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What is the Awerican city of the fubure going to be like? It is going 0
be just what we make it. MHever inm bhistory have wre had a grenter challenge aund a
greater opportunity o do a good job. Never have we been in more of a pesition to
bungle 1% and do & bad job. America iz the worid's pionser in psacetime wrban r@rzéwa;‘,.
for two reasvns: Fivset, ouwr cities have grown so fast and topsy-like thet they need
renewal on 2 larger scale than in any other eountry, and second, for probebly the first
time in higtory we heve the financizl ard {technlceal msans to do the Job «- if we want
o do it.

We can be proud of the fact that we have achisved the highest standsrd of
living the world bas ever known and even have it within ouwr grasp to almost completely
eliminate poverty within the next generation. FEight yesrs of 1iving, working, and
traveling sbroad in modern and ancient cowntries, in democracies, and in dictatorships,
in mystic and fewdalistic coumiries, has impressed we with the fact thet, by and large,
we also have 8 greater semse of sociel responsibility and respect for the dignity of
the individuel end equality of opportunity than any other country in the world.

Having eaid the positive about owr coumtry, 1 want to look at some of the
negative. The "ugly American" dozsn't just refer to persons. It refers to owr cities.
As far as owr cities ere concerned, we are, esthetically speaking, a pretty insensitive
fatalistic herd of sheep, who are ready to accept litterbvgged highweys, rusty old auto
Junk yards, unsightly and unmecessary utility wires and poles in front of our most
beautife) homes, scresming billboards and gaudy neon signs, dilapidated and deteriorating
residentiel and commercial slums, maddening noises and bumper-to-bumper traffic cone
gestion, polluted air that isn't fit to breath for man nor beast -- &ll without serious-
iy challenging the fact that it doesn't have to be so. If we don't do something about
it, our city of the future will be even less £it to live in. We can run away from our

ugly cities to the suburbe, but we csn't run swey from the mroblems of our cities.
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Toc pany of us ave either eallious sad indifferent to these problems, or are
rrofiting oo miuch by thelr continuation, or simply feel that the solnticus are too
exrensive wnd complicated to be tackled. As a student of comperative economie gystems,
ineluding the Soviet economy, for a nugber of years ~- incidentally e trip last yeer
to the Sovier Unien comvinced me that they are the worldsmost colossal bluffers and
we on the cther hand don’t krow owr own strength and are the most essily bluffed -- I
feel that if our own ecomomlic end social system ever fails, it will be because of the
Indifference end selfishpess of our people and our interest groups who refuse o
compromise whether they be laborers, farmers, veterans, old ege groups ; minorities,
govermment officiels, or businessmen, including savings and loan people. Baving ine-
sulted and anpuyed you, I would like respectfully %o discups some ereas where this
industry, of which I sm proud to be a member, can be of great usefulness if we are
%0 reverse these trends and halt the decay of American cities before we end up with
such & mess that there will be no scolution short of desiroying them and estarting all
over again or of shandoning them like the old ghost mining towns of the west and moeving

on to new locations.

CHARGING CITY WALLS

Essentlally the city, as we now kaow it, is over 5,000 years old. Until
recently, however, with few exceptions, there was & 1imit to the size and functions
of the city. The medieval walled city was s complete, compact unit. It gerved a
useful protective fumetion for its citizens, amd it could be strategically locatsd
and remain useful as long as it did not grow too fast or was not dssiroyed by war or
fire. Buildings were built to lsst, ard a sort of natwral urban renewal, a process
of replacement and repeirs, kept the city from getting too rum down.

The industrial revolution changed all this. The world's population has
trebled in the last century and will probably do so again in the century ahsad.
Techmological edvances nc longer make it necessary to keep the mejority of our
population on the lend raising food and fiber. Automobiles make it poseible to live

and work at far distant points end live in metropolitan cities or their suburbe. In



cur omn Cetinmy Ameviee bes cpangsd feam e taval fooan saban econtmy whore U per cent
of our eeovie aoyr Live dn edtles. Uafortunately, our politdcal organizetions’ unite
of Jocal, @rate, and Pederal governwment bave not yet adjusted to this fact, and rurally-
criented ciate and federal legislsatures and provincially minded local governmauts have
now feced ue to the wenlilties of whet nesds to be done if 1ife In our cities is to be
waivral, or normwl. The Kapscas wheat Parmer is infinitely better reprssentsd politicelly
then bie move mmercous middle income olty cowein. In fact, I never cease to¢ be 'mnazecl
that the federal government bas poid ou® mers subsldy for o single crop, potatees, then
it has for all its wrben renewel and housing yprograms puab together.

Ti wouid be 8 misteke to acpume that governments -- federal, state, or local -
couid zolve all wban problems, even if there were some asswrance they bad the right
. énsyers, which I'm afraid they don't. In a democracy, it 18 the responsibility of all
the citizens o= not just their elected or appointed cfficials -- o help in the
solution of cwr problems -- in this caze, those of the city. This is vhere I think
the savings and loan industry has a duty as well as an opportunity.

As a reopounslble sopment of the busipess commmmity we owe it to the nation
a8 well as (0 ourselves to participete as individumls and ss businessmen in trying o
help provide sclutions to the growing problems of wrbanism. We have mede grest progress
in housing in this country and can be proud of our industry's role in helping 60 per

cent of ocur families to acquire their ovm homes. This tends o assure a stable socisty,

political moderation, and & respect for individusl dignity end opportunity.

CENSUS REVEALS BLIGHT

We cannot be as proud, though, of the fact thaet with all our progress the
1960 census reveals thet cne-fifth of our housing 1s in a dilapidated or deteriorating
condlition.

In the sevings and loan industyy we are mrobably more aware than in other
trede assoclations or interssted groupe of the complexity of the problem of separating

sociological need for housing from the privete effective economic msrket demand.

Stated another way, we know only too well that some people Just can't afford bebter



housines o¥ today’s priecss. For this seguent of the poplation, and 1% iz rather
copsidernbls and Includes many elderly persony, wmenbers of minorities, broken familles,
end others wneble as well as those uwnwilling %o work -~ not all of them "relief
chiselers” by any mesns -~ goms Torm of public subsidy mey be unavoidsdle. T think
most reascacble people agree on the necessity for some form of subsidy for the lowest
ineoms groune. They Just don’t agree on what form 1t showld take and who should get
it == the tensunt, the owner, thé developer, the builder, or the financing institution.

T see nothing incompatible in being at the same time in the savings and
losn business, chaivman of a city kowsing euwthority, and pest president of the National
Aggociation of Housing and Redevelopment Officials which is the professional organiza-
tion, trying to raiss the sights and broaden the horizon of staff people and non-paid
eltizen commissioners of a thousand American comminities that have housing suthorities
and five hundred thait have urban renewal agencies. When we in private industry can
provide dscent, safe, and sanitsry housing for families with incomes umder $3,000 a
year -- which 1s roughly whst is eligible for public housging in my community -- then
. the need for subsidy will have disappeared and ouwr public housing should be sold and
the authorities liguidated. Meanwhile, they have e useful, though unpopular and un-
glamorous function to perform, and nothing is gained by bereting them and pointing out
their shoricomings which are equally obviocus to those of us who heve seen both sides of
the picture.

But not allyou'r. slums are in housing. American cities have all 00 many
deteriorating commercial and industrial properties and parcels of improperly used land.
Nor are slums Jjust confined to the big cities. Often those in smaller urban communities
are jusi as bad or worse. 63 per cent of the cities and 4l per cent of the urban
renewal projects in the United States today sre in cities that have populations of less
than 50,000.

Haphazerd strip zoning, frings ares shacks housing minorities and farm
laborers in communities like my own, snd the ebsence of or lack of enforcement of

preper bullding and housing codes have resuli;ed in cerious problems. Rapld wmplanned
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growth in ouwr American citles and iand specnlation have contrlbuted heevily %o
dsvslerivz slums by cauvelng ertificlal increases in land valuss. High lend prices,
and not just high costs of financing, bailding, or restrictive labnr practises, are,

in my cpinion probasbly the number one handicap to bullding in the United States today.

FROFERTY TAX IS STUPTD

Cur wfair and stupld tex policies have sided and ebetted land speculation
ag well as the growth of clums. We all know there is an wnfalr division of the ftax
dollar Letweesn the levels of federsl, state, and local government. But vhat iz even
more wnfair and unwise, in my opirion, is our tax policiss in reletion to land and
improvements. Clties subsidize slume by undertexation and psnalize improvements by
overtaxetion. Local govermments subsidlze land speculation by undersssessing and
undertaxing wnderugsed land while the federsl government benefits speculators and slwum
landlords by giving them income tax breaks. Ownership of slum real estate is one of
the most lucrative investments in the United States today ~- if your conscience doesn’t
bother you and if you don't mind lettiing your fellew taxpayers pick up the tab for the
problems you help to cresate.

In my own state of Califormia there ls wnder interim siuﬁy & proposed
Constitutional Amendmexn£ (ACAL3) which, if passed by referendum, would allow loecal
option on differential taxing of land and improvements. This would be one way of
penalizing slum ownership and rewarding home improvement without the use of extemsive
federal government subsidies and progrsms which ave still only & drvop 1n the bucket
in meeting problems of slum clearance and wrban remnewal. Estimates of the cost of
doing the job by subsidy alone == in Chicago it is teking almost $100 million to
clear one square mile -- are so astronomically high as to be impossible. (Incidentally;
one of the most famous urban renewal projeet of all time was in Chicago -- the great
Chicago fire.) Someone saeid our trouble now is that we don't giw}e the fires half a
chance. Code enforcement is another step but will never be effective wmtil the profit

is taken out of slums by taxation. Fairer, and Just more consistently applied local
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tax yolicirs, still yielding the sawe tofal rvvenuess, would be at least one reasonable
wol. In chort, higk land cosits, which zre the big bottlensck to building low &hd
middle income housing, could be brought down, end & conciderabls part, if not alij
of the siume could be eliminated by mors coursgeous use of tax policy at the local
level without the need for federal subsidy.
| In testifying before both the Senaite and House Currency and Benking
Commlttece this past sespion of Congress I also supporited the ides that people making
hope improvements be allowed & roasonable decmtion, 1likes a buginess, from their
income tex for such improvements. I know these and other suggeetions sound like
erackpot reformiam to those content with the status quo or vhe might feel their wwn
ox is being gored, but 1 gtill think they ars worth locking into. In fact, as an
econcmist, I think our economy is seriously handicapped by the fact that our jerry-
bullt tex systen, nbt Just in relation to property taxes, is so stupid that business
decisione are being made right and left, not on the basis of whether they are good for
the business or for the best interests of the economy as a whole, but on the basis of

tax considerations alone. That is really the "tedil wagging the dog" in my book.

MAGNITUDE OF THE JOB

To come back to the central problems: how to improve our housing and our
cities. "Natural” renewal of old houses and buildings is no longer fast enough
unless you completely accept the "trickle down" theory that sub-standard housing is
good enough for a large segment of owr population.

To keep the estimates from going off into the stratosphere ~- any honest
econcnist hates nothing worse than to be asked to make a prediction for the future;
he can’t even figure out what happened in the pest -- I would like to suggest con-
servative requirements for the next decade if our heousing and citlies are to be propsrly
built and rebuilt.

The census estimated 11% to 163 milijon dilapidated or deteriorating housing
units. What it-would teke to rehebilitate or tear them down is anybody‘'s guese.

Piguring $3000 per house for rehsbilitetion or $9000 to build & minimm new urban
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houss excluding land costs, we are taliking sbout theoretical bub improbable expenditures
of well over $i00 billion. ACTION's estimate is also thet 1t would cost about $100
billion gyrard over a ten-year period to wips out elums. Cuwrrently rewodeling is
estimoted at $6 billion a year. Actually "total" rehsbilitation would require probably
double thot rate. We have been spending around $20 billion a year for private
residential censtruction, bub most of that, es you know, 1s for new housing. 98 per
cent of our inventory is old housing, and much of the standard housing could stand
modernization and improvement.

New houging for the next ten years; due to new family formation, upgrading,
replacing demolitlons from urben renewal, slum clearance, highway construction, code
enforcement, {ire and disaster and the like, should be in a magnitude of 1T to 20
willion bousing unite. That should mean & potentiel $275 billion worth of housing
that should be built and financed in the next ten yesrs.

Community facilities -~ sewer, water, hospitaels, libraries, and the like that
need to be built and rebuilt will cost anywhere from $200 billion to $300 billion in
the next ten years. Add the cost of roads, -- estimated at $100 billion for the next
decade -~ schools, $70 billion, end other public buildings » and you heve brought the
total probeble construction -- about two-fifths of which should be residential -- to
around $500 billion for the next ten yeers -~ equal to ebout the Gross National
Product for 1960. Some estimates run to double this amount for total renewal, but
vhen we consider that the present rate of spending for all construction is only in
the magnitude of $50 billion a year, the $100 billion a year goel may be high.

How is this all going to be financed? Ileaving out the school and road and
highway programs, and concentrating on urban renewal, it is estimated the federal
government will put sbout $6 billion into the program, and the locel governments will
invest $2 billion. Private enterprise and the raw land will probably require another
$8 billion investment in the Title I, the Urban Renewal, or slum clearance progream.
Estimates vary that for every dollar the federal government invests, ultimately it
generates from 6 to 15 times that investment privately. Taking the higher figure,



in this -aee, the $6 billicn I Just mn'&icmﬁ showid reedt in about $5C billisn of
cepital investment In urban renewal. This wiil have to come primarily frow insurance
companiss, banks, and savings and loan associatlons. As I said before, the federal
expanditure isn‘t a drop in the buckst and doesn’t mean a thing unless it acts es a
catalyst to the private investment thet still has tc do the bulk of the Jjeb. The
argumwent isn‘t whether publie or private expenditures are to be made. We need both.
The suecass of the program of rebullding our cibiles will depend on both the megnituds
of incentives offered to private enterprise orn investments as well as of public sube
sidies. It's {ims we grew up and quit name calling and oriticlzing on both sides of
the public and private enterprise argument. The job to be done 1s t00 great and toc
urgent.

I'm not suggesting wnwise or marginal iavestments. In the savings and losn
industry our first duty has to be always toc protect our depositors' savings, and it
wonld indeed be a zad day if we ever forgot that -- but some means will have to be
devised, and some have already been devised, t guarsntee or underwrite by govermnmeantal
action that part of the investment that is unsafe or unprofitable compared with
alternative private investments. HNor can interest rates be manipulated by simply
wishing for them to go down. The money market is much too complex for that in a
predominantly free enterprise system.

There is still plenty of room for safe, and profiteble investment, in the
future American city and the task is within the realm of economic feasibility. But
can we afford the cost of rehebilitating our American cities? I thinik the answer is
“ves" -- provided we want toc. At present, it could come only by cutting down somewhere
else. According to Dyckman and Isascs in their study "Capital Requirements for Urban

| Development and Urban Remewal" for the ACTION organization, our expanding economy
could afford it. They estimate that increasing owr investment rate in urben reneval
by 2 per cent, from 10 to 12 per cent of the Gross National Product, with a normal

rate of growth in GRP the Job could be done within a generation without cutting inte
other fields of expenditure. As an economist I am satisfied that the economic capacity

1s there.



Taz gavipge and loan industry wag tinunced 4G per cent of the moxtgagss of
the ooonoow in the pecent peet. IT the Ademand for mftgag@ credit for the LY 1o &0
midiicn nenzes frr the pext ten years ie estimated at $175 to $200 billion, 40 per cent,
ap $80 biidior, would have to be eupplied by the savings and loan industry, as against
445 1i1licn actually eupplisd the lest ten yeare. This means we would have to be able

o supply sbowt double the financing we have In the past decade.

CIVIC, NOT JUST FINAKCIAL INTEREST

Est T think our interest in housing and cities has to go far beyocnd a
Pinancisi interest. We could well take a broader look at what needs to be done. We
need to support the home building industry and architects in their efforts to build
a cheaper yet more imsginetive house. The basic house of today is no different then it
was S50 yesrs ago. Our sutomobiles certainly aren't the same ag they were 50 yesars ago.
If only a part of the TO per cent of the people who could afford better housing then
they are now living in went out and upgraded their hcéses s OF acqu;md even a second
house in & vacation area likte they buy a second ear, the enlarged market possibliiitiee
for all concermed would be enormous. We should encourage responsible and competent
builders to pay more attention te building middle income housing in the cities, not
Just in the suburbs.

We should encourage city officials in their efforts to renew the central '
core of our cities. A tree with an unhealthy trunk is dying. Maybe we should encourage
the planners to reconsider the whole problem of what kind of a city we need in the
future. Maybe it will have to have a series of cores or strip or satellite cities be-
cause people aren't about to walk, and it's getting impossible %o drive and park
downtown in most of our big cities. (The Europeans criticize us saying that wé“d
take the car evcntogotothebathroomifwecouldgetitthmughthedwr.) Our
traffic and mass transit problems and air pollution problems are crying out for
solutions. We cen't just sit there and expect "George to do it." Tvo often we elect

or appoint city officials and then expect them to do it all, feesling as if with our
taxes we've bought a 50-yard line ticket to the football game and now enjoy the right «-=
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without any responsibility -- to just sit there and oriticize the guarterback for
every mistshke that cccure whather it's hie faullt or not. I feel somewbat etrongly
about this 25 a non~paid clitizen commissionsr who hes taken a besting from boeth sides.

It 4z estimated that maybs two-fifths of our Jocal expenditures have to be
for "mproductive” purposes, that is, not divectly paying out capital investments
like gtreste, public buildings and the like. We bhave to become interested in how
these expenditures are made, what impact they will have on the future "produstive”
side, and what they will do to shape owr future life in the eily. We also have to
remember that if the aim of the economy end of govermment activity isn't te promcte
the welfare and well-being of the individual, we are Just wasting owr time. Actually,
we ere msking remerksble progress in wrban renewal in many of our American citles, both
large and small. Thbe best programs are invariably in cities where everybody, including
savings and loan people, is taking an active interest and pridg in thenm.

‘This past year as president of the National Association of Housing and
Redevelorment Officials I have tried to encourage the members of that association to
take a breader look beyond their day to day problems. I have tried tc tell them
somsthing about our own problems in the private home financing industry and of the
need for inter-asgociation cooperation. I have tried to encourage them in further
education and professionalized training of their members, in the need for more re-
search to deal more intelligently with the problems we face at the federsl, state
and local levels in exsrcising the catelytic role in the governmental housing program,
which will be 25 years old next year and in the urban renmewal progream which is & mere
infant, though lusty -- being only 10 years old.

To you, as colleagues in the savings and loan industry, I would respectfully
suggest that a broader look would alsc be in crder. I appreciate the opportunity of
being aliowed to present this messsge as one vho has worked on both sides of the
fence. We cen't just stand on the side lines and criticize those vho are trying to

get things done. The problems are urgent. Things could get worse before they get



batrer. o pobspidal comnissiouer mewbers or corban ranewal agencies and housing
author -6, we bave A great deal of rractical experdsnoe ard kaow-how o sontribute.
T wenlda soosurage you $0 sueh active participaticn and leadership in elvie affaizs.

Ever it yoa do not, as Just plain citizens, with a sspes of socisd responsibility

have good reason to be interested in heiping to shupe the houslug zod the oity owr

children will 1ive in vhen the year 2,000 rolle arownd.
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