economic life.

75. At the end of 26 years and 8 months, the land value

of 20 percent of the initial mortgage balance would almost

cover the 21.3 percent of mortgage balance outstanding,

even if land values did not rise as they are assumed to do.

We disregard that the probability of default earlier in the

life of the mortgage as well as the size of losses per fore-

closure will rise as maturities are extended. Alternately,

we can hypothesize that the government abides by the

principle of user charges and raises the mortgage insur-

ance premium accordingly.

76. Monthly charges are $6.00 per 1,000 of initial thirty-

year mortgage amount if the interest rate is 6 percent,

$4.22 if it is 3 percent, and $1,000/360 or $2.78 if only the

principal has to be repaid. Discounting the 30 year stream

of $6.00 â $4.22 = $1.78 to the present at the rate of

6 percent then yields the present value of the interest

subsidy at 3 percent and discounting $4.22 â $2.78 =

$1.44 monthly for thirty years, again at 6 percent, yields

the present cost of reducing the interest rate from 3

percent to 0 percent.

74. The maximum permissible mortgage term as determined by home values, which are in turn tied to the
income of mortgagors, is assumed to be no more than
three-fourths of the expected economic life.
75. At the end of 26 years and 8 months, the land value
of 20 percent of the initial mortgage balance would almost
cover the 21.3 percent of mortgage balance outstanding,
even if land values did not rise as they are assumed to do.
We disregard that the probability of default earlier in the
life of the mortgage as well as the size of losses per foreclosure will rise as maturities are extended. Alternately,
we can hypothesize that the government abides by the
principle of user charges and raises the mortgage insurance premium accordingly.
76. Monthly charges are $6.00 per 1,000 of initial thirtyyear mortgage amount if the interest rate is 6 percent,
$4.22 if it is 3 percent, and $1,000/360 or $2.78 if only the
principal has to be repaid. Discounting the 30 year stream
of $6.00 - $4.22 = $1.78 to the present at the rate of
6 percent then yields the present value of the interest
subsidy at 3 percent and discounting $4.22 - $2.78 =
$1.44 monthly for thirty years, again at 6 percent, yields
the present cost of reducing the interest rate from 3
percen t to 0 percen 1.

Discounting at the rate of 6 percent,77 the present value of reducing interest costs to the homebuyer from 6 percent to 3 percent is over $3.5
billion, and reducing them further to 0 percent
costs another $1.6 billion. On the assumption
that the number of target families is somehow
77. Use of a discount rate of 6 percent, while futuristic
for government officials, is the minimum tolerable for
most economists. As Baumol has forcefully shown, even
if the current yield rate on Federal bonds is to enter into
the determination of the social rate of discount, that rate
must be considered the after-tax equivalent of a much
higher before-tax rate. The government should therefore
reckon with a rate of at least 10 percent in determining
the present cost of future commitments. If the private and
social benefits of subsidized homeownership do not measure up by this standard, the homeownership program is
inefficient as compared to untied transfers. If subsidized
families are believed to be upwardly mobile and externalities are diminishing, doubtful or unappreciated after the
initial upgrading, the cost stream may even be long relative to the benefit stream and the choice of a higher
discount rate would improve benefit-cost ratios. If the
interest rate subsidy is reduced as mortgagor incomes rise
as proposed in President Johnson's 1968 Housing Message,
increasing the discount rate may still affect benefit-cost
ratios less than in most natural resource projects.
(Cf. William J. Baumol, "On the Appropriate Discount
Rate for Evaluation of Public Projects," in U.S. Senate,
JEC, Subcommittee on Economy in Government, The
Planning-Programming-Budgeting System: Progress and
Potentials, Hearings September 20, 1967. U.S. Government
Printing Office, Washington, D. C., pp. 152-9.)
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TABLE 8. Sin~Ie-Family Homes Expected to be Added Over the Long-Term and the Budget Costs of Mortgage
Interest Subsidies for Target Families

the determination of the social rate of discount, that rate

must be considered the after-tax equivalent of a much

higher before-tax rate. The government should therefore

Total Annual
Family Income
(Y}

Home
Value
(V)*

$1000-1499
1500-1999
2000-2499
2500-2999
3000-3499
3500-3999
4000-4999
5000-5999
6000-6999
7000-7999

$ 7,400
7,900
8,300
8,800
9,200
9,700
10,400
11,300
12,300
13,200

reckon with a rate of at least 10 percent in determining

the present cost of future commitments. If the private and

social benefits of subsidized homeownership do not meas-

ure up by this standard, the homeownership program is

inefficient as compared to untied transfers. If subsidized

families are believed to be upwardly mobile and externali-

ties are diminishing, doubtful or unappreciated after the

initial upgrading, the cost stream may even be long rela-

tive to the benefit stream and the choice of a higher

discount rate would improve benefit-cost ratios. If the

interest rate subsidy is reduced as mortgagor incomes rise

as proposed in President Johnson's 1968 Housing Message,

TOTAL

Units Added
When Terms
Are Lengthened
to 30 Yrs. at
6 Percent
Interest**

Units Added
When Mortgage
Interest Cut
From 6 Percent
to 3 Percent

10,000
35,000
145,000
110,000
30,000

10,000
60,000
195,000
265,000
490,000
125,000
30,000
5,000

330,000

1,180,000

-Budget Cost
Present Value
(in 1000's)***

$

Units Added
When Mortgage
Interest Cut
From 3 Percent
to 0 Percent

-Budget Cost
Present Value
(In 1000's)

25,000
170,000
235,000
200,000
80,000
25,000

$

24,650
156,820
532,820
763,440
1,513,510
419,510
109,590
19,600

$3,539,940#

735,000

47,400
338,640
496,320
441,600
186,240
62,400

$1,572,600##

increasing the discount rate may still affect benefit-cost

ratios less than in most natural resource projects.

(Cf. William J. Baumol, "On the Appropriate Discount

Rate for Evaluation of Public Projects," in U.S. Senate,

JEC, Subcommittee on Economy in Government, The

Planning-Programming-Budgeting System: Progress and

Potentials, Hearings September 20, 1967. U.S. Government

" Interpolated and rounded from Table 3.
** Calculated by takini( 50 percent of the difference between
corresponding entries In columns 3 and 6 of Table 6. A and
multiplying by 10 million, the number of families in the
target group.
*** Budget cost is $297 per $1,000 of V at 100 percent mortgage financing, if interest rates are reduced from 6 percent to

3 percent for target families and $240 when they are cut
further to 0 percent.
# An annual cost of $254,691,000 oyer 30 years corresponds
to the present value of oyer 3.5 billion calculated with a discount rate of 6 percent.
## The annual cost corresponding to the present value of
1.572 billion 's .$1l3,1 ~ ,OOO.

nglnallrom

Printing Office, Washington, D. C, pp. 152-9.)
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constant under a continuing program, the ex-

pected present cost of a 30 year commitment to

interest-free mortgages for target families initiat-

ing homeownership is therefore over $7 billion,

while the annual cost is $508 million.

Even if the number of target families is con-

stant in absolute terms but declining in relation

to a growing population, and even if target fam-

ilies are allowed to sell to other target families

subject to the existing mortgage, there is, of

course, no assurance that the instrument will not

have to be prepaid prior to maturity. Therefore,

a more realistic projection of future annual pro-

gram levels would consider how higher home

values for target families purchasing modest

homes in later years are accompanied by changes

in the total number of families eligible. To the

extent not only the encouragement of home-

ownership but also of the building of home

equities is considered the very heart of the pro-

gram, only income but not net worth should be

the relevant criterium for continuing homeown-

ers who have once qualified for homeownership

under the double constraint. In this way the

marginal incentives of the program could be kept

intact without discouraging saving out of current

income or mobility.78

Extending the calculations to fiscal 1970, the

earliest year in which the program can be started,

would require an estimate of the income and net

worth distributions of nonfarm families expected

to prevail in that year. We would then adjust

the regression equations for V and OC by extra-

polating general and relative price developments

from 1963 to 1970 and bring our calculations

forward to that year. Since we are here more

interested in the presentation of a method than

in budget planning, we will not engage in such

extrapolations to produce results which are di-

rectly relevant to policy but also increasingly

hypothetical.

The growth of incomes should, however,

strengthen rather than weaken our general con-

clusion that there seems ample room for raising

the ratio of actual to "eligible" demand for

homes through means other than interest sub-

sidies or disguised capital grants."'â¢' In the absence

of such measures, the significant enlargement in

the percentage of families eligible for homeowner-

ship under the income constraint, which can be

achieved by the subsidies described, will be ac-

companied by a disappointingly small increase

in the number of actual homeowners.

It must be feared that this will be true even

constant under a (;ontinuing program, the expected present cost of a 30 year commitment to
interest-free mortgages for target families initiating homeownership is therefore over $7 billion,
while the annual cost is $508 million.
Even if the number of target families is constant in absolute terms but declining in relation
to a growing population, and even if target families are allowed to sell to other target families
subject to the existing mortgage, there is, of
course, no assurance that the instrument will not
have to be prepaid prior to maturity. Therefore,
a more realistic projection of future annual program levels would consider how higher home
values for target families purchasing modest
homes in later years are accompanied by changes
in the total number of families eligible. To the
extent not only the encouragement of homeownership but also of the building of home
equities is considered the very heart of the program, only income but not net worth should be
the relevant criterium for continuing homeowners who have once qualified for homeownership
under the double constraint. In this way the
marginal incentives of the program could be kept
intact without discouraging saving out of current
income or mobility.78
Extending the calculations to fiscal 1970, the
earliest year in which the program can be started,
would require an estimate of the income and net
worth distributions of nonfarm families expected
to prevail in that year. We would then adjust
the regression equations for V and OC by extrapolating general and relative price developments
from 1963 to 1970 and bring our calculations
forward to that year. Since we are here more
interested in the presentation of a method than
in budget planning, we will not engage in such
extrapolations to produce results which are directly relevant to policy but also increasingly
hypothetical.
The growth of incomes should, however,
strengthen rather than weaken our general conclusion that there seems ample room for raising
the ratio of actual to "eligible" demand for
homes through means other than interest sub-

over the long term when the adjustment in sup-

ply to the increased demand produced by the

subsidies could have been completed. Since single-

family, privately owned housing starts have fluc-

tuated by as much as 20 percent within the span

of two years, as shown in Appendix B, 200,000

units for target families with subsidized financing

could easily be released in periods of otherwise

tight mortgage money without generating sharp

cost pressure and bottlenecks in the construction

78. Target families selling their homes might be required
to apply all or part of the equity accumulated under subsidized financing to the purchase of a new home within a
specified period if the interest subsidies are to continue.
If the equity accumulated after low-downpayment financing is insufficient to cover selling costs, default may be
prevented by barring subsidized financing on homes subsequently acquired in such cases.

sidies or disguised capital grants.iII In the absence
of such measures, the significant enlargement in
the percentage of families eligible for homeownership under the income constraint, which can be
achieved by the subsidies described, will be accompanied by a disappointingly small increase
in the number of actual homeowners.
It must be feared that this will be true even
over the long term when the adjustment in supply to the increased demand produced by the
subsidies could have been completed. Since singlefamily, privately owned housing starts have fluctuated by as much as 20 percent within the span
of two years, as shown in Appendix B, 200,000
units for target families with subsidized financing
could easily be released in periods of otherwise
tight mortgage money without generating sharp
cost pressure and bottlenecks in the construction
industry.8o According to this reckoning, it should
be possible to complete most of the stock adjustment to an initial interest rate reduction to 3
percent within five or six years, unless effective
demand responds with a greater lag than supply.
79. The annual rate of growth of personal income, deflated by the consumer price index, was 4.7 percent annually from 1963 to 1966, but only 3.7 percent over the
fifties. The rate of relative price increases has, however,
also accelerated with the ratio of Boeckh's index of construction costs for residences to the consumer price index
rising by 1.5 percent as compared to .5 percent per annum
in the last decade. This occurred in spite of a significant
decline in building activity over the period 1963-66 (d.
Appendix B) which should have produced some movement down along a positively sloped short-term supply
schedule. Furthermore, the faster increase in the relative
price of land and changes in the availability and cost of
mortgage credit must also be considered. Finally, in contrast to the earlier period, the cost of renting housing, the
closest substitute' to homeowning, has increased more
slowly than the other items in the consumer price index.
The possibility that the greater recent upward shifts in
demand produced by real income gains have been offset by
the increasing Telte at which the long-term supply curve
has drifted up cannot, therefore, be ruled out. The greater
the price elasticity of demand as compared to the income
elasticity, the more likely such an outcome is.
80. The demand of moderate income families that is made
effective through subsidies will be satisfied by sales of
existing homes by higher income families, who are then
in turn able to demand new and more expensive houscs.
It is realized that a high rate of homebuilding tends to
accelerate the downward filtration of homes to low-income
families. On the other hand, a period when the construction industry is already strained to capacity is not propitious for the institution of homeownership subsidies,
because cost pressures would be intensified over the short
run. Since 1966, the construction industry, has, of course,
been suffering from underutilization and a corresponding
shrinkage in capacity.

industry.80 According to this reckoning, it should

be possible to complete most of the stock adjust-

ment to an initial interest rate reduction to 3

percent within five or six years, unless effective

demand responds with a greater lag than supply.

78. Target families selling their homes might be required
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The previous budget cost estimates were based

on the assumption that only target families who

do not already own homes are eligible for in-

terest subsidies. Limiting assistance to families

initiating homeownership may be difficult in

practice and objectionable on grounds of hori-

zontal equity. While less than 10 percent, or

approximately 8 percent, of all target families

were estimated to be homeowners and twice that

number might acquire homes if the ratio of

actual to potential demand can be raised to 50

percent, lengthening mortgage terms and subsi-

dizing interest was expected to persuade 22.5

percent to buy homes. Hence, withdrawal from

the margin will raise program costs by a factor

of 16/23 or 70 percent.

Limiting net worth to $1,000 for target fam-

ilies is the second restriction which may be ques-

tioned. Indeed, holding fast by some form of net

worth limit is theoretically tenable and ideo-

logically intelligible only after some refinements.

The previous budget cost estimates were based
on the assumption that only target families who
do not already own homes are eligible for interest subsidies. Limiting assistance to families
initiating homeownership may be difficult in
practice and objectionable on grounds of horizontal equity. While less than 10 percent, or
approximately 8 percent, of all target families
were estimated to be homeowners and twice that
number might acquire homes if the ratio of
actual to potential demand can be raised to 50
percent, lengthening mortgage terms and subsidizing interest was expected to persuade 22.5
percent to buy homes. Hence, withdrawal from
the margin will raise program costs by a factor
of 16/23 or 70 percent.
Limiting net worth to $1,000 for target families is the second restriction which may be questioned. Indeed, holding fast by some form of net
worth limit is theoretically tenable and ideologically intelligible only after some refinements.

If net worth is annuitized over the remaining
life of the family head and the expected duration
of his obligations for dependents, current income
equivalents could be derived in the manner suggested by Weisbrod and Hansen. 81 In theory at
least, target families could be defined by imposing only income limits expressed in terms of this
adjusted income concept, including the current
annuity value of previously accumulated net
worth.
Our approach, while lacking almost all reference to the age of family heads and the number
of dependents, bows to Weisbrod's suggestion at
least in using a combination of low income and
net worth to define target families. 82 Particularly
for families with head under 35, the annuitization of small ammtnts of positive or negative net
worth has little effect on the measure of income.
The error in measuring the income of target
families is therefore insubstantial.

If net worth is annuitized over the remaining

life of the family head and the expected duration

of his obligations for dependents, current income

equivalents could be derived in the manner sug-

gested by Weisbrod and Hansen.81 In theory at

least, target families could be defined by impos-

ing only income limits expressed in terms of this

81. Burton A. Weisbrod and W. Lee Hansen, "An IncomeNet Worth Approach to Measuring Economic Welfare,"
Economics of Human Resources Working Paper 2, Department of Economics, University of Wisconsin, August 1967.

82. Both net assets and adjusted family income are considered for admission to Public Housing and eligibility
under some Welfare programs. The danger that people
will dissave to qualify for these programs does not appear
to be particularly great.
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APPENDIX A. Home Values, Savings, and Operating Expenses for Urban Families in Various
Income Classes in 1960:
An Annotated Table

1. After-Tax Income Class
APPENDIX A. Home Values, Savings, and Operating Expenses for Urban Families in Various

2. Average Before-Tax Income

$1,000
-1,999
$1,583

2,000
-2,999
2,592

3,000
-3,999
3,754

13

74

202

4,000
-4,999
4,925

5,000
-5,999
6,070

6,000
-7,499
7,522

7,500
-9,999
9,795

824

1,230

10,000
-14,999
13,573

Income Classes in I960:

-----

-----An Annotated Table

1. After-Tax Income Class

$1,000

-1,999

-Personal Income Tax

-------------- ----

1,570
203

After-Tax Income

+ Other Money

Receipts

388

566

-------

2,518
21

3,552
66

4,537
56

5,504
44

4,000

5,000

6,000

6,698
75

8,565
51

11,667
103

8,616

11,770

8,536

11,170

-------

2,000

3,000

Total After-Tax Income
Other Money Receipts
-Consumption, Personal
Ins., Gifts, Contrib. =

+

1,773

2,539

3,618

2,128

2,996

4,250

4,593

5,548

6,773

5,093

5,797

7,056

------ -------

--------7,500

10,000

-2,999

-3,999

3. Net Change in Assets

+

-205
-150

and Liabilities
Discrepancy

=====-=====-=c:---=----=-~_=_
-4,999

-5,999

-7,499

--~---~.-~

2. Average Before-Tax Income

$1,583

2,592

3,754

6.
7.
8.
9.
10.

~-

-254
-203

-359
-273

-177
-323

c= _--_-_-_--- - - - - - - - - - -

4. Market Value of Home
5. Valuell ncome (4/2)

-9,999

-14,999

1,906

----------

----

7,000
4.42
-- -

Property Taxes Due '60
Property Insurance
Repairs + Replacements
Other Expenses
Fuel, Light, Refrig. and Water

7,900
3.05

8,900
2.37

46
-295

94
-377

321
-241

11.600
1.91

13.200
1.75

14,800
1.51

803
-203

--

10,200
2.07

------ - - --------

_ ___ _

41.08
10.02
29.22
2.94
144.58

47.07
10.74
53.05
4.65
167.87

51.82
13.85
79.93
10.39
198.75

63.58
16.03
76.04
8.88
228.40

100.55
21.92
92.00
19.48
263.66

141.90
35.10
114.31
37.20
289.11

227.84

283.38

354.74

392.93

497.61

617.62

__

17,400
1.28
_ ---'-=---'--=-=-=--=-:=-=-=-c--=-c=--=----==--=
166.67
214.03
38.41
51.64
130.48
145.02
23.56
32.67
309.12
366.70

4,925

6,070

7,522

9,795

11. Annual Housing Expenses
Excluding Capital Cost
(Sum 6-10)

668.24

810.06

13,573

â Personal Income Tax

13

74

202

388

566

824

1,230

1,906

After-Tax Income

1,570

203

2,518

21

3,552

66

4,537

56

5,504

44

6,698

75

8,565

11,667

103

4- Other Money Receipts

51

Total After-Tax Income

4- Other Money Receipts â

âConsumption, Personal

Ins., Gifts, Contrib. =

1,773

2,128

2,539

2,996

NOTES TO THE TABLE
(A) Average annual housing expenses other than capital costs
and amortization for various after-tax income classes ranging
from a low of $1.000 to $1,999 to incomes between $10,000
and $14.999 were taken from: U.S. Department of Labor,
Bureau of Labor Statistics. "Consumer Expenditures and Income-Detail of Expenditures and Income," Supplement 3Part A to BLS Report 237-38. Urban United States 1960.
Washington. D. C., July, 1964, pp. 30-31, 40-41.
The average before-tax income of urban families falling into
the after-tax brackets is also given.
The possibility of using data for the United States as a whole
rather than the urban portion thereof to approximate conditions in the nonfarm United States was considered. Operating
expenses by income groups for all families were. except in two
cases. within 5 percent of those for urban families. They are
generally lower for incomes below $10,000 and higher for
those with incomes above. In 1960. 70.7 percent of all families
were classified as urban, 21.8 percent as rural nonfarm, and
7.4 percent as rural farm.
(U.S. Bureau of the Census, U.S. Census 01 Population: 1960.
General Social and Economic Characteristics, United States Summary, Final Report PC(l)-lC, U.S. Government Printing Office,

Washington, D. C., 1962, p. 1-225.)
Still, we believe that in their home operating expenses rural
nonfarm families are closer to urban than to rural farm
families. We therefore used the BLS urban series and expect
a measurement error not greater than 2 percent.
The median market value of homes associated with the average total money income of families in each class was estimated from:
U.S. Bureau of the Census, U.S. Census 01 Housing: 1960. Metropolitan Housing, Final Report HC(2)-l, U.S. Government Printing
Office. Washington, D. C.. 1963. p. 1-5. (Farm Units are
excluded from the statistics on home values.)
Relating median home values for given income ranges to the
average income of the families in each bracket obviously
yields only a rough estimate of the "typical" value-income
multiple even if the income average should happen to be
close to the median. If home values are regressEd on income,
measurement errors are far less serious.
Home values are established by the Census by using the
respondent's estimate of how much the property would sell for
in the current market (April. 1960).
In the Census, income is defined as the sum of money re
ceived, less losses, from wages and salaries, self-employment.
and sources other than earnings during calendar year 1959,
but before deducting personal taxes and social security con-

3,618

4,250

4,593

5,093

5,548

5,797

Sll bsid i :('d Mprtp,ake Fill(lIIri llg

tributions. This figure can be adjusted to 1960 by assuming
income in each class to have grown at the same rate as the
median. The same concept, including net rental income, dividends. interest. capital gains, annuities. and pensions, but
excluding gifts, inheritances, and imputed income, also underlies the BLS series for 1960. Gifts, inheritances and other
"windfalls" are listed as "other money receipts."
While the income concepts are identical, BLS defines a family
as a group of consumers living together and pooling their
income for major expenses, while the Census uses primary
families and unrelated individuals as enumeration units. To
achieve substantial comparability wi.h the Census, unrelated
individuals were therefore excluded by using data for "families" with two or more persons given in BLS subseries.
By subtracting personal taxes and adding other money receipts. a measure of net accretion is obtained from income.
which, however. still contains social security contributions.
Subtracting consumption expenditures, personal insurance,
and donations, yields a measure of the change in net worth
other than that resulting from contributions to private and
social insurance. This residual consists of changes in the
difference between assets and liabilities reported from year
to year, and a statistical discrepancy.
The definition of the itemized housing expenses is given on
pp. 157-158 of the BLS document cited above and contains
no surprises except that "other expenses" may include certain
financing costs such as mortgage insurance premiums which
should not be regarded as expenses of operating the home.
In addition. the average payment for utilities refers to owners
and renters together, though the dollar amounts given are
unexpectedly close to those reported for FHA-mortgage-insured
owners only.
(Cf. Housing and Home Finance Agency, Fourteenth Annual
Report. 1960. U.S. Government Printing Office, Washington,
D. C .• 1961. p. 129. The similarity can be traced by multiplying
the monthly figures for effective income and heating and
utilities by 12 and taking account of the fact that effective
income is only about 89 percent of total current income as
defined in the Census. Note however, that FHA statistics refer
to families acquiring rather than owning homes in a particular
year. I n addition, the expense series is vitiated by a large
undifferentiated "other expense" component.)
What expenses should be regarded as complementary to homeownership and what difficulties arise in defining housing expenses for owners and renters consistently is discussed in:
Sherman J. Maisel and Louis Winnick, "Family Housing Expenditures: Elusive Laws and Intrusive Variances." in: W. l. C.
Wheaton, G. Milgram, and M. E. Meyerson. eds .• Urban Housing.
The Free Press. New York 1966. pp. 143-4.
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APPENDIX B. The Development of Homeownership Among NonFarm Families from 1950
to 1967

TABLE A. Components of Change in the Inventory
of Single-Family NonFarm Dwelling Units
April 1, 1950 to December 31, 1959*

A precise record of homeownershi p is provided
only by the decennial Census. Since, however,
the rate of addition can be estimated from data
on single-family home starts, and since the rate
of elimination is partly independent of current
building activity, annual estimates of the number of homes available can be prepared. Our
first task is to project homeownership in relation
to a growing number of families from the 1960
Census of Housing to 1963. To place this year in
perspective, trends in the growth of homeownership can be developed from the intercensal period and extrapolated all the way to 1967. This
merely allows us to contrast growth rates in the
sixties with those in the fifties and is not intended to yield normative standards of achievement.
The widening gap between actual and trend
values of the owner-occupied stock of housing
can, however, be interpreted as a rough measure
of the disequilibrium that would prevail on the
basis of the relative prices and interest rates of
the fifties. 83

Units, April 1, 1950
Subtract**: Demolition
Other
Conversion of Single
into Multiple Units

Subtotals
APPENDIX B. The Development of Home-

ownership Among NonFarm Families from 1950

to 1967

TABLE A. Components of Change in the Inventory

of Single-Family NonFarm Dwelling Units

April 1, 1950 to December 31, 1959*

Subtotals Totals

A precise record of homeownership is provided

only by the decennial Census. Since, however,

the rate of addition can be estimated from data

on single-family home starts, and since the rate

of elimination is partly independent of current

building activity, annual estimates of the num-

ber of homes available can be prepared. Our

first task is to project homeownership in relation

to a growing number of families from the 1960

Census of Housing to 1963. To place this year in

perspective, trends in the growth of homeowner-

ship can be developed from the intercensal pe-

riod and extrapolated all the way to 1967. This

merely allows us to contrast growth rates in the

sixties with those in the fifties and is not intend-

ed to yield normative standards of achievement.

The widening gap between actual and trend

values of the owner-occupied stock of housing

can, however, be interpreted as a rough measure

of the disequilibrium that would prevail on the

basis of the relative prices and interest rates of

the fifties.83

Table A identifies the components of change

in the inventory of owner-occupied single-family

nonfarm housing. Let g be the annual rate of

growth in the number of families and a and s

the rates of addition to and removal from the

housing stock respectively. Then the stock of

housing H0 in relation to the number of non-

farm families F0 in the base year 0 rises in t

years from a beginning ratio b = H0/F0 to

HoeO-^/Foeet = b e<"-s-s>t.

83. Richard F. Muth contends that "desired stock is de-

termined by the 'long-run normal' price of housing, while

short-run deviations of price from the long-run normal

Table A identifies the components of change
in the inventory of owner-occupied single-family
nonfarm housing. Let g be the annual rate of
growth in the number of families and a and s
the rates of addition to and removal from the
housing stock respectively. Then the stock of
housing Ho in relation to the number of nonfarm families F 0 in the base year 0 rises in t
years from a beginning ratio b = HolFo to
Ho e(a-s)t IFo e gt = b e(a-8-glt.

211,246
249,043
371,874
832,163

Units Surviving:
Add: New Construction
Other
Merger of Multiple
into Single Units
Units, December 31, 1959

Totals

16,799,683

9,042,347
232,012

15,967,520

375,716
9,650.075

25,617,595

*U.S. Bureau of the Census. U.S. Census of Housing: 1960.
Volume IV, Components of Inventory Change. Final Report HC(4).
Part lA, No. I, U. S. Government Printing Office, Washin&ton,
D. C., 1962. pp. 37. 47.
**In the case of single-family homes. differences between the
concept of dwelling unit, which underlies the 1950 Housing
Census and the 1959 Survey of Components of Inventory
Change and Residential Finance, and the concept of housinl
unit, used subsequently. do not arise. The issue is discussed
in U.S. Bureau of the Census, U.S. Census of Housing: 1960.
U.S. Summsry, Final Report (HC(l)-l, U.S. Government Printing
Office, Washington. D. C., 1963. p. LV.

From April I, 1950 to December 31, 1959, the
stock of single-family homes grew at the annual
rate of 4.8 percent, compounded monthly, while
the annual rate of removal, also calculated from
Table A. was .5 percent. 84 A higher rate of removal compatible with a special program to
eliminate all dilapidated units from the housing
inventory over the coming decade can also be

price govern in part the rate at which the desired stock is

approached." See his "The Demand for NonFarm Hous-

ing," in Arnold G. Harberger, The Demand for Durable

Goods, University of Chicago Press, 1960, p. 36. Expecta-

tions regarding the long-run normal price are revised only

gradually. This suggests that the price elasticity of demand

for homes is greater in the short- than in the long-run.

If normal income expectations are also slow to adjust to

changes in current income, the short-run income elasticity

will, however, fall short of its long-run measure.

Units, April 1, 1950

Subtract**: Demolition 211,246

Other 249,043

Conversion of Single

into Multiple Units 371,874

Units Surviving:

Add: New Construction

Other

83. Richard F. Muth contends that "desired stock is determined by the 'long-run normal' price of housing, while
short-run deviations of price from the long-run normal
price govern in part the rate at which the desired stock is
approached." See his "The Demand for NonFarm Housing," in Arnold G. Harberger, The Demand for Durable
Goods, University of Chicago Press, 1960, p. 36. Expectations regarding the long-run normal price are revised only
gradually. This suggests that the price elasticity of demand
for homes is greater in the short- than in the long-run.
If normal income expectations are also slow to adjust to
changes in current income, the short-run income elasticity
will, however, fall short of its long-run measure.

84. The rate of removal which relates subtractions to the
total current stock of hOllsing should not be confused
with the rate of depreciation. For example. let us assume
that in the past gross investment in housing has grown
continuously at the same rate of 4.8 percent which was
found for the fifties. In that case. the total stock of housing also grows at the rate of 4.8 percent. In year t all
housing Ho is assumed to be removed, that has reached
its average economic life in that year. The removal rate
then expresses the ratio of Ho to the current stock of
housing which is equal to the integral from year 0 to t
of HQ e· 048t • If t is just under 50 years (49), the removal
rate IS .5 percent, since 1/«e2 . 3G-l)/.048) = .005, but
the rate of linear depreciation is over 2 percent.
R. F. Muth, op. cit., p. 79, assumes a rate of depreciation
of 3.5 percent which is believed to be high.

Merger of Multiple

into Single Units

Units, December 31, 1959

832,163

9,042,347

232,012

375,716

9,650,075

16,799,683

15,967,520
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considered.85 Over the ten years starting with

April 1, 1950, the number of nonfarm families

increased from 33.0 million to 41.6 million. This

considered. 8li Over the ten years starting with
April 1, 1950, the number of nonfarm families
increased from 33.0 million to 41.6 million. This
implies an annual rate of growth of 2.3 percent.
The beginning homeownership ratio b is found
to be 50.9 percent. Applying our formula, the

implies an annual rate of growth of 2.3 percent.

The beginning homeownership ratio b is found

to be 50.9 percent. Applying our formula, the

85. From Census reports on Components of Inventory

Change, it is estimated that the total number of owner-

occupied dilapidated units declined at an annual rate of

about .3 percent from 1950 to 1959. The number of dilapi-

dated units added over the period was 183,000, and about

219,000 units were removed from the inventory of owner-

occupied housing. Almost 1,000,000 dilapidated units con-

tinued to be occupied from the time before 1950, and 5

percent of the 1959 total of owner-occupied dwelling units

were dilapidated. In 1960, the number of dilapidated farm

units was 125,000 in relation to a total of 2,633,000. If we-

assume that the decline in the number of owner-occupied

dilapidated farm units at least paralleled the 40 percent

decline in all rural farm units (it was actually larger)

83,000 dilapidated farm units were removed compared to

an addition of only 8.000. The true number of nonfarm

removals is therefore only 219,000â75,000, or 144,000.

Hence, the number of owner-occupied nonfarm dilapi-

dated units amounting to one million in 1950, had grown

by about 40,000 by 1960. Since the annual rate of growth

of the non-dilapidated stock of housing was however in

excess of 4 percent during the fifties, as previously esti-

mated, dilapidated nonfarm housing, though growing at

a rate of .4 percent annually, declined significantly in

relation to all owner-occupied nonfarm housing.

85. From Census reports on Components of Inventory
Change, it is estimated that the total number of owneroccupied dilapidated units declined at an annual rate of
about .3 percent from 1950 to 1959. The number of dilapidated units added over the period was 183.000, and about
219,000 units were removed from the inventory of owneroccupied housing. Almost 1,000,000 dilapidated units continued to be occupied from the time before 1950, and 5
percent of the 1959 total of owner·occupied dwelling units
were dilapidated. In 1960, the number of dilapidated farm
units was 125,000 in relation to a total of 2,633,000. If we'
assume that the decline in the number of owner-occupied
dilapidated farm units at least paralleled the 40 percent
decline in all rural farm units (it was actuaIly larger)
83,000 dilapidated farm units were removed compared to
an addition of only 8,000. The true number of nonfarm
removals is therefore only 219,000-75,000, or 144,000.
Hence, the number of owner-occupied nonfarm dilapidated units amounting to one million in 1950, had grown
by about 40,000 by 1960. Since the annual rate of growth
of the non-dilapidated stock of housing was however in
excess of 4 percent during the fifties, as previously estimated, dilapidated nonfarm housing, though growing at
a rate of .4 percent annuaIly, declined significantly in
relation to all owner-occupied nonfarm housing.

predicted ratio ten years later (t=IO) would then
be 62_2 percent.
Not surprisingly, the calculated percentage of
homeownership corresponds precisely to the actual values of 61.9 percent and 63.0 percent
shown for the end of 1959 and 1960 respectively
in Table B. Further, the estimated percentage
of nonfarm families owning single-unit homes
closely approximates the extrapolated trend value
up to 1963. At the end of that year, for instance,
66.1 compares to a trend value of 67.0. Thereafter
building activity declined so as to make the
estimated actual value of 69.286 fall over three
percentage points short of the trend figure of
72.6. If the actual growth in the number of families. had not been slower than in the previous
decade, the shortfall would have been even
greater. Since 1963, the growth in homeownership has therefore been so slow, that the hypothetical effect of subsidies determined on the
basis of relations prevailing in that year, should
remain broadly relevant for current policy
planning. 87

Unless the number of dilapidated homes has decreased

in the sixties, removal of all dilapidated units over the

coming decade would require the rate of elimination from

the total housing stocks of over 35 million owner-occupied

nonfarm units projected for 1970 to be raised from .5 per-

cent to .8 percent. In the absence of a compensating in-

crease in supply of about 100,000 units per year, the net

growth in homeownership would correspondingly be re-

tarded.

Sources used in deriving this conjecture and not cited

Unless the number of dilapidated homes has decreased
in the sixties, removal of all dilapidated units over the
coming decade would require the rate of elimination from
the total housing stocks of over 35 million owner-occupied
nonfarm units projected for 1970 to be raised from .5 percent to .8 percent. In the absence of a compensating increase in supply of about 100,000 units per year, the net
growth in homeownership would correspondingly be retarded.

elsewhere are: U.S. Bureau of the Census, U.S. Census of

Population: 1950, Vol. IV, Special Reports, Part 2, Chapter

A, General Characteristics of Families, U.S. Government

Printing Office, Washington, D. C, 1955, p. 2A-31.

â, U.S. Census of Housing: I960, Volume VI, Rural Hous-

ing, 1963, pp. 4, 5.

Sources used in deriving this conjecture and not cited
elsewhere are: U.S. Bureau of the Census, U.S. Census of
Population: 1950, Vol. IV, Special Reports, Part 2, Chapter
A, General Characteristics of Families, U.S. Government
Printing Office, Washington, D. C., 1955, p. 2A-31.

â, Alcasuring the Quality of Housing, Working Paper

No. 25, Washington, D. C, 1967, Chapter III. Since the

Working Paper has uncovered a significant undcrcount

in dilapidated units in the 1960 Census though the 1959

Survey of the Components of Inventory Change is more

reliable, our conclusion that owner-occupied nonfarm

dilapidated housing has increased in the fifties is

strengthened. Dilapidated units form the hard-core of

the inventory of substandard units. Non-dilapidated

substandard units can be brought up to standard merely

through the installation of certain plumbing facilities.

Dilapidated units however generally have to be elimi-

nated through demolition.

predicted ratio ten years later (t=10) would then

be 62.2 percent.

Not surprisingly, the calculated percentage of

homeownership corresponds precisely to the ac-

- , U.S. Census of Housing: /960, Volume VI, Rural Hous-

ing, 1963, pp. 4, 5.
-, Measw'i"g the Quality of HOllSillg, Working Paper
1'0. 25, Washington, D. C., 1967, Chapter III. Since the
Working Paper has uncovered a significant undercount
in dilapidated units in the 1960 Census though the 1959
Survey of the Components of Inventory Change is more
reliable, our conclusion that owner-occupied nonfarm
dilapidated housing has increased in the fifties is
strengthened. Dilapidated units form the hard-core of
the inventory of substandard units. Non-dilapidated
substandard units can be brought up to standard merely
through the installation of certain plumbing facilities.
Dilapidated units however generaIly have to be eliminated through demolition.
.

86. This homeownership percentage for nonfarm families
is derived strictly on the assumption that the rate of subtraction from the housing stock, s, remained as low in
the sixties as it was in the fifties. Actually-perhaps because the substantial stock of housing built in the first
half of the twenties was approaching the end of its useful
Iife-s appears to be much higher in the sixties. Published
Census estimates, for instance, reveal very lillie growth in
the percentage of homeowners after 1961.
87. From 1963 to 1966, against a background of declining
construction, the cost of homeownership has risen 1.9 percent faster than that of all items in the fiLS consumer
price index. Over the same period, real median nonfarm
family income deflated by the consumer price index increased by 11.3 percent. To some extent, the contribution
of income growth to the solution of the housing problems
of poorer families has therefore been offset by relative
price increases. Admittedly the rise of mortgage interest rates
above 6 percent has accounted for a large part of the price
change. Interest rates must be considered a policy variable
even though, in an open economy, international considerations may prevent them from being used freely to influence the structure and level of internal demand. Through
lack of timely fiscal action, the monetary conditions under
which the subsidies would be implemented have therefore
deteriorated. Per dollar of subsidy adjusted for general
price level changes, the feasibility of homeownership can
be improved less for lower income families than was
formerly possible.

tual values of 61.9 percent and 63.0 percent

shown for the end of 1959 and 1960 respectively

in Table B. Further, the estimated percentage

of nonfarm families owning single-unit homes

closely approximates the extrapolated trend value

up to 1963. At the end of that year, for instance,
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TABLE B. An Estimate of Single-Family Nonfarm Dwelling Units Available for Occupancy Annually From the End
of 1959 to 1967 in Relation to the Number of NonFarm Families as of the Same Dates·
Year-End

TABLE B. An Estimate of Single-Family Nonfarm Dwelling Units Available for Occupancy Annually From the End

of 1959 to 1967 in Relation to the Number of NonFarm Families as of the Same Dates*

Year-End

Total

Total

Single-F. Homes

1959
1960
1961
1962
1963
1964
1965
1966
1967

Total
Additions·*

Total
Subtractions···

1,038,200
1,009,400
1,032,900
1,059,700
1,007,800
1,004,500
805,900
874,800

128,100
132,600
137,000
141,500
146,100
150,400
154,700
157,900

Single-F. Homes

Families

Percent
Homeowners

25,617,600
26,527,700
27,404,500
28,300,400
29,218,600
30,080,300
30,934,400
31,585,600
32,302,500

41,400,000
42,100,000
42,900,000
43,600,000
44,200,000
44,700,000
45,300,000
46,000,000
46,700,000

61.9
63.0
63.9
64.9
66.1
67.3
68.3
68.7
69.2

Families

Fercent

Additions**

Subtractions***

Homeowners

1959

25,617,600

41,400,000

61.9

1960

*The number of nonfarm families at year end is estimated
from the figures reported as of March 31, in: U. S. Bureau of
the Census, Current PopulatIon Reports: Consumer Income, Series
P-60.
**In Table A the ratio between total additions and new construction is found to be 1.067. Total additions in this Table
were therefore estimated by multiplying private single-family
starts by 1.067. Inasmuch as houses started in the spring will
normally be available for occupancy by the fall. the use of
annual data on housing starts to approximate the number of
new units occupied does not imply major inaccuracies, provided

the inventory of unsold homes does not change drastically.
The number of private nonfarm single-family homes started
is reported in: U.S. Bureau of the Census and U.S. Depart·
ment of Housing and Urban Development. Construction Reports,
Se/es 01 New One Femlly Homes, Census :series C 25.
***From Table A the annual rate of attrition, s, calculated by
compounding over 117 months is found to be .5 percent.
Hence this rate is applied to the housing stock outstanding
at the end of the previous year to get the appropriate subtrac·tion although it appears that s has increased considerably in
the 1960s.

1,038,200

128,100

26,527,700

42,100,000

63.0

1961

1,009,400

132,600

27,404,500

42,900,000

63.9

1962

1,032,900

137,000

28,300,400

43,600,000

64.9

1963

1,059,700

141,500

29,218,600

44,200,000

66.1

1964

1,007,800

146,100

30,080,300

44,700,000

67.3

1965

1,004,500

150,400

30,934,400

45,300,000

68.3

1966

805,900

154,700

31,585,600

46,000,000

68.7

1967

874,800

157,900

32,302,500

46,700,000

69.2

*The number of nonfarm families at year end is estimated

from the figures reported as of March 31, in: U. S. Bureau of

the Census, Current Population Reports: Consumer Income, Series

P-60.

**ln Table A the ratio between total additions and new con-

struction is found to be 1.067. Total additions in this Table

were therefore estimated by multiplying private single-family
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I. The Interdependence of Cost, Economic

Rent, and Family Income Limits

Apart from the overall expenditure limits set

by appropriations, Federal Housing programs

operate under a variety of constraints designed

to control the dwelling construction or total de-

velopment cost of units and the incidence of sub-

sidies. Income limits confine the group of families

eligible for admission or continued occupancy to

the lowest two or three, or four and five popula-

tion deciles, depending on the program.1 Beyond

this, dwelling construction cost limits on rooms

in Public Housing or total development cost ceil-

ings per apartment in the other programs are

imposed to control the design and equipment of

units and hence the economic rents which the

subsidies are to reduce.

In the rent supplement program, economic rent

limits on apartments with a specified number of

bedrooms are not only implied by cost limits but

also explicitly specified.2 Working backwards,

1. Rents in Low-Rent Public Housing may not exceed
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80 percent of the free market rentals for modest standard

housing which is "in substantial supply" to the lowest

grade blue-collar workers in the area. Although a 20 per-

cent rent-income ratio is no longer mandatory, it is still

used to derive income limits from the maximum rentals

in Public Housing. These limits, which in 1967 for a fam-

ily of four living in Detroit, for instance, would have been

$5,100 at admission and $6,250 for continued occupancy,

compared to an estimated median family income of almost

$10,000 for that city. Income limits under the rent supple-

ment program, though nominally tied to those in Public

Housing, are more restrictive because no exemptions or

deductions may be allowed for the purpose of determining

eligibility. Certain rather unimportant deductions such as

up to $300 of the annual income earned by each minor are

allowed for rent computation purposes. In the section

221(d) (3) below-market interest rate program, only the

income of minors is exempted, and the income limits may

not exceed median family income or the required rentals

20 percent thereof. The limit actually imposed in the

Detroit SMSA for a three- and four-person family was

$8,200 in 1967. Hence, the greatest impact in the rent

supplement and Public Housing program will be on the

second population decile, ranked by family income from

the lowest, though Public Housing will also serve higher

income families with decreasing frequency. The BMIR

program, however, will primarily serve the fourth and fifth

decile.

2. Development cost limits are nominally set for section

221(d) (3) as a whole including both the market-rate rent

supplement and the below-market interest rate (BMIR)

1. Rents in Low-Rent Public Housing may not exceed
80 percent of the free market rentals for modest standard
housing which is "in substantial supply" to the lowest
grade blue-collar workers in the area_ Although a 20 per·
cent rent-income ratio is no longer mandatory, it is still
used to derive income limits from the maximum rentals
in Public Housing. These limits, which in 1967 for a fam·
ily of four living in Detroit, for instance, would have been
$5,100 at admission and $6,250 for continued occupancy.
compared to an estimated median family income of almost
$10,000 for that city. Income limits under the rent supple·
ment program, though nominally tied to those in Public
Housing. are more restrictive because no exemptions or
deductions may be allowed for the purpose of determining
eligibility. Certain rather unimportant deductions such as
up to $300 of the annual income earned by each minor are
allowed for rent computation purposes. In the section
221 (d) (11) below-market interest rate program. only the
income of minors is exempted, and the income limits may
not exceed median family income or the required rentals
20 percent thereof. The limit actually imposed in the
Detroit SMSA for a three· and four-person family was
$8,200 in 1967. Hence, the greatest impact in the rent
supplement and Public Housing program will be on the
second population decile, ranked by family income from
the lowest, though Public Housing will also serve higher
income families with decreasing frequency. The BMIR
program, however, will primarily serve the fourth and fifth
decile.

program. Development costs are limited to $11,250 for a

one-bedroom and to $13,500 for a two-bedroom dwelling

unit with an increase of up to 45 percent allowed in high-

cost areas. The absolute maxima are therefore $16,313 and

$19,575 while Detroit used $14,150 and $16,950 respectively

in 1967. If one were to build at these limits, required eco-
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economic rent limits, of course, imply cost limits

which may be more stringent than the cost limits

overtly stated. In that case, the constraints derived

from economic rent limits would be binding and

2. Development cost limits are nominally set for section
221(d) (11) as a whole including both the market·rate rent
supplement and the below-market interest rate (BMIR)
program. Development costs are limited to $11,250 for a
one-bedroom and to $13,500 for a two· bedroom dwelling
unit with an increase of up to 45 percent allowed in high.
cost areas. The absolute maxima are therefore $16,313 and
$19,575 while Detroit used $14,150 and $16.950 respectively
in 1967. If one were to build at these limits, required eco·
(Con tin ued)

economic rent limits, of course, imply cost limits
which may be more stringent than the cost limits
overtly stated. In that case, the constraints derived
from economic rent limits would be binding and
the explicit cost constraint redundant or "slack."
Given operating costs, anticipated vacancy
rates, and the terms of financing, total development costs determine the unit rentals required
in below-market interest rate (BMIR) programs.
Moreover, since rents are to be lowered to a moderate percentage of income for a family with
given space requirements, rentals in turn suggest
the average income required of occupants. A comparison of this average with the income limits
will then show what degree of income mix can be
afforded under each program. Assume, for instance, that the required rental for units of given
size is $1,200 per annum. Family income then has
to be $6,000 if a 20 percent rent-income ratio is
desired. If there are two families, one with $.5,000
and one with $7,000 of income, the same result
could, of course, be achieved through intra-project redistribution by charging $1,000 in rent to
one and $1,400 to the other, provided the second
family is not regarded as overincome and does
not find accommodation in the private market
superior under these conditions. If it does not,
both families pay 20 percent of their income for
rent and the sum of receipts is equal to the required rentals on the two units combined.
The greatest application for intra-project redistribution is found in the Public Housing program
where the Federal Government assumes all capital costs through the annual contributions contract. As a result, the required rentals in Public
Housing need to be, on the average, only about
40-50 percent of the economic rentals in unsubsidized private housing of comparable quality
and there is considerable leeway for charging less
than operating costs to some and more to others
However, because of rent maxima and minima,S
nomic rents would exceed the maximum economic rent
limits at market·rate financing which are imposed on rent
supplement units. The development cost constraint is
therefore uere redundant. just as in the case of the BMIR
program. for Detroit and a majority of other cities, the
restriction that development costs may not be so high that
required rentals would exceed 20 percent of median family
income is still slack. For further discussion see the notes
to Table 5.
3. In Detroit, the minimum monthly rentals in 1967
for 0 to 4 bedroom apartments respectively: $28, $31, $114,
S37, and $40. The corresponding maxima were: $73, $79,
S85, $91, and $97. Depending on the number of bedrooms
in the unit, rents for welfare families are 64·811 percent
(Continued next page)
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and welfare rents which are pegged at an inter-

mediate level, as well as on account of exemptions

and deductions which systematically rise with the

level of total family income,4 the ratio of rent

to total family income falls perceptibly with the

level of income in the lower income classes 5 and

then continues to decline, though at a lesser rate

and welfare rents which are pegged at an intermediate level, as well as on account of exemptions
and deductions which systematically rise with the
level of total family income,· the ratio of rent
to total family income falls perceptibly with the
level of income in the lower income classes 5 and
then continues to decline, though at a lesser rate
than in the private market. Given this pattern of
declining rent-income ratios, higher income families will still, in most instances, pay higher rentals

than in the private market. Given this pattern of

declining rent-income ratios, higher income fami-

lies will still, in most instances, pay higher rentals

above the minimum charged to non-welfare families. Eco-

nomic rents under the rent supplement program are set

at $85 for 0-bedroom units, and $105, $120, and $140 for

one, two, or three and more bedroom units. In high-cost

areas these maximum economic rents may be increased by

up to 25 percent. To achieve some comparability with

high-rise Public Housing in the center city, we may assume

that the maximum increase is authorized during project

planning. The minimum rents charged to tenants in Pub-

lic Housing are then 26.35 percent, 23.62 percent, 22.67

percent, 21.14 percent, and 22.86 percent of economic rent

for 0 to 4 bedroom apartments respectively. The minimum

charge under the rent supplement program is 30 percent

of economic rent. Maximum rentals in Public Housing are

68.71 percent, 60.19 percent, 56.67 percent, 52.00 percent,

and 55.43 percent of economic rent respectively by the

same calculation, though families who for lack of "suitable

alternative accommodation in the neighborhood" are al-

lowed to continue in occupancy, though classified as over-

income, will be charged more.

4. Let A be the number of adults in a family with one

worker, M the number of minors, Y the total family in-

come, and AFDC = 1 (O), a dummy for families (not)

receiving Aid to Families with Dependent Children. We

then estimated the following relationship for the dollar

amount of exceptions and deductions (D) received by

one-worker families admitted to Detroit Public Housing

in 1967:

D = 873.56 â 310.42A â 122.22M â .3093Y +

(62.34) (21.48) (.0943)

313.38AFDC + .00008971Y2; r=.778, F = 81.09

(156.47) (.00001072) n = 267, n-k = 261.

The correlation coefficient (r) is significantly different from

O at the 1 percent level as shown by the F-Value estimated

on the basis of n observations with n-k degrees of freedom.

The explanatory variables are all significant at the 5 per-

cent level as shown by the size of their regression coeffici-

ents compared to the standard errors (in brackets).

Setting AFDC equal to zero, and solving for Y, we find

that for a family with two adults and two minors, D rises

from $206 for an income of $4,000 to $1,382 for a family

with an income of $6,000. Although empirically, deduc-

tions granted for the purpose of determining eligibility are

not necessarily also full used to determine rent from a

schedule based on the concept of rent income, it is clear

that D rises more than in proportion to income.

5. Expressed in terms of rent income, the Detroit Housing

Commission's schedule implies constant rent-income ratios

for a few rent classes immediately following the minimum.

After that, rent-income ratios fall, even according to the

rent formula employing the concept of rent income.

than lower-income families occupying comparable

units in Public Housing.6 They thus provide the

means for intra-project redistribution.

above the minimum charged to non-welfare families. Economic rents under the rent supplement program are set
at S85 for O-bedroom units, and $105, $120, and $140 for
one, two, or three and more bedroom units. In high-cost
areas these maximum economic rents may be increased by
up to 25 percent. To achieve some comparability .with
high-rise Public Housing in the center city, we may assume
that the maximum increase is authorized during project
planning. The minimum rents charged to tenants in Public Housing are then 26.35 percent, 23.62 percent, 22.67
percent, 21.14 percent, and 22.86 percent of economic rent
for 0 to 4 bedroom apartments respectively. The minimum
charge under the rent supplement program is 30 percent
of economic rent. Maximum rentals in Public Housing are
68.71 percent, 60.19 percent, 56.67 percent, 52.00 percent,
and 55,43 percent of economic rent respectively by the
same calculation, though families who for lack of "suitable
alternative accommodation in the neighborhood" are allowed to continue in occupancy, though classified as overincome, will be charged more.
4. Let A be the number of adults in a family with one
worker, M the number of minors, Y the total family income, and AFDC = 1 (0), a dummy for families (not)
receiving Aid to }o'amilies with Dependent Children. We
then estimated the following relationship for the dollar
amount of execptions and deductions (D) received by
one, worker families admitted to Detroit Public Housing
in 1967:
D = 873.56 - 310,42A - 122.22M - ,3093Y
(62.34)
(21.48)
(.0943)
.OOOO8971Y2; r=.778, F=81.09
313.38AFDC
(156.47)
(.00001072) n=267, n-k=261.
The correlation coefficient (r) is significantly different from
o at the 1 perccnt level as shown by the F-Value estimated
on the basis of n observations with n-k degrees of freedom.
The explanatory variables are all significant at the 5 percent level as shown by the size of their regression coefficients compared to the standard errors (in brackets).
Setting AFDC equal to zero, and solving for Y, we find
that for a family with two adults and two minors, D rises
from $206 for an income of $4,000 to S1,382 for a family
with an income of $6,000. Although empirically, deductions granted for the purpose of determining eligibility are
not necessarily also full used to determine rent from a
schedule based on the concept of rent income, it is clear
that D rises more than in proportion to income.
5. Expressed in terms of rent income, the Detroit Housing
Commission's schedule implies constant rent-income ratios
for a few rent classes immediately following the minimum.
After that, rent-income ratios fall, even according to the
rent formula employing the concept of rent income_
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Having previously reasoned from cost or cost

limits to required rents and income, it is easiest

to reverse this procedure for programs stipulating

that a fixed percentage of total income be paid

for rent. Rent supplement project tenants are

charged the higher of 25 percent of their income
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than lower-income families occupying comparable
units in Public Housing. 6 They thus provide the
means for intra-project redistribution.
Having previously reasoned from cost or cost
limits to required rents and income, it is easiest
to reverse this procedure for programs stipulating
that a fixed percentage of total income be paid
for rent. Rent supplement project tenants are
charged the higher of 25 percent of their income
and 30 percent of economic rent. Similarly, under
the new section 236 program, occupants will be
charged the higher of 25 percent of income 7 up
to full payment of economic rent and the unit
rentals required with up to 100 percent debtfinancing at the reduced interest rate of I percent. In either case, for families paying more
'than the respective minimum, rents are deduced
from the level of income, and given economic
costs per unit, we then also know the amount of
the federal subsidy. Since the cost and quality of
private market housing alternatives and the income limits determine who wants to or is allowed
to take advantage of Federal Housing programs
on these terms, cost and economic rent limits here
control the amount of the federal subsidy and
the competitiveness of this type of construction;
but they have no direct bearing on required
family incomes. We will, therefore, return to programs not imposing a uniform rent-income ratio
to illustrate how cost limits in conjunction with
income limits determine who can be served and
at what price or for what percentage of income.
Detroit, which must be regarded as a medium
cost location for cities in its size class, is used as
a common point of reference.

II. The Extent of Subsidization Afforded
Under Each Program Determines Which
Income Group Can be Served at Sp~ified
Rent-Income Ratios
Some a priori calculations can now be set up
to show what the rent impact of the varying
degrees of subsidization under the different programs might be. Following a recent FHA publication,S we can use the overtly unsubsidized
section 207 multi-family housing program as a
6. In technical terms, the slope of the rent-income ratio
function plotted against total family income is less steep
or smaller in absolute value than the slope of a rectagular
hyperbola centered at the origin and passing through any
point on the rent-income ratio curve. For further substantiation, see Table 6.
7. A deduction of $300 per minor from total family
income is permitted.
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standard of comparison and derive a relation

between each $10,000 of building cost and the

corresponding annual rentals required. To ap-

proximate current market conditions, we as-

sume, however, that the interest rate maximum

has been raised from 514 to 6'/2 percent.6 The

calculations that follow hinge on the assumption

of a 40 percent operating expense ratio and are

designed to provide some insights into inter-

program relations rather than to produce

uniquely valid dollar figures in isolation.

From the previous table it appears that annual

operating expenses amount to about 6.42 percent

($642/$10,000) of total development costs. As-

suming that this operating expense rate applies

equally to the 3 percent BMIR program, we can

now calcuate the required annual rental as shown

below.

A similar calculation can be made for the pro-

posed section 236 program, except that the re-

quired net income (line 3) is here derived by

adding the same dollar amount of holdback as

TABLE 1. Operating Costs Per $10,000 of

standard of comparison and derive a relation
between each $10,000 of building cost and the
corresponding annual rentals required. To approximate current market conditions, we assume, however, that the interest rate maximum
has been raised from 5'i4 to 6V2 percent. 9 The
calculations that follow hinge on the assumption
of a 40 percent operating expense ratio and are
designed to provide some insights into interprogram relations rather than to produce
uniquely valid dollar figures in isolation.
From the previous table it appears that annual
operating expenses amount to about 6.42 percent
($642/$10,000) of total development costs. Assuming that this operating expense rate applies
equally to the 3 percent BMIR program, we can
now calcuate the required annual rental as shown
below.
A similar calculation can be made for the proposed section 236 program, except that the required net income (line 3) is here derived by
adding the same dollar amount of holdback as

Development Costs Under Section 207

The maximum mortgage = $10,000 x 90% = $9,000.

lnitial debt service = $9,0000 x .085* = $765.

Required income (assuming amortization of the 10 percent

equity.

financing on the same terms) = $765/90% = $850.

Effective gross income at assumed 40% operating expense

ratio and 7% vacancy and rent collection risk allowance

= $850/53% - $1,604.

Operating expense used in subsequent calculations: 40%

of $1,604 = $642.

*According to FHA Form No. 3010, the lnitial Curtail Rate

under the Combination Declining Annuity Plan is 1.50 percent.

Adding this and the mortgage insurance premium of .50 per-

cent to the assumed interest rate of 6.50 percent, then yields

TABLE 1. Operating Costs Per $10,000 of
Development Costs Under Section 207
The maximum mortgage = $10,000 x 90% = $9,000.
Initial debt service = $9 10000 x .085* = $765.
Required income (assuming amortization of the 10 percent
equity.
financing on the same terms) = $765/90% = $850.
Effective gross income at assumed 40% operating expense
ratio and 7% vacancy and rent collection risk allowance
= $850/53% = $1,604.
Operating expense used in subsequent calculations: 40%
of $1,604
$642.
*According to FHA Form No. 3010, the Initial Curtail Rate
under the Combination Declining Annuity Plan is 1.50 percent.
Adding this and the mortgage insurance premium of .50 percent to the assumed interest rate of 6.50 percent, then yields
the factor .085. The maximum term of the mortgage is 39 years.

=

the factor .085. The maximum term of the mortgage is 39 years.

TABLE 2. The Required Rental Per $10,000

of Development Costs Under Section 221(d)(3) BMlR

The maximum mortgage = $10,000 x 100% = $10,000.

Debt service at 3% = $10,000 x .042958* = $430.

Required net income (under non-profit sponsorship with

95% of estimated net income availavle for debt serv-

ice = $430/95% = $452.

Effective gross income = $452 + $642 = $1,094.

âAdjusted for 7% vacancy rate: $1,094/93% = $1,176.

*A 40 year rather than a 39 year term is assumed. The

monthly payment per $10,000 is a constant $35.79844 under

TABLE 2. The Required Rental Per $10,000
of Development Costs Under Section 221(d)(3) BMIR
The maximum mortgage = $10,000 x 100% = $10,000.
Debt service at 3% = $10,000 x .042958* = $430.
Required net income (under non-profit sponsorship with
95% of estimated net income availavle for debt service = $430/95% = $452.
Effective gross income = $452 + $642 = $1,094.
-Adjusted for 7% vacancy rate: $1,094/93% = $1,176.
*A 40 year rather than a 39 year term is assumed. The
monthly payment per $10/°00 is a constant $35.79844 under
may here be used. The yearly
the Level Annuity Plan wnich
rate is then .042958.

the Level Annuity Plan which may here be used. The yearly

rate is then .042958.

8. U.S. Department of Housing and Urban Development.

Federal Housing Administration, Office of the Assistant

Commissioner for Programs. Report on the FHA Section

221(d)(3) Below-Market Interest Rate Program, Washing-

ton 1966, Exhibit I.

9. Since discounts of over 10 points which would be

required to raise the yield of the 514 percent coupon rate

mortgage to 61/2 percent, can neither be disguised in the

applications to FHA nor openly admitted, the Section 207

program has recently come to a standstill. Interest rate

ceilings have, however, now been suspended until October

1969.

8. U.S. Department of Housing and Urban Development.
Federal Housing Administration. Office of the Assistant
Commissioner for Programs. Report on the FHA Section
221(d)(3) Below·Market Interest Rate Program, Washing·
ton 1966. Exhibit I.
9. Since discounts of over 10 points which would be
required to raise the yield of the 5Y4 percent coupon rate
mortgage to 6V2 percent. can neither be disguised in the
applications to FHA nor openly admitted. the Section 207
program has recently come to a standstill. Interest rate
ceilings have. however. now been suspended until October
1969.

resulted in Table 2, or twenty-two dollars ($452-

$430), to debt service at 1 percent.

We can summarize our results up to this point

as follows: Per $10,000 of Developments Costs,

the required annual rental in the overtly un-

subsidized section 207 program is $1,604. If we
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resulted in Table 2. or twenty-two dollars ($452$430). to debt service at 1 percent.
We can summarize our results up to this point
as follows: Per $10,000 of Developments Costs,
the required annual rental in the overtly unsubsidized section 207 program is $1,604. If we
assume no residual receipts and disregard that
the payment in lieu of State and Local taxes in
Public Housing is normally less than the liability
of comparable section 207 properties, we can
assume that 47 percent of this is required to
cover operating expenses and vacancies in Public
Housing. Hence we obtain an average required
rental of $754 per $10,000 of development costs
in Public Housing, remembering, however, that
intra-project redistribution can here take place.
Mi11imum rents in rent supplement projects
amount to 30 percent of economic rent at market
rate financing, or $481. (30 percent X $1,604 =
$481.) Again, minimum rents per $10,000 of development costs in section 236 housing amount
to $1,040, according to Table 3. 10
Finally, average required rentals in the 221(d)
(3) BMIR program are shown to be $1,176 in
Table 2.
If we assume that the total development costs
for apartment units of given size and location are
similar under each program. or a common multiple of $10,000, the ratio between the required
annual rentals estimated is also equal to the ratio
between average or minimum income levels
served by each program at any given rent-income
ratio. Table 4 below would show, for instance,
TABLE 3. The Required Rental per $10,000
of Development Costs Under Section 236
The maximum mortgage = $10,000 x 100% = $10,000.
Debt service at 1 % = $10,000 x .030343* = $303.
Required net income = $303 + $22 = $325.
Effective gross income = $325 + $642 = $967.
-Adjusted for 7% vacancy rate and rent collection risk:
$967/93% = $1,040.
*Estimated yearly rate under the Level Annuity Plan.
TABLE 4. Average or Minimum Required Annual
Rentals per $10,000 of Development Costs in
Various Federal Housing Programs Compared to
the Full Economic Rent on New Construction
Under Section 207 ($1,604
100)

=

Public
Housing
(Av.)

Rent
Supplements
(Mm.)

236

221(d)(3)

$754
(47%)

$481
(30%)

$1,040
(65%) +

$1,176
(73%)

+

(Min.)

BMIR
(Av.)

10. However. up to 20 percent of the units in anyone
section 236 project may be occupied by families receiving
rent supplement benefits. For such families the minimum
rent is 30 percent of $1.040 or $312 per $10.000 of develop·
ment cost.
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TABLE 5. Average or Minimum Required Rentals on Newly Constructed One and Two Bedroom Apartments under
Different Federal Housing Programs and the Required Family Income Implied at Specified Rent-Income Ratios·
Program

Required Annual (Monthly)
Rentals on Units with
One Bedroom
Two Bed rooms

Required Income at Rent-Income Ratios
of 20 or 25 Percent for Families Occupying
One Bedroom
Two Bedrooms
20 Percent

25 Percent

20 Percent

25 Percent

$11,350
4,525
2,360
7.360
8.320

$9,080
3.620
1.888
5.888
6.656

$13,595
5,805
2,700
8.815
9.965

$10,876
4,644
2.160
7.052
7,972

TABLE 5. Average or Minimum Required Rentals on Newly Constructed One and Two Bedroom Apartments under

Different Federal Housing Programs and the Required Family Income Implied at Specified Rent-Income Ratios*

Required A

Rentals

One Bedroom

avo
PH avo

207

RS min.
236 min.
BMIR

avo

$2,270 ($189)
905 ( 75)
472 ( 39)
1.472 ( 123)
1.664 ( 139)

$2,719 ($227)
1,161 ( 97)
540 ( 45)
1.763 ( 147)
1.993 ( 166)

nnual (Monthly)

on Units with

Req

uired Income at Rent-Income Ratios

or 25 Percent for Families Occupying

oom Two Bedrooms

of 20

Program

Two Bedrooms

One Bed

20 Percent

25 Percent

20 Percent

25 Percent

207 av.

$2,270 ($189)

*The calculations apply to Detroit in 1967 and cities with
similar cost levels. Within the group of cities with more than
two million inhabitants, Detroit had the lowest dwelling construction cost limits for Public Housing in 1966. They were
at the same level as those in Dallas (population 1.1 million
in 1960). Development cost limits in all other cases except
the rent supplement program (RS) were assumed to be equal
to those specified for 221(d)(3) BMIR. No rent supplement
projects have been completed in Detroit by 1967. Smce economic rents per unit even with the maximum 25 percent
adjustment can not, however, exceed $1,575 and $1.800 for
one- and two-bedroom apartments respectIVely, and since economic rents on new construction under section 207 would be
52,270 and 52,719. the hypothetical rent supplement development cost limits implied by the economic rent constraint are
taken to be $9.818 ($14,150 x ($1,575/$2,270)) and $11,221
($16,950 x ($1,800/$2.719)) respectively. These limits are over
20 percent below the equivalent total development cost limits
in Public Housing previously reported.

development costs per unit, amounts to $12,000
($2,500 X 3.5 X (1/.73) = $11,986) and $15,400
for one- and two-bedroom apartments respectively. Compared to this, unit cost limits of
$14,150 and $16,950 were established in 1967 for
221(d) (3) BMIR projects in Detroit. Hence, the
equivalent Public Housing cost limits in that
city are between 10 and 15 percent below those
imposed in the BI\HR program, and quite similar
relations could be shown for other cities.

that the average required rental in Public Housing amounts to only 47 percent of full economic
rent, while that required in the 221 (d) (3) BMIR
program is equal to 73 percent. Hence, at any
given rent-income ratio, average incomes in Public Housing need be less than two-thirds (64 percent) as high as for families occupying comparable units in section 221(d) (3) BMIR housing.

Therefore, since Public Housing is not only
much more heavily subsidized than 221 (d) (3)
BMIR projects, but also less expensively constructed to begin with, the true expected difference in the average income levels which can be
served at a given rent-income ratio is greater than
that previously shown. Depending on whether we
want to compare one- or two-bedroom apartments, we would have to multiply Public Housing rents, which are expressed as a percentage
of section 207 rents in Table 4, by .85 or .90
to obtain the correct relations, provided that both
types of housing are built at their respective unit
cost limits. After adjusting for development cost
differences, we find that the average required
rentals in Public Housing (PH) are only 40 and
42 percent of full economic rents under section
207 for one- and two-bedroom apartments respectively. Hence, the relation between the PH
and BMIR averages is not 47 percent/73 percent
as previously shown, but about 41 percent/73
percent. This means that at any given rentincome ratio, the required rentals and thus the
average income in PH are only around 56 percent (rather than 64 percent) of what is required
under sections 207 or 221(3) (3) BMIR.

$2,719 ($227)

$11,350

4,525

2,360

7,360

8,320

$9,080

3,620

1,888

5,888

6,656

$13,595

5,805

2,700

8,815

9,965

$10,876

4,644

2,160

7,052

7,972

PH av.

RS min.

236 min.

BMIR av.

905 ( 75)

1,161 ( 97)

472 ( 39)

540 ( 45)

1,472 ( 123)

1,763 ( 147)

1,664 ( 139)

1,993 ( 166)

*The calculations apply to Detroit in 1967 and cities with

In actual fact, though total development costs
per dwelling unit may be assumed to be similar
for section 207 and section 221(d) (3) BMIR
projects, Public Housing and rent supplement
units are definitely required to be of more modest and inexpensive design. In Detroit, for instance, dwelling construction room cost limits in
Public Housing were around $2,500 in 1967. 11
As shown in Appendix A, dwelling construction
costs, including a pro rata share of initial planning. administration and interest costs, amount
to 73 percent (66 percent
.66 X 10 percent)
of total development costs on the average. A onebedroom apartment normally consists of 3Y2
rooms and a two-bedroom unit of 4Y2. Using
this information, the dwelling construction cost
limit of $2,500 per room, translated into total

+

similar cost levels. Within the group of cities with more than

two million inhabitants, Detroit had the lowest dwelling con-

struction cost limits for Public Housing in 1966. They were

at the same level as those in Dallas (population 1.1 million

in 1960). Development cost limits in all other cases except

the rent supplement program (RS) were assumed to be equal

to those specified for 221(d)(3) BMIR. No rent supplement

projects have been completed in Detroit by 1967. Since eco-

II. A dweIling construction cost limit of $2,304 per room
was reported for Detroit in 1966, but since this figure
represented a development program estimate rather than
an actual contract figure, and since construction costs rose
rapidly from 1966 to 1967, we assumed that around $2,500
would be applied in 1967.

By multiplying the entries in Table 4 by actual
development cost limits divided by $10,000, we
can obtain an estimate of the average or minimum rentals required on one- or two-bedroom

nomic rents per unit even with the maximum 25 percent

adjustment can not, however, exceed $1,575 and $1,800 for

one- and two-bedroom apartments respectively, and since eco-

nomic rents on new construction under section 207 would be

$2,270 and $2,719, the hypothetical rent supplement develop-

ment cost limits implied by the economic rent constraint are

taken to be $9,818 ($14,150 x ($l,575/$2,270)) and $11,221
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TABLE 6. Income Limits for Admission to and Continued Occupancy in Certain Types of Federal Housing
Projects in Detroit, 1967
No, of Persons
in Family

1

TABLE 6. Income Limits for Admission to and Continued Occupancy in Certain Types of Federal Housing

1-2
2
2-3
3

3

No. of Persons

4
5

in Family

No

of Bedrooms

1

2

Projects in Detroit, 1967

in

No, of Bedrooms
in Unit

Public Housing

Sec. 221(d)(3) BMIR*

Admission

Cont. Occup.

Occupancy

$3,000
4,500
4,800
5,100
5,400

$3,800
5,500
5,900
6,250
6,600

$5,750
6,950
8,200
8,200
9,450

*Source: U.S. Department of Housing and Urban Development, Federal Housing Administration, "Maximum Income Limits for
Occupancy of Section 221(d)(3) Below Market Interest Rate Housing, 3 Percent," April 1967, FHA No. 748 Rev. 4/67, Washington,

D. C.
Unit

Public

Hous

ng

Sec

221(d)(3) BMIR*

Admission

Cont. Occup.

Occupancy

1

1

$3,000

4,500

4,800

5,100

5,400

$3,800

5,500

5,900

6,250

6,600

$5,750

6,950

8,200

8,200

9,450

2

3

4

5

1-2

2

2-3

3

*Source: U.S. Department of Housing and Urban Development, Federal Housing Administration, "Maximum Income Limits for

Occupancy of Section 221(d)(3) Below Market Interest Rate Housing, 3 Percent," April 1967, FHA No. 748 Rev. 4/67, Washington,

apartments constructed under each program. 12
We can then show what the average or minimum
income requirement would be assuming different rent-income ratios. If we take 20 percent and
25 percent, we will also exactly identify the level
of income beyond which rents are no longer
equal to the minium or tied to specified or
calculated fractions of economic rent in certain
programs. l3
The required average incomes derived in Table
5 can now be compared with the income limits
given in Table 6 for families of specified size
occupying a one- or two-bedroom apartment.
It is seen that income limits under section 221(d)
(3) BMIR are quite close to the required average
income on the basis of a rent-income ratio of
25 percent, while there seems to be ample room
for intra-project redistribution in Public Housing. We already know that the limits are applied
to income after various deductions and exemptions in the latter case, while total income with
few or no significant deductions is used in all
other programs. 14 The dollar amounts shown for
Public Housing in Table 6 would also apply to
rent supplement projects, though none had been
completed in Detroit as of the end of 1967. In
the section 236 program authorized by the Hous-

D. C.

apartments constructed under each program.12

We can then show what the average or minimum

income requirement would be assuming differ-

ent rent-income ratios. If we take 20 percent and

25 percent, we will also exactly identify the level

of income beyond which rents are no longer

equal to the minium or tied to specified or

calculated fractions of economic rent in certain

programs.13

The required average incomes derived in Table

5 can now be compared with the income limits

given in Table 6 for families of specified size

occupying a one- or two-bedroom apartment.

It is seen that income limits under section 221(d)

(3) BMIR are quite close to the required average

income on the basis of a rent-income ratio of

25 percent, while there seems to be ample room

for intra-project redistribution in Public Hous-

ing. We already know that the limits are applied

to income after various deductions and exemp-

12. For example, the estimated annual rent required per
$10,000 of total development costs in Public Housing is
$754. and the equivalent one-bedroom apartment development cost limit is $12.000. We, therefore, multiply $754
by 1.2 to derive actual rent requirements for a one-bedroom apartment, and obtain $905, which is entered in
Table 5.
13. While in the rent supplement program, minimum
rents are set at 30 percent of economic rent, the Federal
subsidy on section 236 units is limited to the difference
bet\,7een full economic rent and required rent on the
assumption of I percent financing. What fraction of economic rent constitutes the minimum rental payable by
occupants under the latter program must, therefore, be
determined individually for each project in the light of
free market financing terms and the relation between
operating and capital costs anticipated and approved at
the time of construction or completion.
14. See footnote 1.

tions in the latter case, while total income with

few or no significant deductions is used in all

other programs.14 The dollar amounts shown for

Public Housing in Table 6 would also apply to

rent supplement projects, though none had been

completed in Detroit as of the end of 1967. In

o
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ing and Urban Development Act of 1968, income
limits are set equal to 135 percent of those for
admission to Public Housing and a fixed deduction of $300 per minor will be permitted.

III. An Inter-Program Comparison of Rents
Charged at Various Levels of Family
Income
On the basis of the preceding calculations, we
can prepare to plot rent-income ratios against
total family income. We can thus show why certain programs, quite apart from administrative
regulations such as income limits, primarily serve
specific income ranges, and that the groups benefitting are not necessarily those with the lowest
level of income.
As our standard of comparison we use a fourperson family occupying a two-bedroom apartment in Detroit. From Table 5 we then find the
average or minimum rents required for this unit
under each program. As long as families living
in rent supplement or section 236 projects pay
the minimum rental (R min), the rent-income
ratio curve (R/Y) is simply given by the rectangular hyperbola (R/Y) = (R min)/Y. (R min)
is a constant equal to $540 under the rent supplement program, and it is estimated as $1,763 for
two-bedroom units constructed under section
236. 15 Once the calculated rent-income ratio falls
to 25 percent under these programs, the tie to
economic rent is broken and a fixed 25 percent
of any higher level of income is charged for rent.
In the section 221(d) (3) BMIR program, fixed
rent-income ratios are never imposed so that the
15. As already noted. up to 20 percent of the units in any
one section 236 project may be occupied by families receiving rent supplement benefits. For such families, the minimum rent would be 30 percent of $1,763 or $529. 30 percent of economic rent at market rate financing in rent
supplement projects is th'erefore barely more than 3C per·
cent of the required rents on more expensively designed
section 236 units financed at I percent interest. It is assumed that the design features of section 236 projects will
be comparable to those of 221(d) (3) BMIR and section 207
multi-fami! rental housing.
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rectangular hyperbola involving the constant

(R av.) = $1,993 extends over the whole range

of incomes, provided that intra-project redistri-

bution is assumed away. Just as in private hous-

ing, eligible families are taken to be charged

strictly on the basis of the unit occupied, without

regard to their income. The same method can be

applied to the section 207 program, which we

will use as an admittedly imperfect gauge of

average required rentals (R av.) on new construc-

tion in the unassisted private market. For section

207 units the constant (R av.) is $2,719.

In Public Housing it would be misleading to

proceed in this fashion because intra-project re-

distribution is characteristic of this program.

Therefore, we do not draw a rectangular hyper-

bola involving (R av.) = $1,161, but instead use

an empirical fit for families with one worker re-

examined in 1967 for continued occupancy in

Detroit Public Housing.18 Working families are

a minority of the Public Housing population

in Detroit, but compared to elderly and non-

elderly families without a worker, they still

constitute the largest single group.17 The rent-

income ratios for non-working non-welfare fam-

16. Let A be the number of adults in a family with one

rectangular hyperbola involving the constant
(R av.) = $1,993 extends over the whole range
of incomes, provided that intra-project redistribution is assumed away. Just as in private housing, eligible families are taken to be charged
strictly on the basis of the unit occupied, without
regard to their income. The same method can be
applied to the section 207 program, which we
will usc as an admittedly imperfect gauge of
average required rentals (R av.) on new construction in the unassisted private market. For section
207 units the constant (R av.) is $2,719.
In Public Housing it would be misleading to
proceed in this fashion because intra-project redistribution is characteristic of this program.
Therefore, we do not draw a rectangular hyperbola involving (R av.) = $1,161, but instead 'use
an empirical fit for families with one worker reexamined in 1967 for continued occupancy in
Detroit Public Housing. 16 Working families are
a minority of the Public Housing popUlation
in Detroit, but compared to elderly and nonelderly families without a worker, they still
constitute the largest single group.l7 The rentincome ratios for non-working non-welfare fam-

ilies, particularly the elderly, would be lower at
any level of income than those shown in Table 7,
and those for welfare families would be higher.
Hence, the function for one-worker families lies
comfortably in the middle and approximately
represents average relations for the Detroit Public Housing population as a whole, though it
extends much farther into the higher income
ranges. Since families reexamined for continued
occupancy in a project are living in existing
construction, the estimated Public Housing function is not entirely comparable to the other functions which are generally based on new or recent
construction. It ought to be slightly raised
throughout its range to be fully comparable. IS
. Since low and moderate income families generally occupy lower-quality existing housing,
which is the older and cheaper the poorer they
are, an attempt is also made to identify the rentincome relations in the private market 19 to see
what rent savings (if any) are afforded to families
moving from existing private into higher-quality
newly constructed rental housing built with Federal assistance. Using gross rents including utili-

16. Let A be the number of adults in a family with one
worker who is not in the Service, Y-I the reciprocal of
total family income, and AFDC
1(0), a dummy for
families (not) receiving Aid to Families with Dependent
Children. The variable for the number of minors in the
family had little effect on rent-income ratios and is therefore excluded. We then estimated the following relation
for the rent-income ratio (R/Y) expressed in percentage
points:
R/Y = 10.968
.528A
25,821.00Y-l
2.772AFDC;
(.I 08)
(353.23)
(.216)
r = .8614, F-Value = 2,024.85
n
2,116, n-k
= 2,104.

17. Approximately 47 percent of the families reexamined
in 1967 for continued occupancy in Detroit contained
either one or two workers or an active serviceman. The
non-working elderly constituted 22 pcrcent of the total and
the non-working non-elderly accounted for the remaining
31 percent. 73 percent of the latter group received some
form of welfare assistance as compared with 33 percent
in the former. 5 percent of the families defined as having
at least one worker received AFDC.
18. The Detroit Housing Commission's rent schedule does
not overtly distinguish between new and existing construction, but adjustments are authorized on an ad hoc basis
for families at or above their respective income limits in
the less competitive types of Public Housing.
19. Our basic source was: U.S. Bureau of the Census, U.S.
Cemus of Housing: 1960, Metropolitan Housing, Final
Report HC(2)-57 (Detroit SMSA), U.S. Government Printing Office, Washington, D. c., 1962, p. 4.
The median rent reported by income classes was raised
by 10 percent to approximate 1967 price conditions. The
rental cost component in the Consumer Price Index increased from the basis of 100 for 1957-59 to 112 in 1967.
See, for instance, Survey of Current Business, May 1968,
Section 5-8. We therefore assumed a 10 percent increase
from 1960 to 1967 and related median rents thus adjusted
to the midpoint of each income class interval to derive
rent-income ratios. By suitable interpolation we then
obtained the point estimates for the income levels shown
in Table 7. The resulting percentages are primarily. but
not exclusively, based on unassisted private existing construction which accounts for the bulk of renter-occupied
units.

worker who is not in the Service, Y"l the reciprocal of

total family income, and AFDC = l(O), a dummy for

families (not) receiving Aid to Families with Dependent

Children, The variable for the number of minors in the

family had little effect on rent-income ratios and is there-

fore excluded. We then estimated the following relation

for the rent-income ratio (R/Y) expressed in percentage

points:

R/Y â 10.968 + .528A + 25.821.00Yi + 2.772AFDC;

(.108) (353.23) (.216)

r = .8614, F-Value â 2,024.85

n = 2,116, n-k = 2,104.

The correlation coefficient (r) is significantly different from

O at the 1 percent level as shown by the F-Valuc estimated

with n-k degrees of freedom on the basis of n observa-

tions. The explanatory variables are also all significant at

the 1 percent level, as shown by the size of their regression

coefficients compared to the respective standard errors

shown in brackets underneath.

Setting AFDC equal to zero and solving for a four-person

family with two adults (A = 2), we find the rent-income

ratios for the levels of income in Table 7.

The average income of one-worker families reexamined

in 1967 for continued occupancy in Detroit Public Hous-

ing and entering into the estimating equation above was

$4,946. This compares well with our construct of required

income at a rent-income ratio of about 20 percent pre-

sented in Table 5. Not surprisingly, the actual average

rent-income ratio found in existing (rather than newly

constructed) Detroit PH was somewhat lower, or 18.44

percent for one-worker families.

ilies, particularly the elderly, would be lower at

any level of income than those shown in Table 7,

and those for welfare families would be higher.

Hence, the function for one-worker families lies

comfortably in the middle and approximately

represents average relations for the Detroit Pub-

=

+

+

+
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The correlation coefficicnt (r) is significantly different from
o at the I percent level as shown by the F-Value estimated
with n-k degrees of freedom on the basis of n observations. The explanatory variables are also all significant at
the I percent level. as shown by the size of their regression
coefficients compared to the respective standard errors
shown in brackets underneath.
Selling AFDC equal to zero and solving for a four-person
2), we find the rent-income
family with two adults (A
ratios for the levels of income in Table 7.
The average income of one-worker families reexamined
in 1967 for continued occupancy in Detroit Public Housing and entering into the estimating equation above was
:54,946. This compares well with our construct of required
income at a rent-income ratio of about 20 percent presented in Table 5. Not surprisingly, the actual average
rent-income ratio found in existing (rather than newly
constructed) Detroit PH was somewhat lower, or 18.44
percent for one-worker families.
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TABLE 7. Estimated Rent-Income Ratios for a Four-Person Family Occupying a Two-Bedroom Apartment in
Federa"y Assisted or Unassisted Rental Housing Projects, Detroit, 1967
Total
Family
Income

Unassisted Private
New>

Public
Housing

Rent
Supplements

Existing>

Existing

New

60%

38%
25%
21%
18%
17%
16%
16%*
15%*
15%*

54%
27%
25%
25%
25%
25%

236

221(d)(3) BMIR

New

New

59%
44%
35%
29%
25%
25%*

40%
33%

TABLE 7. Estimated Rent-Income Ratios for a Four-Person Family Occupying a Two-Bedroom Apartment in

Federally Assisted or Unassisted Rental Housing Projects, Detroit, 1967

Public

Rent

Total

Unassisted

Private

Housing

$ 1,000
2,000

3,000
4,000
5,000
6,000

7,000
8,000
9,000

Supplements

10,000

46%

34%

54%
45%
39%

34%
30%
27%

26%
22%
19%
17%

16%
.
15%···· .
14%

50%

28%
25%
22%*
20%*

236

221(d)(3) BMIR

Family

Existingâ

Income

Newâ

Existing

New

• Type of construction.
,
•
.
*In the absence of exemptions and deductions, foJJr-Person families in these income ranges will be classified as oyerincome.
They are therefore normally ineligible for permanent ocoupancy. The Public Housing rent-income ratio function is estimated
in terms of total family income. fn the other programs, we .assume that no deductions are receiVed. Otherwise 25 percent ot
rent income (income after deduction' .and exemptions used fOr rent computation purposes) would be less than 25 percent of
total family income in those preirams where,4 fixed percentage of income is charied for rent beyond some point. With $300
in deductions for each of two minors, the effective' rent-income ratio in section 236 would, for instance, fall from 25 percent to
23 percent for incomes over $7;000. ~uctions have no effect up to ·that point, since families will be charged the minimum
required under the prOiram before their income exceeds $7,000.

New

New

$ 1,000

60%

38%

54%

â

â

2,000

â

46%

25%

27%

â

3,000

â

34%

21%

25%

59%

â

4,000

â

26%

18%

25%

44%

50%

5,000

54%

22%

17%

25%

35%

ties throughout. we obtain the estimates given in
Table 7.
Rent-income ratios in excess of 60 percent are
not shown since families would have to dissave
substantially or -be the recipients of gifts, unorganized charity, or other receipts not reported
as part of total income in order to maintain
themselves under these conditions. The poverty
line for four-person non-farm families in the
United States as a whole was $3,300 in March
1967,20 and the budget required to support a
moderate standard of living during Autumn 1966
has been estimated as $8,400 for a working family in Detroit. 21 At the time of the 1960 Census
of Housing, the median number of bedrooms in
renter-occupied units was just below two in Detriot, but the median number of persons in the
family was less than three. 22 Still, it is obvious
that the poorest families of four cannot normally
occupy two-bedroom apartments in unassisted
private housing. and to the extent our derivation
of required rentals in new construction assumes
they do. rent-income ratios are overstated at the
lower end. We allowed for no downward adjustment in housing conditions with the standard of
living in new construction, though the rent-

40%

6,000

45%

19%

16%

25%

29%

33%

7,000

39%

17%

16%*

â

20. See U.S. Department of Health. Education. and Welfare, "Who Was Poor in 1966?" Research and Statistics
Note No. 23, 1967, Table I (nonfarm).
21. See U.S. Department of Labor. Bureau of Labor Statistics. "City Worker's Family Budget for a Moderate
Standard of Living," Bulletin No. 1570-1, Autumn 1966,
p. 10 (total cost of budgct for rentcr families).
22. According to U.S. Bureau of the Census, ibid., the
calculated median number of bedrooms in renter.occupied
units is 1.6 and the median number of persons is 2.4.
I"or working families both of these figures would be higher.

25%

28%

8,000

34%

16%

15%*

o
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income ratios in existing construction are empirically derived.
Figure 1 shows that only the Public Housing
and Rent Supplement programs can offer the
lowest income families not only better but also
cheaper housing than they otherwise rent in the
unassisted private market. Once income exceeds
$4.250 for families in rent supplement units,
their rental payments. because of the mandatory
25 percent rent-income ratio under that program,
are then equal to what families pay on the average in lower-quality existing and possibly substandard private housing. Public Housing, however. offers lower rent-income ratios at any level
of income. provided families are eligible for
admission or continued occupancy. Here the
price advantage as compared to private market
housing alternatives in existing construction
persists. but it is greatest for the lowest income
families and then narrows progressively.
Units newly constructed under sections 236 or
221(d)(3) BMIR are almost as unaffordable as
unassisted private new construction for families
with less than $3.000 or $4.000 in income respectively. Both programs require rentals which fall
below the price of residence in unassisted private
new construction. but above those paid on the
average by families in existing (unassisted) private housing. Since the quality demands of families rise with the level of income. and they more
frequently opt for newer housing. units provided
under these. programs become increasingly attractive as families approach their respective
income limits. The competitive advantage of section 236 units. however, begins to decline for
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RENTINCOME
RATIO

236-·
EXIsTING
I '.
CONSTRUCTION

50%
UNASSISTED 236 â¢

RENT- IX EXISTING | \

INCOME X CONSTRUCTION \ \

40%
RATIO

UNASSISTED

NEW

CONSTRUCTION

$1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000 9,000 10,000

30%

TOTAL ANNUAL INCOME. 1967

FlGURE 1. Rent-lncome Ratios in Federally Assisted and Unassisted Rental Housing, Estimate for Detroit, 1967

25%
incomes above $7,000, because the rent-income

ratio is prevented from falling below 25 percent

in that program.23

20%

IV. Program Gaps Prior to the Housing and

PUBLIC HOUSING
Urban Development Act of 1968

The previous sections have led us to believe

that the income ranges served by the Public

10%

Housing (PH) and section 221(d)(3) BMIR pro-

grams are rather far apart. The average income

required to meet the cost chargeable to tenants

in Public Housing was estimated as only 56 per-

cent of the family income required for section

221(d)(3) BMIR units, if a given rent-income

0%L-----~------~------~----~------~------~----~------~------~
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3,000

4,000

5,000

6,000

ratio is assumed. Although actual rent-income
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8,000
9,000
10,000
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ratios in Public Housing were lower than in

BMIR projects at comparable levels of income,
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Rent·lncome Ratios in Federally Assisted and Unassisted Rental Housing, Estimate for Detroit, 1967

we would still expect the two programs to accom-

modate generally distinct income groups, even

23. Even if no income limits were imposed, families with

income significantly above $7,000 would hardly seek units

built under this program at the price of 25 percent of

their income, unless deductions are allowed which lower

the effective ratio of rent to total income. The reader may

be reassured that we are not trying to argue implicitly

that Federal Housing programs should or should not serve

families with incomes in excess of $7,000. We are here

merely attempting to describe the effects which may be

expected to result from stated formulas, regulations, or

practices.

when the dispersion produced by intra-project

redistribution is also taken account of.

Disregarding for the time being the rent sup-

plement program which has not yet produced

any significant volume or meaningful statistics,24

we can test empirically whether the expected

relations can actually be discerned from the in-

come distribution of PH and 221(d)(3) BMIR

tenants. If there has indeed been a substantial

gap, there is a sizeable population group roughly

identifiable with the third lowest population

decile ranked by income, for whom Federal

Housing programs before 1969 yielded little or

no benefit, while a higher income group was

covered by the BMIR program. Since the poorer

the family, the more readily it should have access

to Federal Housing programs motivated by the

condition and symptoms of poverty, there was

then a case for either filling this gap through a

new program, or of adjusting the BMIR program

in such a way as to shift its expected incidence

from the fourth and fifth lowest population dec-

iles to the third and fourth. This is, of course,

precisely what the new section 236 program aims

incomes above $7,000, because the rent-income
ratio is prevented from falling below 25 percent
in that program. 23
IV, Program Gaps Prior to the Housing and
Urban Development Act of 1968
The previous sections have led us to believe
that the income ranges served by the Public
Housing (PH) and section 221 (d)(3) BMIR programs are rather far apart. The average income
required to meet the cost chargeable to tenants
in Public Housing was estimated as only 56 percent of the family income required for section
221 (d)(3) BMIR units, if a given rent-income
ratio is assumed. Although actual rent-income
ratios in Public Housing were lower than in
BMIR projects at comparable levels of income,
we would still expect the two programs to accommodate generally distinct income groups, even
23. Even if no income limits were imposed, families with
income significantly above $7,000 would hardly seek units
built under this program at the price of 25 percent of
their income, unless deductions are allowed which lower
the effective ratio of rent to total income. The reader may
be reassured that we are not trying to argue implicitly
that Federal Housing programs should or should not serve
families with incomes in excess of $7,000. We are here
merely attempting to describe the effects which may be
expecled 10 result from stated formulas, regulations, or
practices.

when the dispersion produced by intra-project
redistribution is also taken account of.
Disregarding for the time being the rent supplement program which has not yet produced
any significant volume or meaningful statistics,24
we can test empirically whether the expected
relations can actually be discerned from the income distribution 'of PH and 221(d)(3) BMIR
tenants. If there has indeed been a substantial
gap, there is a sizeable population group roughly
identifiable with the third lowest population
decile ranked by income, for whom Federal
Housing programs before 1969 yielded little or
no benefit, while a higher income group was
covered by the BMIR program. Since the poorer
the family, the more readily it should have access
to Federal Housing programs motivated by the
condition and symptoms of poverty, there was
then a case for either filling this gap through a
new program, or of adjusting the BMIR program
in such a way as to shift its expected incidence
from the fourth and fifth lowest population deciles to the third and fourth. This is, of course,
precisely what the new section 236 program aims
to do. A gap issue may also arise in the lowest
two deciles, if the coverage of Public Housing is
24. The rent supplement program was authorized in the
Housing and Urban Development Act of 1965.

to do. A gap issue may also arise in the lowest

two deciles, if the coverage of Public Housing is

24. The rent supplement program was authorized in the

Housing and Urban Development Act of 1965.

Rental Housing Programs 158

Rental Ho usmg Progra ms

158

Original from
UNIVERSITY OF MINNESOTA

o

ESTIMATED TOTAL ANNUAL FAMILY INCOME IN 1968

PERCENT OF

FAMILIES IN

EACH PROGRAM

$1,160

ESTIMATED TOTAL ANNUAL FAMILY INCOME IN 1968
8,120
4,640
5,800
3,480
6,960
2,320

PERCENT OF
FAMILIES IN
EACH PROGRAM
FALLING INTO

~!

I
I
I

INCOME CLASS
OF WIDTH $500 20%
IN 1963 OR $580
IN 1968

I
I
I

FALLING INTO

I

INCOME CLASS

OF WIDTH $500

9,280

15%
221(d)(3) BMIR
FREQUENCY DISTRIBUTION

IN 1963 OR $580

[N 1968

$1,000

4,000

10%
5,000

6,000

7,000

8,000

TOTAL ANNUAL FAMILY INCOME IN 1963

5%

FIGURE 2. Program Gaps Prior to the Housing and Urban Development Act of 1968: The Income Distribution

of Families for each Federally Assisted Rental Housing Program, United States, 1963

not fair to certain types of families, or if it fails

to reach the very lowest income families alto-

gether.
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come and rent data, generally for 1963, were

reported for all units occupied under this pro-

gram established by the National Housing Act

of 1961. In order to obviate the need for adjust-

ments, we may compare the income distributions

of families reexamined for continued occupancy

in Public Housing in 1963 to the distribution of

families housed in BMIR projects.

As expected, the peaks of the two distributions,

plotted in Figure 2, are quite far apart. In terms

of 1963 prices, median family income is $2,500

in Public Housing and $5,000 in BMIR units.

Expressed in 1968 prices, the corresponding in-

comes would be about $2,850 and $5,700, though

the price of construction has increased faster than

that of most other elements of industrial output.

The incomes required to meet costs chargeable

to tenants at moderate rent-income ratios must

therefore have risen even more for new construc-

tion.23 As Table 8 shows, the coverage of the Pub-

25. We therefore assume an actual increase in required

incomes of 16 percent rather than 14 percent over the

period to draw the top axis in Figure 2.

lie Housing program begins to thin out gradually

as family income rises beyond $3,000, and the

BMIR program hardly reaches down to such

levels. Between incomes of $3,000 and $5,800, in

terms of 1968 prices, we can therefore identify a

program gap.26 This income range, into which

low-grade clerical and blue-collar workers tend to

fall, is only marginally covered by either program.

Significantly, another gap appears at the lowest

income level as shown in Figure 2. It was previ-

ously found 2T that Public Housing rentals, even

when they have fallen to the irreducible mini-

mum which is charged no matter how low family

not fair to certain types of families, or if it fails
to reach the very lowest income families altogether.
At the time of writing, the last detailed investigation of the characteristics of families served by
the section 221(d)(3) BMIR program was based
on projects completed by June 1964. Family income and rent data, generally for 1963, were
reported for all units occupied under this program established by the National Housing Act
of 1"961. In order to obviate the need for adjustments, we may compare the income distributions
of families reexamined for continued occupancy
in Public Housing in 1963 to the distribution of
families housed in BMIR projects.
As expected, the peaks of the two distributions,
plotted in Figure 2, are quite far apart. In terms
of 1963 prices, median family income is $2,500
in Public Housing and $5,000 in BMIR units.
Expressed in 1968 prices, the corresponding incomes would be about $2,850 and $5,700, though
the price of construction has increased faster than
that of most other elements of industrial output.
The incomes required to meet costs chargeable
to tenants at moderate rent-income ratios must
therefore have risen even more for new construction. 23 As Table 8 shows, the coverage of the Pub-

lic Housing program begins to thin out gradually
as family income rises beyond $3,000, and the
BMIR program hardly reaches down to such
levels. Between incomes of $3,000 and $5,800, in
terms of 1968 prices, we can therefore identify a
program gap.26 This income range, into which
low-grade clerical and blue-collar workers tend to
fall, is only marginally covered by either program.
Significantly, another gap appears at the lowest
income level as shown in Figure 2. It was previously found 27 that Public Housing rentals, even
when they have fallen to the irreducible minimum which is charged no matter how low family
income may be,28 remain thoroughly competitive
in price with lowest-quality existing housing.
Hence, not the rent structure, but the limited
tolerance for redistribution within Public Housing projects prevents the program from serving
the very poorest. In Detroit, at least, such families
can be expected to pay little more than half of
the operating costs attributable to the units they

25. We therefore assume an actual increase in required
incomes of 16 percent rather than 14 percent over the
period to draw the top axis in Figure 2.

27. Cf. Table 7, cols. 2 and 3.
28. The minimum rents for units of given size are set by
the Local ousin ,:\ blthorities.

income may be,-8 remain thoroughly competitive

in price with lowest-quality existing housing.

Hence, not the rent structure, but the limited

tolerance for redistribution within Public Hous-

26. This program gap. which shows up empirically. must
not be confused with the 20 percent minimum gap which
is required to exist between maximum unit rentals in
Public Housing and the rents which low-paid working
families are charged for standard private housing. Cf. p. I,
footnote I.
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occupy.29 Higher income families are needed to
compensate for this if the project is to be viable.
Minimum rents in rent supplement projects
are higher than those in Public Housing,30 and
there is no need or opportunity for intra-project
redistribution, since Federal subsidies can be
drawn upon to make up the deficit remaining
after payment of the minimum rentals required
to be levied on each unit. Thus, higher income
families do not have to be relied upon to balance
the project. In addition, income limits, though
nominally the same, are effectively lower than
those in Public Housing, especially for working
families. 31 Hence, one may conjecture that the
income distribution of rent supplement project
tenants would be much more peaked and compressed and be located in the middle to lower
range of the Public Housing distribution. 32 It
would serve both the higher and very lowest income groups with lesser relative frequency than
Public Housing.
Returning to the income distribution of fam-

ilies in Public Housing and section 221(d)(3)
BMIR units, which were empirically derived, we
may briefly consider how the findings previously
reported need to be qualified. It could first be
said that we are comparing disparate types of
families, or a majority of non-workers in Public
Housing to a majority of working families in
BMIR. While it is useful to realize that working
families residing in Public Housing may indeed
have incomes quite comparable to those of families in BMIR units, the income groups primarily
served by each program are still quite distinct.
With the level of income, the probability of
being a working family, or a family with husband
and wife present, and the probability of being
elderly, of course change systematically, and
little is gained by saying that if we standardize
for the type of family, the two programs largely
overlap.
Indeed, it can be argued that in anyone housing market, the programs are actually further
apart than appears from Figure 2. To the extent
that regional cost differences affect required average rentals under both programs in a similar
fashion, we should not associate the right hand
tail of the income distribution of families in
Public Housing with the left tail of the distribution of families in section 221(d)(3) projects.
Regional subdistributions which are centered in
the upper range of one distribution, should also
be located in the right tail of the other. aa This
immediately leads to the suspicion that the gap
may perhaps be overstated because the section
221(d)(3) BMIR projects surveyed in 1964 have
generally been constructed in higher cost areas
or bigger cities than Public Housing projects.
Inspection of the regional distribution of units
provided under each program, however, showed
that, if anything, the opposite seems to be the
case. 34
Nevertheless, there are two respects in which
the intermediate gap shown in Figure 2 may be

29. Minimum rents for non-welfare families go down to
almost 20 percent of economic rents while operating expenses even without the vacancy and rent collection risk
allowance amount to 40 percent.
30. Cf. footnote 3.
31. In the rent supplement program, we recall, no deductions are allowed from total family income for the purpose
of determining eligibility under the income limits. Families with at least one worker are the prime beneficiaries
of deductions and exemptions in Public Housing.
32. Unlike the rent supplement program which covers the
middle range of the Public Housing distribution, section
236 can be expected to fill in a large part of the program
gap from the upper end.

33. This point has been made in a recent study by Henry
B. Schechter, Director of the Office of Economic and Market Analysis, HUD.
34. For instance, while 7 percent of all Public Housing
units under management as of December 31, 1963 were
located in the state of Illinois and II percent in New York,
only Y2 percent of the families living in BMIR units and
appearing in the income distribution were living in either
of these states. Cf. HUD, FHA, op. cit., pp. 73-4, and
Housing and Home Finance Agency, Seventeenth Annual
Report, 1963, U.S. Government Printing Office, Washington, D. c., 1965, p. 307. Regional differences in the total
development costs of dwelling units in Public Housing
are shown " r'
',\,1

TABLE 8. Income Distributions of Families in
Federally Assisted Rental Housing, U.S. 1963
Total Family Income

TABLE 8. Income Distributions of Families in

Federally Assisted Rental Housing, U.S. 1963

Total Family Income

Public Housing

221(d)(3) BMIR

Under $1,000

8.0%

1.0%

1,000-1,499

14.0

.3

1,500-1,999

14.0

.7

2,000-2,499

14.0

2.5

2,500-2,999

12.0

3.2

3,000-3,499

10.0

6.3

3,500-3,999

8.0

8.6

4,000-4,499

6.0

11.4

4,500-4,999

5.0

14.1

5,000-5,499

3.0*

15.9

5,500-5,999

2.0*

11.4

6,000-6,499

1.2*

10.4

6,500-6,999

.8*

5.4

7,000-7,499

.6*

3.9

7,500-7,999

.4*

Public Housing

Under $1,000
8.0%
1,000-1,499
14.0
1,500-1,999
14.0
2,000-2,499
14.0
2,500-2,999
12.0
3,000-3,499
10.0
3,500-3,999
8.0
4,000-4,499
6.0
4,500-4,999
5.0
5,000-5,499
3.0*
5,500-5,999
2.0*
6,000-6,499
1.2'"
6,500-6,999
.8*
7,000-7,499
.6*
7,500-7,999
.4'"
$8,000 and over
1.0
Total
100.0
Median Family Income:
$2,492
No. of Families:
439,623

221(d)(3) BMIR

1.0%

.3
.7

2.5
3.2
6.3
8.6
11.4
14.1
15.9
11.4
10.4
5.4
3.9
3.0'"
1.9'"
100.0
$5,060
9,071

Sources: U.S. Department of Housing and Urban Development,
Federal Housing Administration, Office of the Assistant Commissioner for Programs, Report on the FHA Section 221(dX3)
Se/ow-Market Interest Rate Program, Washington, D. C. 1966,
p. 75. HHFA-PHA Program Planning Division, Statistics Branch,
USHA Program, Annual, 225.1, Table 2.
"'Estimated by decomposition of larger interval.

3.0*

$8,000 and over

1.0

1.9*

Total

100.0

100.0

Median Family 1

ncome: $2,492

$5,060

No. of Families:

439,623

9,071

Sources: U.S. Department of Housing and Urban Development,

Federal Housing Administration, Office of the Assistant Com-

missioner for Programs, Report on the FHA Section 221(d)(3)

'I I'V

Below-Market Interest Rate Program, Washington, D. C, 1966,

p. 75. HHFA-PHA Program Planning Division, Statistics Branch,

USHA Program, Annual, 225.1, Table 2.

*Estimated by decomposition of larger interval.
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misleading. First, since the section 221(d)(3) pro-

gram originated in 1961, only new or recently

constructed units could have been occupied by

1964, while Public Housing projects are much

older on the average. This does not mean that

the program gap shown for 1963 is wrong; it

merely means that it can be expected to narrow

in later years as the BMIR projects approach the

mean age of Public Housing units. After fiscal

1968, the section 236 program will, of course, also

help to fill the gap. One can easily visualize the

frequency distribution for families in section 236

units as similar to the 221(d)(3) BMIR distribu-

tion shown in Figure 2, but with all points there-

on shifted about $1,000 to the left.

The second and more fundamental criticism

is directed at the way in which the gaps were

previously shown as the thinly covered income

range between two equally weighted frequency

distributions. This presentation has its uses if

multi-year program levels are the relevant policy

variable. However, for the purpose of describing

the past record, internal reference disregards

comparative program output levels and both dis-

tributions in turn take no account of the fact

that the number of families falling into each

income group varies.

We will now turn to this investigation. It will

be found that for families with income below

$1,000 the gap does not vanish when the total

provision of units in Federally-assisted rental

housing is related to the number of families in

the lowest income group. The intermediate gap,

however, makes little more than a small dent in

the aggregate distribution of Federally-assisted

housing units over income classes since Public

Housing far outweighs all the other program

elements. Were it not for differences in the num-

ber of families falling into each income class, the

overall impact curve of Federally-assisted housing

in relation to the population in each income

group would therefore closely approximate the

shape of the Public Housing distribution shown

in Figure 2.

V. The Estimated Impact of Federally

Assisted Rental Housing Programs on

Renter Families in 1968

As a first step towards identifying the percent-

age of families in each income class currently

residing in Federally Assisted Rental Housing,

the income distributions of tenants reported in

misleading. First, since the section 221(d)(3) program originated in 1961, only new or recently
constructed units could have been occupied by
1964, while Public Housing projects are much
older on the average. This does not mean that
the program gap shown for 1963 is wrong; it
merely means that it can be expected to narrow
in later years as the BMIR projects approach the
mean age of Public Housing units. After fiscal
1968, the section 236 program will, of course, also
help to fill the gap. One can easily visualize the
frequency distribution for families in section 236
units as similar to the 221 (d)(3) Bl\IIR distribution shown in Figure 2, but with all points thereon shifted about $1,000 to the left.
The second and more fundamental criticism
is directed at the way in which the gaps were
previously shown as the thinly covered income
range between two equally weighted frequency
distributions. This presentation has its uses if
multi-year program levels are the relevant policy
variable. However, for the purpose of describing
the past record, internal reference disregards
comparative program output levels and both distributions in turn take no account of the fact
that the number of families falling into each
.
.
mcome group vanes.
We will now turn to this investigation. It will
be found that for families with income below
$1,000 the gap does not vanish when the total
provision of units in Federally-assisted rental
housing is related to the number of families in
the lowest income group. The intermediate gap,
however, makes little more than a small dent in
the aggregate distribution of Federally-assisted
housing units over income classes since Public
Housing far outweighs all the other program
elements. Were it not for differences in the number of families falling into each income class, the
overall impact curve of Federally-assisted housing
in relation to the population in each income
group would therefore closely approximate the
shape of the Public Housing distribution shown
in Figure 2.

Table 8 for the major existing programs can be

adjusted to 1968. Based on the assumption of a

TABLE 9. Estimated Income Distributions of Families

in Federally Assisted Rental Housing, U.S., Fiscal 1968

Public

Rent

Total Family Income

Housing

Supplements 221(d)(3) BMIR

Under $1,000

7.0Â°o

.8%

1,000-1,499

V. The Estimated Impact of Federally
Assisted Rental Housing Programs on
Renter Families in 1968
As a first step towards identifying the percentage of families in each income class currently
residing in Federally Assisted Rental Housing,
the income distribu tions of tenants reported in
Table 8 for the major existing programs can be
adjusted to 1968. Based on the assumption of a

11.0

5.0%

.5

1,500-1,999

12.0

10.0
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TABLE 9. Estimated Income Distributions of Families
in Federally Assisted Rental Housing, U.S., Fiscal 1968
Public
Total Family Income Housing
Under $1,000
1,000-1,499
1,500-1,999
2,000-2,499
2,500-2,999
3,000-3,499
3,500-3,999
4,000-4,499
4,500-4,999
5,000-5,499
5,500-5,999
6,000-6,499
6,500-6,999
7,000-7,499
7,500-7,999
8,000-8,499
8,500-8,999
9,000-9,280
Over $9,280*

Rent
Supplements 221(d)(3) BMIR

7.0%
11.0
12.0
12.0
12.0
10.0
8.0
7.0
6.0
4.0
3.0
2.0
2.0
1.0
.8
.6
.4
.2
1.0

Total

.8%
.5
.5
1.2
2.0
3.0
5.0
7.0
10.0
11.0
13.0
12.0
10.0
9.0
5.0
4.0
3.0
1.1
1.9

5.0%
10.0
15.0
20.0
20.0
15.0
10.0
5.0

100.0

100.0

100.0

*In Table 8, the percentage of families with incomes over
$8,000 in 1963 was listed in this open-ended class. Since
1.16 x $8,000 = $9,280, the same percentage of families is
therefore estimated to have incomes over $9,280 in 1968.
TABLE 10. A Distribution of Federally Assisted
Rental Housing Units Available for Occupancy in
Fiscal 1968 over Family Income Classes
Total Family
Income

Public
Housing

Under $1,000
1,000-1,499
1,500-1,999
2,000-2,499
2,500-2,999
3,000-3,499
3,500-3,999
4,000-4,499
4,500-4,999
5,000-5,499
5,500-5,999
6,000-6,499
6,500-6,999
7,000-7,499
7,500-7,999
8,000-8,499
8,500-8,999
9,000-9,280
Over $9,280

49,402
77,632
84,690
84,690
84,690
70,575
56,460
49,402
42,345
28,230
21,172
14,115
14,115
7,057
5,646
4,234
2,823
1,412
7,057

Total

705,747

221(d)(3)
Rent
Supplements BMIR
525
1,050
1,575
2,100
2,100
1,575
1,050
525

10,500

Total

576
360
360
864
1,440
2,160
J,600
5,040
7,200
7,920
9,360
8,640
7,200
6,480
3,600
2,880
2,160
792
1,368

49,978
78,517
86,100
87,129
88,230
74,835
61,635
55,492
50,070
36,150
30,532
22,755
21,315
13,537
9,246
7,114
4,983
2,204
8,425

72,000

788,247

Source: The percentage distributions reported in Table 9 are
applied to the total number of units estimated to be available
for occupancy under each program in Fiscal 1968 as shown
in the last column below.
Fiscal Year

1966

1967

1968

Public Housing
Rent Supplements
221(d)(3) BMIR

618,501
13,000

653,747
1,431
28,000

705,747
10,500
72,000

Total

631,501

683,178

788,247

Source: Appendix B.

16 percent increase in money incomes from 1963
to 1968,3:; the adjusted distributions are shown
35. The consumer price index has risen by approximately
14 percent from the middle of 1963 to June 1968. We add
two percentage points to make some slight allowance for
the faster rise in maintenance and service costs of housing.
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in Table 9,30 and a hypothetical distribution for

the rent supplement program previously dis-

cussed is added.

We then apply the income or impact distribu-

tions for the Federal programs to the estimated

number of units available under each, as reported

for fiscal 1968 and earlier years in Appendix B.

This allows us to proceed from percentage distri-

butions of assisted housing families over income

classes to the corresponding numerical distribu-

tions of all Federally assisted rental housing units

over the income classes of their occupants. Hav-

ing estimated how many assisted housing units

in Table 9,30 and a hypothetical distribution for
the rent supplement program previously discussed is added.
We then apply the income or impact distributions for the Federal programs to the estimated
number of units available under each, as reported
for fiscal 1968 and earlier years in Appendix B.
This allows us to proceed from percentage distributions of assisted housing families over income
classes to the corresponding numerical distributions of all Federally assisted rental housing units
over the income classes of their occupants. Having estimated how many assisted housing units
are available for each income grou p, as shown in
Table 10, it remains only to identify the relevant

total population in each income class to whose
needs the programs are addressed.
Since we have considered only rental programs
and have dealt merely with urban housing, all
urban families living in renter-occupied units
would appear to be the proper referent. Unfortunately, the income distribution of urban families
is reported only at decennial Census intervals,
when the classification of areas as either urban
or rural is redetermined. Hence, we used the income distribution of nonfarm families in 1967 as
the closest available substitute 37 and multiplied
by the percentage of renters reported for each
income class in 1960 38 to obtain the rough estimates laid out in Table II (column 5).

are available for each income group, as shown in

Table 10, it remains only to identify the relevant

total population in each income class to whose

needs the programs are addressed.

Since we have considered only rental programs

and have dealt merely with urban housing, all

urban families living in renter-occupied units

would appear to be the proper referent. Unfortu-

nately, the income distribution of urban families

is reported only at decennial Census intervals,

when the classification of areas as either urban

or rural is redetermined. Hence, we used the in-

come distribution of nonfarm families in 1967 as

the closest available substitute 37 and multiplied

by the percentage of renters reported for each

income class in 196038 to obtain the rough esti-

mates laid out in Table 11 (column 5).

TABLE 11. NonFarm Renter Families by Income Classes in Relation to the Total Number of Federally Assisted

Rental Housing Units Estimated to be Available for Occupancy in Fiscal 1968

Federally Assisted

All

NonFarm Fami

lies

NonFarm Renter Families

Rental Housing Units

Percentage

Total Family

TABLE 11. NonFarm Renter Families by Income Classes in Relation to the Total Number of Federally Assisted
Rental Housing Units Estimated to be Available for Occupancy in Fiscal 1968
Federally Assisted
Rental Housing Units
All NonFarm Families
NonFarm Renter Families
Percentage
Total Family
As a Percentage
Percent of
Absolute
Absolute
Absolute
Distributions
Income
Previous
of NonFarm Renter
Numbers
Numbers
Numbers
Families
Simple
Cumulative
7 = (6/5) Percent
1
2
3
4
5=3x4
6
Under $1,000
49,978
10.5%
2.1 %
2.1 %
970,700
475,600
49%
1,000-1,499
2.1
16.5
475,600
78,517
4.2
970,700
49
1,500-1,999
13.1
2.9
7.1
1,340,500
656,800
86,100
49
2,000-2,499
87,129
12.2
3.1
10.2
50
716,500
1,433,000
2,500-2,999
88,230
12.7
3.0
13.2
1,386,800
50
693,400
9.5
3,000-3,499
785,900
74,835
3.4
16.6
1,571,700
50
3,500-3,999
61,635
8.3
3.2
19.8
1,479,200
739,600
50
8.1
4,000-4,499
55,492
3.3
23.1
1,525,400
45
686,400
50,070
6.7
4,500-4,999
26.7
1,664,100
748,800
3.6
45
5,000-5,499
36,150
5.1
4.0
30.7
702,600
1,849,000
38
4.0
5,500-5,999
30,532
4.3
35.0
1,987,700
755,300
38
3.3
22,755
6,000-6,499
32
680,400
4.6
39.6
2,126,400
6,500-6,999
21,315
3.1
4.7
2,172,600
32
695,200
44.3
7,000-7,499
13,537
2.1
2,218,800
643,500
4.8
49.1*
29
1.5
9,246
53.8*
7,500-7,999
29
630,100
4.7
2,172,600
7,114
1.4
8,000-8,499
1,987,700
516,800
58.1
26
4.3
4,983
1.0
8,500-8,999
1,849,000
26
480,700
4.0
62.1
2,204
.9
9,000-9,280
957,800
26
249,000
2.2
64.3
3,312,300
8,425
.3
Over $9,280
35.7
100.0
16,561,300
20
788,247
5.4%
32%
14,644,500
Total
46,225,000
100.0%

Distributions

Absolute

Percent of

Absolute

Absolute

As a Percentage

Income

Simple

Cumulative

Numbers

Previous

Numbers

Numbers

of NonFarm Renter

Families

1

2

3

4

5 = 3x4

6

7 = (6/5) Percent

Under $1,000

Sources: For columns 1 and 3 we used U.S. Bureau of the
Census, Current Population Reports, Series P-60, No. 53, "Income in 1966 of Families and Persons in the United States
(as of March 1967)," U.S. Government Printing Office, Washington, D. C. 1967, p. 23. By July 1968, the distribution of
families as of March 1968 by their 1967 income had not yet
been published.
The Percentage of Renter Families in each income class
(column 4) was taken from U.S. Bureau of the Census, U.S.
36. An example of the adjustment procedure can be given.
We assume that the (required) money income of all groups
accommodated by the federal programs had to rise by 16
percent on the average from 1963 to 1968. After multiplying by 1.16, we then find, for instance, that while 8 percent of all families in Public Housing had incomes below
$1,000 in 1963, the same 8 percent will now have incomes
below $1,160. In terms of 1968 incomes, only 7 percent
(8 percent/1.I6) of all Public Housing families will therefore fall into the class for families with incomes below
$1,000, if we crudely interpOlate. In this fashion the percentages in the income distribution of 1963 were redistributed over the same current dollar income ranges in
1968.

0'

HousIng: 1960, Metropolitan HousIng, Final Report
HC(2)-l, U.S. Government Printing Office, Washington, D. C.,
1963, pp. 4-6. Exceft in the three lowest income classes
where an adjustmen was made, the inclusion of unrelated
individuals (who are less likely to be homeowners) and of
families living on a farm (who are more likely to own) is not
believed to have significantly distorted the percentages which
can be calculated only for broad income ranges from the
source followed.
Column 6 is identical to the last column in Table 10.
*The median family income in 1966 of nonfarm families as of
March 1967 was $7,582.
Census

37. As an estimator of the income distribution of urban
families, the nonfarm distribution is, of course, biased
downwards.
38. Since we made no adjustment for the fact that families
in the same nominal income class are poorer in 1968 than
in 1960 or 1959, and since the percentage of renters decreases with income, we implicitly assumed a slight rise in
the frequency of homeownership at comparable levels of
real income from 1960 to 1968. In 1960, 38 percent of all
families were renters, but the total in column 4 of Table
II shows that our procedure implies that by 1968 this
percentage has fallen to 32 percent.

2.1%

2.1%

970,700

49%

475,600

49,978

10.5%
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P ERCENT OF
F AMILIES IN
ASSlSITE D
HOUSING
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o

•

PU BLI C HOUSING

•

RE NT SUPPLEMENT

o

221 (dl(3 ) BMlR

6,000
7,000
8,000
TOT AL ANNUAL FAMI L Y INCOME , Ig6 a

FI GURE 3 . The Pe rcel'llage of No nFarm Re nier families Occupyi ng Federa lly Assisled Re nta l Ho us ing. Un ited
S tates. Fiscal 1968. Estimate

Jt sho u ld be kep t in mind that fam ilies ran ked
by income and those fa lli ng i lli O a ny g iven po pulation percent ile in o ne loca lity wi ll not n eces·
sa rily a p pear in Ihe same perce n t ile o r even
decile o f t he U .S. nOll fa rln pop u i;uioll as a whole,
if income a nd COSI ~ Iru c lurcs in t he 10ca lilY di verge from th e 1I:11ion:l1 average le\'c\ or pal lern .
Medi an fam ily income. fo r imta n re, ra n easily
differ by more th all to pe rre n t fro m the na tion;"
measu re in anyone p lace, a nd regu la tions in
ho usin g p ro~ r;lIns are al wilYs tied to loca l medi :l.Ils. T h e pc rceTllage of relllers ill an y income
class will , o f cou rse, also d iffer fro m pl;lI..e to
place, b ut Ih e ge nera l obSt' rv;lt ion th a t Ihe percentage o f h omeowners in Cl'C,lseS with incomc for
all but the lowest levels cO ll t;lin ing a di sproport io na te number of ho mc-ow n ing elderly, is
important . Fed erally assisted re ili al hOLlsing
programs, even in th e abscn ce of in com e limi ts
and fi xed re n t·income r:lI ios, wo ul d primarily
benefit families in Ihe lo wer h a ir of Ih e income
distribu t ion , tho ugh th eir inciden ce might not
adequatel y cove l' the lowest decil es.
As the last co lum n o f Table II , which is
p lo u ed as th e r idge line in Figure 3. shows, the
cu rre n t impact o f Fed era l Rellla l Housing pro·
grams, st ill basica lly d e te rm ined b y Pu bl ic H o us·
ing," is strongest in relation to th eir nu m bers for
the t w o lowest d eci les o f families wi lh incomes
of less tha n $4 ,000. In lh is gro u pc26,OOO o r o f
ll e11 /li / H Ol/si"g Pr0f::"mms

a tota l o f 1.5·1 II lillio n nOIl·fa rm fa mi lies, or 11.6
percent, a rc c~t illl a t e d to bc li vi ng in Fed erally
assisted ren tal hOllsi ng. H owe\'er, the relat ive
frcl.J ucncr wilh which famil ies arc benefit ing
d rop~ off fOI in comes below $ 1,000.40 I n the th ird
decik-, where th e seclion 22 1(d) (3) BM IR progralll begi ns to ;nld some \\·e igh t. Icss Ih ,m 7 per{C llt still ben ciil , a nd th is ra t io f:tl ls progressi\'ely
to a boll l 2 1X' lccnt fo r Ihe class a ro u nd media n
fam ily income.
I)cflni lioll\ ;t lul P('l'l cn lage \Ve igh t of ImJ>onan t
Su bsidial}' Accoll nts in CoSI Eieme1lls AI Fi nal
S t a~e:

( I ) ~Ilt· rlC'lI/ISIIIUII. In addi tion 10 the LOtal sitc
aClju i~ i t ion aCOlt l ll t

subsid ia ry accou nts included
;1I·C Pro pe r!) P lll"lh asc~,1 Survcys a nd i\laps,~ A p·
p ra i~ al s. Tille Informat io n . Lega l COSIS, SiteO p t io n Ncgo tia t io ns, Curre n l T ax Sett lements,
39.

,\\ (a n he .'lern from Ta ble 10. Ih e I' ublic Ho using

or

p rogl01 111 p]"midr, I!lS pe rf l' ]] 1
all as~isled un its a \ 3;1:lble
fo r OCI.UI''' I1') in ft~,al 19f06 ~1I(1 i5 ~ l i l l e.:p<."Clcd 10 ,"{(o unt
fo r ~ 1 1l1t>Sl 90 l)Cl"("C Ill in tiM~1 1'J6i!.
40. Si nce SOllie unrd:. led elder]" with \ef}· Low in com es
li nd a,(ollllllll. I:llion ;n I'uh l ic 1101l3;l1g (Ihe n u.n erdlor)
wh ile un rclau:tl i n d ;\ itl nal ~ arc ewlude,1 from Ihe IOla l
POI'UI;lIiol1 <'slim~ le (Ihe c1~n01n i n alO r). Ihe fi r st percent aga re l'o r l ..... in cohn nn "i of -r"ble I I sligh tly o .. erst:lle
lhe In .., ;m p"cl Ol( ~ eder.ll1)' amsted hOUS;11g 011 Ihe
10" ·{'$1 0; PCJ[C111 IIf h mili" ;n Ihe iOlcome " illri l) «1iOI1 .
T it", a(1I131 d.,d ine ;. the refore proI>3 h l)' somew ha t slt"" per

ami slam
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APPENDIX A. Estimated Development Costs per Unit for Public Housing Projects Placed under Construction in
1965 Emphasizing Regional Differences in Absolute Costs (Across) and Cost Composition (Down)
Administrative
Regions

APPENDIX A. Estimated Development Costs per Unit for Public Housing Projects Placed under Construction in

Overall
Average*

Site ACQuisitionWithout Existing
Improvements

$756

Site ACQuisitionValue of Existing
Improvements

543

New York

5.0% 1,006

100

6.0

133.1

Philadelphia

811

Atlanta

752

4.6

107.3

99.5

701

514

5.5

Chicago

546

3.6

72.2

Fort Worth

601

4.5

79.5

San Francisco

1,031

6.7

136.4

1965 Emphasizing Regional Differences in Absolute Costs (Across) and Cost Composition (Down)

Administrative

Regions

100

Overall

Average*

Site Improvement 1,819

100

New York

Philadelphia

Atlanta

Chicago

Dwelling
construction
and Equipment

3.6

813

4.8

149.7
12.1

$9,943 66.0

1,573
86.5

129.1

597
1,350
74.2

94.7

2,173 12.3
119.5

2,091 15.3
115.0

11,152 66.1

11,914 67.5

8,618 63.1

119.8

4.0

86.7

314

2.4

57.8

109.9

9.3

112.2

100

4.0

3.8

91

.6

16.8

9.0

1,674 12.6
92.0

1,791 11.7
98.5

10,413 69.4

8,705 65.4

10,300 67.0

87.5

104.7

103.6

Fort Worth

San Francisco

Site Acquisitionâ

Non-Dwelling
Construction
and Equipment

499

3.3

574

3.4

115.0

100

465

2.6

363

2.7

72.7

93.2

602

4.0

571

4.3

120.6

114.4

1,509 10.0

1,438 10.8

490

3.2

98.2

Without Existing

Improvements

$756

(Administration, $1,512
Other
Interest, Planning)
100

10.0

1,758 10.4

1,588

116.3

105.0

9.Q

1,313

9.6

86.8

95.1

99.8

1,669 10.8
110.4

100

5.0% 1,006

133.1

Total
$15,072 100%16,876
Rei. to Overall Av.
112.0
100%
ReI. to N.Y.
89.3%
100

100

17,652
117.1
104.6

100

13,651
90.6
80.9

100

15,017
99.6
89.0

100

13 303
88.3
78.8

100

15,372
102.0
91.1

100

6.0

811

*Includes Puerto Rico.

107.3

4.6

752

99.5

5.5

546

72.2

3.6

601

79.5

4.5

1,031

136.4

6.7

Site Acquisitionâ

Source: Calculated from various RHA cost studies prepared
at the direction of Sol Ackerman in 1966-7.
Related Intormatlon: The average number of rooms per unit was
4.24, and the average number of units per
project was 79.
The average annual rate of increase from
fiscal 1959 through 1965 was
-for site acquisition and improvement
costs combmed: 2.7 percent.
-for dwelling construction and equipment: 1.5. percent.
Given the differences in reaional costs.
chanses in the relative number of units
put under construction in each region will
affect the year-tc-year development of overall costs. Relional avera,es in turn may be
influenced by shifts In he locational distribution of building within the region or
between high cost and low cost areas.

Value of Existing

Improvements

543

100

3.6

813

149.7

4.8

701

129.1

4.0

514

94.7

3.8

597

109.9

Tenant. Relocation, Sundry Site Costs and Site
Net Income. 1(92 percent) 2(3 percent)
Since 1965, the total site acquisition account
has been divided into cost of land and cost of
existing improvements.

(2) Site Improvement Costs. "Major Items":
Grading and Paving Sites, Developing Sewers
and Utility Distribution Systems, Landscaping.
(92 percent)
"Minor Items": Expenses for Demolition and
Excess Foundations, Allowances for Abnormal
Subsoil.

4.0

314

57.8

2.4

91

16.8

.6

Site Improvement

1,819

100

12.1

(3) Dwelling Construction Costs. Labor and Material including Normal Excavation and Backfill,
Plumbing, Heating, Electrical, Elevators and Related Equipment. Also included are expenditures
for Fixed Equipment Incorporated into the
Structure. (No Weights Provided)
(4) Non-Dwelling Construction Costs. Administration Buildings or Spaces, Community Build-

1,573

ings or Spaces which are used for Health, Educational, and Recreational Purposes. Also, Funds
Expended for both Labor and Materials are
included. (No Weights Provided)
Imputation Problems: The project budget may
include facilities for a number of other projects
being developed at the same time.
Bias in Cost Comparisons by Size of Project:
Elevator buildings often include access space on
the first floor and storage spaces for tenants in
basements which are classified as non-dwelling
space.

(5) Administration Costs. Expenses Incurred during the Development of the Project which require payment of Technical Salaries, 1 NonTechnical Salaries,!? and Legal Expenses.
Subsidiary Accounts: Technical and NonTechnical Salaries, Legal Expenses, Employee
Benefit Contributions, Equipment Expended,
and Sundry.3
1(8 percent) !? (55 percent) 3(27 percent)
(6) Planning Costs. Architectural and Engineering Fees,1 Consultant Fees, Permit Fees, Inspection Costs,!? Fees for HAA Services, Housing
Surveys, and Sundry Planning Costs.
1 (63 percent) 2 (28 percent)
(7) Interest Costs. Interest on Notes to Housing
Assistance Administration, Interest on Notes
privately placed by Local Housing Authorities,
Interest on Bonds to the time of permanent
financing, Interest Income from Investments.

86.5

9.3

2,173

119.5

12.3

2,091
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APPENDIX B. Units Available for Occupancy in Federally Assisted Rental Housing Projects;
Estimate for Fiscal Years as of March 1968
1965

1966

1967

1968

Actual

Actual

Estimate

Estimate

591,310

612,804

641,553

675,553

5,459

7,134

10,134

238

5,060

20,060

618,501

653,747

705,747

Program Element

(Al Public Housir'

APPENDIX B. Units Available for Occupancy in Federally Assisted Rental Housing Projects;

Estimate for Fiscal Years as of March 1968

Program Element

1965

1966

1967

Actual

Public housing: new construction; annual contributions;
units available for occupancy
Public housing: existing construction; purchase and rehabilitation;
annual contributions; units available for occupancy
Public housing: existing construction; leases; annual contributions;
units available for occupancy

Actual

Estimate

-

---

Total No. of Units in Public Housing:

(A) Public Housir

-----------Public housing: new construction; annual contributions;

units available for occupancy

Public housing: existing construction; purchase and rehabilitation;

annual contributions; units available for occupancy

Public housing: existing construction; leases; annual contributions;

-

591,310
(B) Rent Supplement Program

Private housing: new construction; insured financing with rent
supplements; units available for occupancy
Private housing: rehabilitated construction; insured financing with
rent supplements; units available for occupancy
Total No. of Units under Rent Supplement Contracts:

591,310

(C) Section 221(d)(3)

612,804

5,459

238

1968

Estimate

641,553 675,553

7,134 10,134

5,060 20,060

24,147

23,793

27,687

36,750

14,033

Rental housing: new construction; insured financing;
below-market interest rate
-unit application receipts
(lag to completion 36-42 months)
-commitments (units)
(lag to completion 12-18 months)
Rental housing: rehabilitated construction; insured financing;
below-market interest rate
-unit application receipts
-Commitments (units)

---------------,-------

Total New and Existing Units Constructed under Section
221(d)(3) BMIR Available for Occupancy*

15,762

24,000

24,600

Source: U.S. Department of Housing and Urban Development, Budget Division.
*Estimated by assuming that the lag between application receipts and completion, whiCh was 3.5 years until 1967, is shortened
to 3 years by the end of fiscal 1968.

795

933

941

837

1,000

1,000

2,000

1,000

units available for occupancy

Total No. of Units in Public Housing:

(B) Rent Supplement Program

591,310 618,501 653,747 705,747

Private housing: new construction; insured financing with rent

supplements; units available for occupancy

Private housing: rehabilitated construction; insured financing with

rent supplements; units available for occupancy

930

501

7,500

3,000

Total No. of Units under Rent Supplement Contracts:

1,431

10,500

(C) Section 221(d)(3) BMIR

Rental housing: new construction; insured financing;

below-market interest rate

âunit application receipts

(lag to completion 36-42 months)

âcommitments (units)

(lag to completion 12-18 months)

Rental housing: rehabilitated construction; insured financing;

below-market interest rate

Original from

âunit application receipts

âCommitments (units)

Total New and Existing Units Constructed under Section

221(d)(3) BMIR Available for Occupancy*

n.a.

13,000
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Index
A

Index

\cquisition costs, 128

Ilcquisition costs, 128
IlFDC
see Aid to Families with Dependent
Children
Ilge-specific headship rates, 29-30
\id to Families with Dependent Children (AFDC)
computing family income, 152
computing rent-income ratio, 156
\mortization
see Ex penses, housing
\nnuity, 142
\tkinson, L. J., 125

\FDC

see Aid to Families with Dependent

Children

Age-specific headship rates, 29-30

Aid to Families with Dependent Chil-

dren (AFDC)

computing family income, 152

o

computing rent-income ratio, 156

Amortization

see Expenses, housing

Annuity, 142

Atkinson, L. J., 125

B

Jaumol, William J., 140

Jelow Market Housing

B

median family income, 159

occupancy limits, 112

lJaumol, William j., 140
lJelow Market Housing
I median family income, 159
occupancy limits, 112
rent-income ratios, 155, 158
tenants employment status, 160
unit rentals, 151
elow Market Interest Rate Program
(BMIR) Section 221 (d) (3)
average required rentals, 153-154
construction of, 161
Detroit, 151, 154
development cost limits, 151, 153
income distribution of tenants as
compared to public housing. 159
income limits, 112, 155
income necessary for residence, 157158, 163
intra-project redistribution, 156
oeckh, index of construction costs, 141
ottom-end rental housing. requirements. 58. 92
udget
family studies. 107
minimum adequate. 107-108. 111-112
ureau of Labor Statistics
definition of family, 143
price index, 125
Survey of Consumer Expenditures,
124

rent-income ratios, 155, 158

Construction
see Housing. construction needs. projected
Consumer Price Index, 18, 125, 141, 145
Costs, housing
areas. high-cost, low-cost, 112
constraint. 151
construction, 108-109, 112. 156
development. 107. 110
homeowner, 13
limits, Rent Supplement projects, 107
living. 112
minors. added to minimum budget,
111
rental, 13, 107
subsidy, 110
see Development costs
Crowding. household, 10, 15-18, 23, 2628, 51, 56, 58, 80, 90. 93

tenants employment status, 160

unit rentals, 151

ielow Market Interest Rate Program

(BMIR) Section 221 (d) (3)

average required rentals, 153-154

construction of, 161

Detroit, 151, 154

development cost limits, 151, 153

income distribution of tenants as

compared to public housing, 159

income limits, 112, 155

income necessary for residence, 157-

158, 163

intra-project redistribution, 156

loeckh, index of construction costs, 141

iottom-end rental housing, require-

ments, 58, 92

Uulget

family studies, 107

minimum adequate, 107-108, 111-112

Jureau of Labor Statistics

definition of family, 143

price index, 125

Survey of Consumer Expenditures,

124

Capital costs, 124, 126, 128, 129

Cash cost ratio, 137

Census Bureau

see U.S. Bureau of the Census

Census of Housing, 1960, 8-9, 13, 116,

124, 126, 144

Combination Declining Annuity Plan,

153

Committee on Banking and Currency,

123

pital costs, 124, 126, 128, 129
sh cost ratio. 137
ens us Bureau
see U.S. Bureau of the Census
nsus of Housing. 1960. 8-9. 13. 116.
124, 126, 144
mbination Declining Annuity Plan,
153
:omn:.ittee on Banking and Currency,
123

Construction

see Housing, construction needs, pro-

jected

Consumer Price Index, 18, 125, 141, 145

Costs, housing

areas, high-cost, low-cost, 112

constraint, 151

construction, 108-109, 112, 156

development, 107, 110

D
Debt-equity ratio, 121, 122, 124, 126.
127, 131, 137
Debt-financing. 116
Default. 128, 137, 140
Demand, housing
background factors. 77
elderly household. 65. 68
growth, 67
household size forecast, 69
households. regional, 67
metropolitan area households, 47,
65-67
household outlook: 1968-78, 66-67
central city households: 1968-78,67
non-economic, 49, 82-84
potential. 136, 138, 139
projection study, 44
replacement demand, 77
see Inventory housing
Vacancies
Depreciation
rate, 127
real, 124
Detroit
BMIR program, 151
Detroit Housing Commission. 152,
156
elderly and non-elderly families in
public housing projects, 156
income limits for admission to Federal Housing projects, 155
income needed for
moderate standard of living, 157
Public Housing, 151, 152, 154, 156,
159-160
Public Housing and BMIR cost limits compared, 154
re-examination for continued occupancy in housing projects, 156

homeowner, 13

limits, Rent Supplement projects, 107

living, 112

minors, added to minimum budget,

111 .

rental, 13, 107

Dig ize b

Rent Supplement program, 151
rent-income ratios in housing, 152
rents in Federal Housing Programs
Compared, 154-156
SMSA, 151
Development costs
annual operating expenses as percent
of total development costs, 153
as affect required annual rental, 153154
constraints designed to control, 151
dwelling construction costs as percent
of total development costs, 154
limits set for federally assisted housing, 151
operating costs per $10,000 of development costs, 151
role in developing unit rentals, 151
Dilapidation
definition, 32-33
housing units, 47, 52-56, 87, 89, 91
elderly households, 56
latin households, 55, 56
non-white households, 55, 56
rent value, 56
Discrimination
against large families, 108-109
housing, 14
price, 108
rationing, discriminatory, 108
"Disparity" index, 55
Dissaving, 131

E
Economic mix, 110, 112
Effective demand households
see Households
Equity. home, 122. 124, 125, 127, 133135, 137. 141, 142
Expenditure/income ratios, 13-14
Expense ratios
cash cost, 137
debt-equity. 121, 122, 124, 126, 127,
131, 137
expenditure/income ratio, 12-13
gross, after tax equivalent, 121
loan-value, 121, 122, 124, 126, 127,
131, 137
net, 121
rent-income. 107-108. 112
value-income, 129, 130, 140, 143
Expenses, housing
amortization of. 120-122. 124. 127
expenditure/income ratios, 13-14
function of. 126-128, 130-131
mortgage payments and property
taxes as percent of total, 121
"normative", 81. 92
of low income families. 132
stochastic, 116
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total out-of-pocket (THE), 117, 120,

122, 124, 128, 130-131, 133-134

total out-of-pocket (THE), 117, 120.
122. 124, 128, 130-131, 133-134
computation of, 126, 131
defined, 127, 143
reduction. 116-117
varying within income classes, 121,
128-131, 139

computation of, 126, 131

defined, 127, 143

reduction, 116-117

F

varying within income classes, 121,

128-131, 139

Families

age, as related to cost of homes pur-

chased, 126

definition, 143

doubling, 44, 52, 56, 58, 61, 65, 80,

90, 91, 93

elderly

as public housing population, 156

income ratio, 156

high-income, 129, 141

husband-wife, 139

income

computation, 152

distribution in federally assisted

housing programs, 159, 161, 163

ratio of rent to, 151-152

low-income, 120, 122, 123, 131, 132,

137, 141

eligibility for homeownership, 122,

127, 139

increase in size as relates to pro-

portion of income spent on hous-

ing, 125, see Net worth

increasing locational alternatives,

123

lengthening mortgage terms, 139

loan-value ratio, 131

new home subsidies, 123

total housing expenses of, 128, 132

moderate-income, 120, 123, 129

improvement of feasibility of home-

ownership, 118

increase in size as relates to pro-

portion of income spent on hous-

ing, 121

loans, 116

subsidies promoting homeowner-

ship, 133

non-farm, 132, 133, 139, 140, 143-145

housing expenses, 137

income distribution, 123, 133

median income, 123, 133

net worth, 118, 141

percent which qualify as targets,

123, 134, 139

size, 107-112

target, 133-142

defined, 122, 134

higher home values, 141

percentage eligible for homeowner-

ship, 134

percent of non-farm families quali-

fying, 122, 134, 139

percent owning homes, 118, 123,

138

without significant net worth, 134

Farquar and Sumichrast, 25

Families
age, as related to cost of homes purchased, 126
definition. 143
doubling, 44, 52, 56, 58. 61, 65, 80,
90, 91, 93
elderly
as public housing population, 156
income ratio, 156
high-income, 129, 141
husband-wife, 139
income
computation, 152
distribution in federally assisted
housing programs, 159, 161, 163
ratio of rent to, 151-152
low-income, 120, 122, 123, 131, 132,
137, 141
eligibility for homeownership, 122,
127, 139
increase in size as relates to proportion of income spent on housing, 125. see Net worth
increasing locational alternatives,
123
lengthening mortgage terms, 139
loan-value ratio, 131
new home subsidies, 123
total housing expenses of, 128, 132
moderate-income, 120, 123, 129
improvement of feasibility of homeownership, 118
increase in size as relates to proportion of income spent on housing, 121
loans, 116
subsidies promoting homeownership, 133
non-farm, 132, 133, 139, 140, 143-145
housing expenses. 137
income distribution, 123, 133
median income, 123, 133
net worth, 118, 141
percent which qualify as targets,
123, 134, 139
size, 107-112
target, 133- 142
defined, 122, 134
higher home values, 141
percentage eligible for homeownership, 134
percent of non-farm families qualifying, 122, 134, 139
percent owning homes, 118, 123,
138
without significant net worth, 134

Federal Government, 8, 24-25, 83, 116

Federal Housing Authority, 75, 116, 121,

128, 130-131, 152-153

BMlR program: see Below Market

Interest Rate Program

estimate of effective income, 134
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Farquar and Sumichrast, 25
Federal Government, 8, 24-25, 83, 116
Federal Housing Authority, 75, 116, 121,
128, 130-131, 152-153
BMIR program: see Below Market
Interest Rate Program
estimate of effective income, 134
interest rate ceiling, 139
mortgage insurance, 118, 126, 143
mortgages, 134
participation in homebuilding by region. 121
selling of properties, 128
statistics on insured homes, 116, 126,
139
Federal housing programs
constraints, 151
interdependence of cost, economic
rent, ,and fami.ly income limits in,
156
see Below Market Interest Rate Program
Federally Assisted Housing
Rent Supplement Program
Section 236
Federally assisted housing
distribution of units available for occupancy in 1968, 161 (Table 10)
effect of regional cost differences, 160
impact of, as affected by numerical
differences in income classes, 161
income distribution of families, 159
(Figure 2), 160 (Table 8)
income distribution of tenants adjusted to 1968. 162
non-farm families in relating to available units, 162 (Table 11)
percent occupied by non-farm families. 1968, 163 (Figure 3)
see Federal housing programs
Federal National Mortgage Association
special assistance functions of, 120
Federal Reserve Act, 120
Federal Reserve System, 118, 125
Federal Savings and Loan Associations,
120
FHA
see Federal Housing Authority
Filtering process, 49, 76, 82
FNMA
see }o'ederal National Mortgage Association
Foreclosure, 131, 134
Fulfillment ratio, 118

G
Government policy, 8, 24-25
Gross expense ratio, 121
Gross rent, 156-157

H
Heteroscedastici ty, 130
Home value, 121, 126-128, 130, 134,
139-140, 142, Appendix A

as part of housing expenses, 121, 128
as related to income of owner, 121.
125, 127, 142
definition, 143
FHA insured homes, 126
regional differences, 121
Homes, multi-family
as percentage of all mortgaged homes,
120
Homes. new, 127, 133, 139
buyers, 133
interest, 133
price differential as compared to old,
123
prices, 133
subsidies, 123
Homes, old
price differential as opposed to new,
123, 133
Homeownership
contribution of different degrees of
assistance, 118
eligibility among target families, 122123
eligibility for assistance, 122
potential impact of federal assistance,
II 8-123
social importance, 122
Households
characteristics, 1950-1978, 12
definition, 9, 32
demand preferences, 46, 57, 58, 65.
71, 78, 79, 80, 92
effective demand, projections of, 19.
22
gains, 66, 69, 77
income distribution
projections, 20, 21
1960, 21
methodology for projectiona, 28-52
age-specific headship rates, 29-50
divisional projections by age of
head, 30
household size, 30-31
metropolitan residence, trends in,
31-32
noneffective demand 1960
definition of, 33
future projections, 19-20, 22-28
1960, 16-18, 22-23
see Noneffective demand
number trends
by race, 45, 61-67
by size, 44, 45, 61-66, 68-70
elderly, 44, 62, 63, 68
regional, 67, 68
percentage of residing inside SMSA,
1960, 32
regional, 67
urbanization characteristics, tabulated, 1960, 31
Household formation, net, 24
Housing
census, 1960,8-9, 13, 116, 124, 126,144
characteristics, 1960
crowding, 10
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definition, 10

general, 10

tabulated data, 10

definition. 10
general. 10
tabulated data. 10
substandard. 9-12. 15-18. 23. 26-28
definition. 9. 33
general. 9
regional differences. 9-10
tabulated data. 9-10
construction needs. projected. 23-28
net household formation. 23. 24. 27
net removals. 23. 25. 27
replacement and repair of substandard units. 23. 26. 27
summary. 27. 28
vacancy allowance. 23-25
see Substandard housing
deteriorating. definition of. 33
discrimination. 15
low-income. 48. 50. 58
occupancy by income and family size.
11-12
programs. 45. 48. 50. 52. 79. 81. 89
BMIR (Section 221 [d] [3]). 82-84.
Ill. 112
federally assisted. 107-108. 110
President·s. 49
Public Housing. 107-112
see Public Housing
Rent Supplement. 107-112
regional need. 60. 85
req uirements. incremental. 45. 46.
48. 58. 78-80. 91. 92
sound. definition of. 33
standard
ability to pay factors. 13-14. 18
occupancy by income and family.
11-12
rents in relation to rent-paying
ability. 15-18
unit. definition of. 32
see Demand. housing
Dilapidation
Expenses. housing
Inventory. housing
Public Housing
Rental housing
Su bstandard housing
Supply. housing
ousing and Urban Development Act
limits on housing expense/income relationship. 118. 121
program gaps prior to 1968. 159

substandard, 9-12, 15-18, 23, 26-28

definition, 9, 33

general, 9

regional differences, 9-10

tabulated data, 9-10

construction needs, projected, 23-28

net household formation, 23, 24, 27

net removals, 23, 25, 27

replacement and repair of sub-

standard units, 23, 26, 27

summary, 27, 28

vacancy allowance, 23-25

see Substandard housing

deteriorating, definition of, 33

discrimination, 15

low-income, 48, 50, 58

occupancy by income and family size,

11-12

programs, 45, 48, 50, 52, 79, 81, 89

BMIR (Section 221 [d] [3]). 82-84.

Ill, 112

federally assisted, 107-108, 110

President's, 49

Public Housing, 107-112

see Public Housing

Rent Supplement, 107-112

regional need, 60, 85

requirements, incremental, 45, 46,

48, 58, 78-80, 91, 92

sound, definition of, 33

standard

ability to pay factors, 13-14, 18

occupancy by income and family,

11-12

rents in relation to rent-paying

ability, 15-18

unit, definition of, 32

see Demand, housing

Dilapidation

Expenses, housing

Inventory, housing

Public Housing

Rental housing

Substandard housing

Supply, housing

lousing and Urban Development Act

limits on housing expense/income re-

lationship, 118, 121

proposals of. 120. 123

12R. 139

see Below Market Interest Rate Program
Section 236
ousing. Below Market Interest Rate
occupancy limits in. 120. 121. 123
ousing. federally assisted
see Federally assisted housing

program gaps prior to 1968, 159

proposals of, 120. 123

see Below Market Interest Rate Pro-

gram

Section 236

lousing, Below Market Interest Rate

occupancy limits in, 120, 121, 123

lousing, federally assisted

see Federally assisted housing

ability to pay for standard housing,

factors, 13-15

admissible. scatter of. 109-110
affected by geographical location. 69
after-tax. 120-121
aggregate. 1959 and 1965. 19-20
before-tax. 120. 124. 143
below critical level. 16-17
by household size. 65. 70. 81
ceilings. 112
critical level
definition, 16, 33
variation with age. 17
1960, 16-18
deductions
educating children. 109
minors. income, 109. 112
definition. 143
distribution patterns. 64. 65. 69-71
by race, 64. 65, 70, 71, 84. 85
ga p. unserved. 84
household distribution projections,
20-21
housing standards. discrepancy between welfare and government, 108
index. 79
limits
admission to BMIR, 112
admission to Public Housing. 107109, 112
minimum annual, required for standani housing, 18
minimum adequate, for rent, 107-109
need standard of, 108-112
normal, 116. 130
over-income portions, 112
personal income growth. projected.
19-20
real, 126-127. 136
rent
percentage allotted by income
groups. 1960, 14-15,32
percentage of income. constant.
107-108, 112
ratio. rent-income. 107. 108. 112
taxable. 121
Ini tial curtail rate, 153
Insurance
as a percent of operating costs. 124
FHA, home mortgage, 116, 118, 121,
126. 128, 134, 139
data, 130. 131
life. 122
VA. home mortgage. 116. 113. 126.

come
ability to pay for standard housing.
factors. 13-15

admissible, scatter of, 109-110

affected by geographical location, 69

Interstate Migration Assumption. 29
Intra-project redistribution
in Public Housing. 151-152
to achieve rent-income ratio. 151
Inventory, housing
additions. 33
changes. projected, 44, 76
depletions. 45. 46. 50. 72-74. 76-78
conversions, 33.46,47.72.75.78
definition, 33
demolitions. 45-47. 72. 73. 76, 77.
86. 88, 89
mergers. 33. 46. 47. 72-75. 77.78

after-tax, 120-121

aggregate, 1959 and 1965, 19-20

before-tax, 120, 124, 143

below critical level, 16-17

by household size, 65, 70, 81

ceilings, 112
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definition. 33
rent-value. 74
tenure and occupancy status. 73. 74
net removals. 33
see Supply, housing

J
Joint-Economic Committee. 122

L
Lee. T. H .• 125
Legislation. open home
role in raising homeownership, 118
Level Annuity Plan. 153
Loan-value ratio, 121, 122, 124, 126.
127. 131. 137

M
:\fetropolitan residence. trends in, 3132
Mid- 'Vest. protection of mortgager in
default. 128
Mobility. family. 141
Modigliani-Miller theorem. 122
Mortgage
amortization. 124. 125, 134, 137, 146
FHA. VA. and conventional, 126. 140
insurance, 116. 124
interest, 116. 128
rates of. as controlled policy parameters. 121
lenders. 116
payments as percent of total housing
expenses, 121
percentage of families eligible for
home ownership when terms are
extended. 122
tight money, 141
~Iortgage money, tight, 141
l'lulti-family rental housing. 152-153,
155
Muth, Richard M .. 144
Mutual Mortgage Company of Milwaukee. 120

N
National Association of Homebuilders
(NAHB). 45. 72-74
National fertility assumption. 29
National Health Survey. 89
~ational Housing Act. 120. 123. 138
Need standard of income. 108, 112
Negroes, lower income
housing alternatives for. 118
see Families. low income
Net expense ratio. 121
Net removals, housing
see Vacancies
Net worth
accumulation or inheritance of, 116,
131
as precondi tion for initiating or
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maintaining home equities, 125

as shown by demand for home own-

ership, 116

constraints, 124

current changes, 131, 143

distributions, 134

liquidation. 124

negative, 134

of low-income families, 117, 118, 122,

133, 134, 138

of non-farm families, 134, 140

of target families, 123, 134, 140, 142

Noneffective demand

definition, 33

future estimates, 16, 19, 22-23

1960, 13, 15, 16-19, 22-24

Non-farm families

as basis from which to compute urban

families, 162-163

in relation to number of available

units in federally assisted housing.

1968, 162 (Table 11)

percent occupying federally assisted

rental housing, 1968, 88 (Figure 3)

poverty line for 4-person, 157

Non-service workers

as affect total family income, 156

Non-welfare families

rent-income ratio of, 156

Non-working families

rent-income ratio, 156

type of housing used most frequent-

main taming home equities. 125
as shown by demand for home ownership. 116
constraints. 124
current changes. 131. 143
distributions. 134
liquidation. 124
negative. 134
of low-income families, 117. 118. 122.
133. 134, 138
of non-farm families, 134, 140
of target families, 123. 134, 140, 142
Noneffective demand
definition. 33
future estimates. 16. 19. 22-23
1960. 13. 15, 16-19.22-24
Non-farm families
as basis from which to compute urban
families. 162-163
in relation to number of available
units in federally assisted housing.
1968, 162 (Table II)
percent occupying federally assisted
rental housing, 1968. 88 (Figure 3)
poverty line for 4-person. 157
Non-service workers
as affect total family income. 156
Non-welfare families
rent-income ratio of. 156
:"-Jon-working families
rent-income ratio, 156
type of housing used most frequeDlIy. 160
Northeast
FHA participation in. 121
house values in. 121

ly, 160

Northeast

FHA participation in, 121

o

house values in, 121

Occupancy-density factor, 51

Office of Economic Opportunity, 27, 44,

70, 89

Operating costs

as percent of total development costs,

151, 153

per $10,000 of development costs, 153

see Operating expenses

Operating expenses, home

as affected by price changes, 127

as function of before-tax family in-

come, 124, 127

as itemized by FHA, 126

as percent of THE, 124, 126, 128, 131

breakdown of, 121, 128

function (OC), 124, 125, 128, 129, 131

of FHA-insured homes, 126

related to family income, 139

varying within income classes, 121,

143

Occupancy-density factor, 51
Office of Economic Opportunity. 27. 44,
70. 89
Operating costs
as percent of total development costs,
151. 153
per $10,000 of development costs, 153
see Operating expenses
Operating expenses. home
as affected by price changes. 127
as function of before-tax family income. 124. 127
as itemized by FHA. 126
as perceDl of THE, 124, 126, 128. 131
breakdown of, 121, 128
function (OC). 124, 125, 128, 129, 131
of FHA-insured homes, 126
related to family income, 139
varying within income classes. 121.
143

Pareto function, 70

PH

see Public Housing

p

Policies, easy money, 128

Policy parameters, controlled, 127

Population

characteristics, 1950-1978, 12

methodology for predictions by age,

Pareto function. 70
PH
see Public Homing
Policies. easy money. 128

29

percentage inside SMSAs, 1950-1978,

31-32

President's Committee on Urban Hous-

ing

assignment, 8
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Policy parameters. controlled. 127
Population
characteristics. 1950-1978. 12
methodology for predictions by age.
29
percentage inside SMSAs. 1950-1978,
31-32
President's Committee on Urban Housing
assignment. 8
requirements. 8
President's Urban Message. 49
Price escalation. 86. 88
Private housing
compared to BMIR projects. 156
poor families in. 157
rents compared to public housing.
151-152, 157 (Table 7). 158 (Figure
I)

Projector; Dorothy·S .. analysis. 134. 138
Public HOllsing
construction of. 161
regional differences in absolute
costs and cost composition. 1965.
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continued occupancy. 84
contributions contract. 151
deductions for rent computation. 151
design of units. 154
employment status tenants. 160
family inwme. 159. 162
in Detroit. 151-152. 154-156. 160
income distribution of tenants compared to BMIR housing. 159
income limits. 83. 84. 151
inc~me necessary for residence, 163
intra-project redistribution. 151-152.
15:'. 160
rent-income ratios. 157-158
rents. 1:'1-152. 159-160
as percentage of full economic
rents, 154

R

development cost limits. 151
in Detroit. 151-152, 155
minimum rents in projects. 155-155.
160
rent-income ratio. 152. 158
specification of rent limits. 151
Rental housing. 58. 75. 78-80. H. 88.
88,91. 92. 121. 1116. 152. 141. 151. 1M
Rental, minimum. 155
Rental, required
as affected by development costa. 15S
calculation of. per ,10.000 of development costs (Table 2). 153
in Public Housing and BMIR projects in Detroit. 154
Rent-income ratio. 107-108. 112. 155154, 156-157
achievement through intra-project
redistribution. 151
and housing selection. 152
for non-working, non-welfare familles
as compared to welfare families.
156
in Detroit housing. 152. 154-157
in private as compared to federally
assisted housing. 156 (Table 7)
(Figure I)
in Public Housing, 158
plotted against total family income.
151 (Table 6). 157
Rent-income ratio curve. 155
Rent-income standard. 56. 57. SO. 81. 95
Rents and income distribution. 16
Rent-value. 56-58. 74-77. 79. 87
Repairs
as percent of THE, 124. 126
Residence. trends in metropolitan. 5132
Risk-assumption, unrecompensed. 127
Risk-bearing, economies of scale realized. 116
R Min
see Rental, minimum

R/Y
see Rent-income ratio curve

Rehabilitation, 27-28, 46, 50. 52. 53. 87.
127
Rent
costs. 107-109
economic, 107-110
gross, definition of. 33
percent of income allotted by income
groups. 1960. 14-15. 32
general, 14-15
metropolitan areas. 14
white and non-white households in
standard housing, 15
percent of income, constant, 4. 5. 13
rent-computation formula, 5. 7
rent-income ratio. 107-110. 112
Rent Supplement project. 107-112
standard housing in relation to rentpaying ability. 15-18
Rent Supplement Program
design of units, 154
in Detroit, 154

s
Section 221 (d) (3)
see Below Market Interest Rate
gram
Rent Supplement Program
Section 236
aim of, 159
effect on housing gap. 161
effect on rent. 152
income limits set. 155
income necessary for residence
157-158
monetary deduction allowed
minor, 152. 155
Shelter-budget standard. 45. 46, 48-50
56-58.61. 71. 78-81. 83. 89. 92. 93
Sl\ISAs
see Standard Metropolitan StatUti
Areas
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Taxes
as percent of operating costs. 124
property. 139
as percent of total housing expenses. 120. 121
deduction of. 116
TEMPO
assignment. 8
Report for President's Committee. 8
Tenure and occupancy status. 73-75
Tenure and price characteristics, 72.
73, 75
Tenure split. 71. 75
Total Housing Expenses (THE)
see Expenses. housing. total out-ofpocket

ocial constraints. 50. 65. 79. 80
outh
FHA participation. 121
house values. 121
tandard Metropolitan Statistical Areas
(SMSAs). 7-12. 18. 20. 33
tandard of Living. minimum adequate. 107-111
ubsidy. 49. 82. 83. 84
deep. 83. 84
renter. metropolitan. 84
shallow. 83. 84
ubsidization
effect on rent. 152
extent of. as affects specific income
groups. 152
in Public Housing and BMIR Projects in Detroit. 154
ubstandard housing. 9-12, 15-18, 23,
26-28. 33. 50. 52, 53. 55-56. 77, 88. 93
upply, housing
deficits, 52, 58, 50, 79, 80
outlook, 46. 47. 72-76
housing additions, 45, 46, 72. 74, 77
new construction, 74
inventory depletions, 45, 72, 73, 77
demolition, 45, 72, 73
surpluses, 57. 58, 79, 80
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data. 116
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study, 9. 43. 65. 74. 89
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ects in Detroit, 154
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new construction, 74

inventory depletions, 45, 72, 73, 77

demolition, 45, 72, 73
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need sector, critical. 58
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Target population
definition of size, 118
see Families, target
Taxation, high property. 139

see Inventory, housing
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V

definition of size, 118

see Veterans Administration
Vacancies. housing
changes. 47. 77
basic factors involved. 87-89
forecast, 88, 89
net removals, 23, 25, 27
seasonal units. 24. 74, 75. 77, 78, 88,
89
Vacancy
allowance, 24-25. 28
rate, 23, 24, 32
1960, 24
defini tion, 32
Veterans Administration
interest rate ceiling of, 139
mortgage insuroance, 116, 118, 126, 1M
selling of properties by. 128
Value-income ratio, 129, 130, 140, 143
Value-income standard, 80, 81
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Weisbrod, Burton A., 142
Weiss, Gertrude S., 134
West
FHA participation, 121
Whites. lower income
housing alternatives, 118
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income necessary for moderate standani of living in Detroit, 157
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see Families, target
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property, 139
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deduction of, 116
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pocket
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U.S. Bureau of the Census, 143, 145

Components of Change Series. 45, 46,
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data, 116
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Working Paper #25, 28-29, 53
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