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INTRODUCTION 

The %in Cities metropolitan community must awaken t o  the  dis turbing f a c t  t h a t  
i t  has a housing problem on its hands, and i t  is not doing enough about i t .  We eay 
"awaken" because most people i n  t h i s  area  e i t h e r  do no t  view houeing as a problem, 
o r  they view i t  a s  a problem of low p r i o r i t y .  

The metropolitan area  has a s i z ab l e  housing problem -- one of making adequate 
housing avai lable  f o r  an increasing number of people whose incomes are not high 
enough t o  ren t  o r  buy housing a t  today's prices.  

The problem is one of:  

REAL CONCERN fo r  a growing port ion of the  general population t h a t  is being 
outdistanced by the soaring economics of the  housing market. 

CRISIS PROPORTIONS f o r  thoee whose incomes a r e  s o  low they are priced com- 
p le te ly  out of the  housing market. 

TRAGIC, PERSONAL DIMENSIONS f o r  those whose race and color prevent them from 
exercising f r e e  choice i n  t he  housing market. 

The gap between family income and houeing p r ice  w i l l  widen, engulfing more 
and more people i n  the  years ahead, unless w e  and our p o l i t i c a l  leaders face  up t o  
the  magnitude of t he  very r e a l  problem before us. 

The metropolitan community has not mobilized its forces  -- public and p r i va t e  -- t o  take hold of t h e  problem on a large-enough scale. Solutions have come through 
i n  b i t s  and pieces,  but there  is much more w e  can and should do. 

For construction of new houses, w e  r e ly  on the  p r iva te  bui lder  who -- more 
o f t en  than not -- is a small  operator producing f o r  a l imited geographical market, 
unable t o  achieve e c o n d e s  of scale. Costs of bui ld ing materials, of land, of 
money and of labor  combine t o  dr ive  up the  p r i c e  of housing t h a t  he  erects on t he  
s i t e .  We hem him i n  with building and zoning r e s t r i c t i o n s  t ha t  f u r t he r  contr ibute  
t o  higher housing cos t  by preventing use of new methods and materials. 

Result:  We place the  p r ice  of adequate new housing increasingly beyond t h e  
reach of a growing proportion of the  population of t he  W i n  Cities area. 

For our supply of ex i s t inn  housinpl, we r e ly  on a market t h a t  theore t i ca l ly  
operates t o  " t r i ck l e  down" adequate housing t o  even t he  lowest income leve l s .  But 
buyer and ren te r  competition has in tens i f i ed  f o r  these o lder  homes i n  recent  Years. 

Result: We force  growing numbers of famil ies  i n t o  aging housing i n  t he  older  
and more cen t r a l  port ions of the metropolitan area,  i n t o  housing t h a t  is obsolete 
and badly maintained. 

For housing famil ies  whose incomes a r e  too low t o  obtain adequate s h e l t e r  i n  
the  p r iva te  market, we r e ly  on federa l ly  financed housing au tho r i t i e s  -- primarily 
i n  t he  cen t r a l  cities of Minneapolis and S t .  Paul -- t o  supply public housing a t  
low rents.  



Result:  We f a i l  t o  s a t i s f y  t h e  housing needs of many low-incame fami l i e s  
because our public programs have no t  faced up t o  the  f u l l  scope of the  problem, 
Ealling woefully s h o r t  of expectation. 

For housing famil ies  with l i t t l e  o r  no income -- t h e  handicapped, t h e  unem- 
ployed, the f a t h e r l e s s  family -- w e  provide inadequate housing allowances through 
an assortment of welfare programs. 

Result : We i n d i r e c t l y  subsidize  t h e  slumlord because the  housing allowances 
w e  give through welfare programs a r e  general ly i n s u f f i c i e n t  f o r  anything bu t  sub- 
standard housing. 

For expanding the  housing opportunity f o r  minority fzroums, w e  r e l y  on l eg i s -  
l a t i o n ,  education and t h e  well-meaning e f f o r t s  of  tu8ny group6, b u t  Progress is slow 
and res i s t ance  takes many s u b t l e  forms. 

Result: Minority famil ies ,  d ispropor t ionate ly  low on the  income s c a l e ,  a r e  
driven i n t o  concentrat ions of the  poorest and o l d e s t  housing i n  t h e  core c i t i e s  of 
the metropolitan area.  

For producing: more housing f o r  low-income famil ies ,  and f o r  reducing the 
p r i ce  of t h a t  housing, w e  g ive  subs id ies  t h a t  d s s  t h e  t a r g e t  and disappear i n t o  
the housing industry general ly.  

Result: We give t a x  benef i t s  i n  l a r g e  memure t o  t h e  higher-income home- 
owner and not  the  lower-income renter .  We place  no con t ro l s  on tax incent ives  t o  
r e a l  e s t a t e  inves tors ,  s o  t h e  investment money flows i n t o  middle- and upper-income 
housing, which, under the  circumstances, is a s u r e r  investment than lov-income 
housing . 

This repor t  explores the  extent  of the low-income homing problera i n  t h e  
Twin C i t i e s  metropolitan area ,  and recommends s p e c i f i c  actions t h a t  should be taken 
to a l l e v i a t e  t h a t  problem. 

Cer ta in  b a s i c  conclusions l i e  a t  t h e  h e a r t  of our  recommeudations: 

WE Cm AND MUST, a s  a metropolitan community, accept  publ ic  r ~ p o n s i b i l i t ~  
f o r  low-income housing. 

WE CAN AND MUST ass ign t h a t  r eapons ib i l i ty  s o  t h a t  continuing 6tudies  a r e  
made, s o  t h a t  information is read i ly  avai lable ,  s o  t h a t  plans a r e  formulated and 
s o  t h a t  p r i v a t e  and publ ic  programs a r e  ca r r i ed  out  on a s c a l e  t o  meet the  a r e a ' s  
housing need. 

WE CAN AND MUST i d e n t i f y  and work f o r  removal of  b a r r i e r s  t o  low-cost con- 
s t r u c t i o n  and t o  loca t ion  of low-income housing. 

VE CAN AND MUST r e d i r e c t  ex i s t ing  subsidies  and determine what add i t iona l  
subsidies  a r e  necessary t o  c lose  t h e  gap between family income and housing p r i c e -  

Today's housing problem is a crisis f o r  the  low-income family. It w i l l  be a 
crisis of the  fu tu re  for everyone i f  w e  fa i l  t o  arouse ourselves to ac t ion.  
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SUMMARY OF RECOMMENDATIONS 

The housing problem i n  the Twin C i t i e s  metropolitan area is becoming c r i t i -  
c a l  i n  terms of cost  and must be elevated i n  p r io r i ty .  The metropolitan commu- 
n i t y  must broaden subs tan t ia l ly  its view of t h e  problem, which is now looked 
upon a s  a f fec t ing  only the  very low-income person, and a problem confined with- 
i n  narrow geographical l i m i t s .  

THE CITIZENS LEAGUE RECOMMENDS t h a t  the Legislature t h i s  year assign c l ea r  
responsibi l i ty  for :  

* Providing spec i f ic ,  current  da ta  on housing need and supply 

* Planning where and what kind of housing should be b u i l t  

* Promoting public and pr iva te  housing programs t o  fu lxes t  extent  

* Attacking the cost  problem by opening the way f o r  new technology 

* Removing zoning ba r r i e r s  t o  low-income housing 

* Encouraging adoption of uniform building and housing codes 

THE CITIZENS LEAGUE RECOMIIENDS t h a t  the  Leg is l a tu re  assign responsibi l i ty  
for determining by 1971: 

* What is needed i n  the way of a land-assembly program 

* Where subsidies ought t o  be placed, and how much is needed 

* Whether some agency should be a bui lder  of l a s t  r e so r t  

THE CITIZENS LEAGUE FURTHER RECOMMENDS: 

* An appropriation f o r  a demonstration housing program 

* Legislat ion ensuring a tenant ' s  r i gh t  t o  decent housing 

* Increases i n  welfare housing allowances 

* Changes i n  federa l  income tax  laws t o  increase investment i n  low-income 
housing; appropriation of g rea te r  sums f o r  housing programs; more r ea l i s -  
t i c  cost  limits f o r  housing construction under federa l  programs; expanded 
research i n t o  building,technology 



THE LOW-INCOEIE HOUSING PROBLEM 

I. The p r i c e  of housing i s  being pushed ever  h igher  i n  t h e  Twin Cities met ropol i tan  
a r e a ,  leaving behind a growing number of f a m i l i e s  who cannot a f f o r d  t o  buy o r  
r e n t  decent h o u s i x .  

On the  one hand, v e  f i n d  t h a t  t h e  supply of mortgage money i s  t i g h t e n i n g ,  
i n t e r e s t  r a t e s  a r e  reaching new h ighs ,  l abo r  and m a t e r i a l  c o s t s  a r e  r i s i n g ,  land 
c o s t s  a r e  mounting, and t h e r e  i s  a growing shor tage  of bu i ld ing- t rades  workers. 
On the  o t h e r  hand, popula t ion  i s  growing, t h e  "war babies"  a r e  marrying and form- 
ing  new f a m i l i e s ,  income l e v e l s  a r e  r i s i n g  s lower f o r  some than o t h e r s ,  and t h e  
demand f o r  housing i s  soa r ing ,  Anyone who has  been c l o s e  t o  t h e  housing market 
r ecen t ly  knows what a g r e a t  demand t h e r e  i s  f o r  housing of a l l  t y p e s ,  and what an 
i n f l a t i o n a r y  e f f e c t  t h i s  has  had on housing p r i c e .  

A. A new three-bedroom house c o s t i n g  under $20,000, and used houses of s i m i l a r  
s i z e  cos t ing  under $15,500, have v i r t u a l l y  disappeared from t h e  housing marlcet i n  . ' *  
w- 

t he  Twin C i t i e s  met ropol i tan  a rea .  

The demand is s o  g r e a t  f o r  good housing i n  good neighborhoods, and t h e r e  i s  
r e a l l y  s o  l i t t l e  of i t ,  t h a t  no end t o  t h e  p r i c e  s p i r a l  seems i n  s i g h t  -- a s i t u a -  
t i o n  t h a t  prompts some b u i l d e r s  t o  p r e d i c t  t h a t  s ing le- fami ly  homes may someday be 
a luxury. 

While t h e r e  a r e  some used houses s e l l i n g  f o r  under $15,500, they a r e  more a p t  
t o  be found i n  t h e  r e l . a t i ve ly  u n a t t r a c t i v e  and o l d  " inner  city: ' .  And, whi le  a few 
new houses a r e  being b u i l t  t o  s e l l  f o r  under $20,000, they a r e  ou t  on t h e  suburban 
f r i n g e s  and a r e  of very minimum cons t ruc t ion  q u a l i t y ,  wi thout  c e n t r a l  water  and 
sewer s e r v i c e s .  

B. These "minimum:' housing: p r i c e s  a r e  beyond t h e  reach  of what i s  normal le  
considered a moderate-income family.  - - - - - -  

A $20,000 house would r e q u i r e  a $1,000 down payment under an FHA mortgage, 
and t h e  lender  undoubtedly would r e q u i r e  t h e  buyer t o  pay 1 p e r  c e n t  (1 p o i n t ) ,  o r  
$190, as an o r i g i n a t i o n  f e e  on t h e  $19,000 mortgage. I f  t h e  mortgage were w r i t t e n  
f o r  35 y e a r s ,  t h e  FHA maximum term, t h e  monthly payment on p r i n c i p a l  and i n t e r e s t  
would be $128.25. Many lending  i n s t i t u t i o n s ,  however. won't w r i t e  a mortgage f o r  
more than 30 yea r s .  Hazard insurance  would be $5 a month, t axes  would be $36.60 
a month (based on an average t a x  r a t e  of 300 m i l l s ,  of which 50 would be f o r  bond- 
ed indebtedness) ,  and t h e  1/2 p e r  cen t  FHA mortgage-insurance premium would be  
$7.90 a month. The t o t a l  monthly payment would be  $177.75. 

Using a common rule-of-thumb t h a t  a family can a f f o r d  t o  spend 25 p e r  Cent 
of income on housing,  we might assume t h a t  t h e  $20,000 house would r e q u i r e  a 
monthly income of $711, o r  an annual income of $8,532. But t h i s  ignores  t h e  f a c t  
t h a t  t h e  25 p e r  cen t  should no t  only cover t h e  payment on p r i n c i p a l ,  i n t e r e s t ,  
t axes  and insurance  (PITI) ,  b u t  a l s o  an allowance f o r  u t i l i t i e s  and main tenance* .  

I n  a c t u a l  f a c t ,  lending i n s t i t u t i o n s  r e q u i r e  t h a t  a fami ly ' s  g r o s s  incomc 
should be  4 1 / 2  times t h e  PIT1 payment. To t u r n  t h i s  aorund, t h e  PITI p a p e n t  



should take  no more than 22.2 pe r  cent  of t h e  fami ly ' s  g ros s  income. The $177.75 
monthly payment, t h e r e f o r e ,  would r e q u i r e  a monthly income of nea r ly  $800, o r  an 

L, a ~ n u a l  income of $9,598.50. 

With a minimum annual income of nea r ly  $9,600 r equ i r ed  t o  buy a new, three-  . 
bedroom house, th i s  means tlzat 54 per cent of the families i n  t h i s  m i n  C i t i e s  
area housing rnarket could not afford t o  go i n t o  that m a r k e t  today and buy that 
house. asswning the i r  assets  were l imited t o  the minintwn d m  pagment. Some 
300,000 families have incomes under $9,600, before federal tuxes. 

The $15,500 used house would r e q u i r e  an annual income of  $7,625, aga in  us ing  
the  l ende r s '  requirement of income t h a t  i s  4 112 times t h e  PIT1 payment. The 
minimum down payment would be $500 on an FHA-insured mortgage, and the  l ende r  
would r e q u i r e  t h e  buyer t o  pay $150 (1 po in t ) .  A 30-year mortgage would r e q u i r e  
a monthly payment of $105. Hazard insurance  would c o s t  an es t imated  $4 a month, 
taxes $26, and the  mortgage-insurance premium $6.22, f o r  a t o t a l  monthly payment 
of $141.22. The fami ly ' s  income would have t o  be at l e a s t  $635 a month. 

More than 35 per cent of t h i s  area's families -- or some 200,000 families -- 
could not afford t o  buy a used, three-bedroom house i n  today 's housing market. 

Tlze same economics that govern whether a family can afford t o  buy a $15,500 I 

used house, a l so  govern whether that family could afford t o  rent an apartment o f  
odequate size -- Good three-bedroom q a r t m ~ n t s  i n  a sui table  snvirunment are 
scarce a t  $140 a month, inctuding u t i l i t i e s .  

The family income f i g u r e s  forming a b a s i s  f o r  t h e  above c a l c u l a t i o n s  were taken 
f :om a Federal  Housing Administrat ion a n a l y s i s  of t h e  Minneapolis-St . Paul housing 
market. The s tudy  lists the  fo l lowing  numbers of f a m i l i e s  a t  va r ious  1969 est imated-  
income l e v e l s  ( a f t e r  f e d e r a l  income taxes  a r e  deducted):  16,500 f a m i l i e s  under 
$2,000; 38,500 under $3,000 60,500 under $4,000: 93,500 under $5,000: 137,500 under 
$6,000. 203,500 under $7,000- 264,000 under $8,000, and 324,500 f a m i l i e s  under an 
a f t e r - t a x  income of $9,000. The "housing market1' covers t h e  Twin C i t i e s  a r e a  l e s s  
Carver and S c o t t  coun t i e s ,  s o  t h e  number of families a t  each income l e v e l  would be 
even g r e a t e r  f o r  t h e  e n t i r e  seven-county met ropol i tan  a rea .  

C. A l l  components of housing p r i c e  -- t h e  c o s t  of l a b o r ,  m a t e r i a l s  land 
and money -- a r e  c o n t r i b u t i n g  t o  i ts inc rease .  

Ear ly  t h i s  y e a r ,  t h e  Federa l  Housing Administrat ion r a i s e d  t h e  i n t e r e s t  rate 
on in su red  mortgages from 6 314 t o  7 112 p e r  c e n t ,  p l u s  112 p e r  c e n t  f o r  i ts  
mortgage insurance  premium. Costs  of m a t e r i a l s  are r i s i n g  s t e a d i l y ,  p a r t i c u l a r l y  
lumber c o s t s ,  which have gone up 30 t o  90 p e r  cent  i n  t h e  p a s t  year .  ~ e s i d e n t i a l  
l o t s  now c o s t  from $4,000 t o  $15,000, depending on loca t ion .  A new round of wage 
inc reases  is  due May 1 f o r  bu i ld ing  tradesmen, whose hourly r a t e s  now range from 
$4 ( l abo re r s )  t o  $5.25 ( e l e c t r i c i a n s )  . 

And s k i l l e d  craftsmen a r e  a t  a premium -- every t r ade  i s  s h o r t .  I n  October, 
1968, t he  Minnesota S t a t e  Employment Serv ice  repor ted  t h a t  42,128 persons were 
employed i n  cons t ruc t ion  a c t i v i t i e s  i n  t he  Minneapolis-St. Paul  met ropol i tan  area, 
compared wi th  42,347 two yea r s  e a r l i e r .  That i s  a d e c l i n e  of 219 employees i n  what 
should be an exploding indus t ry .  Nat iona l ly ,  t h e  cons t ruc t ion  l abo r  pool  is  est imated 
a t  l e s s  than  3 m i l l i o n ,  and 10 p e r  cent  is l o s t  annual ly through r e t i r emen t ,  dea th  o r  
job changes. I n  1966 t h a t  l o s s  was es t imated  a t  282,000 craftsmen. I n  t h a t  same 
Year 9 Programs rep laced  only  16,000. 



Pressures on housing p r i c e  show no s i g n  of slackening. 

A typ ica l  three-bedroom house containing about 1,100 square f e e t  of f l o o r  
space cos t  an est imated $11,891 t o  bu i ld  i n  1948, according t o  Real Es ta te  Research 
Corporation. The es t imate  f o r  t h a t  same house l a s t  year  was $19,646, represent ing  
an increase  of 65.2 per  cent  from 1948 t o  1968. I n  one year alone,  from 1967 t o  1968, 
the  est imated increase  was 6.69 per  cent .  Other es t imates  have placed the  increase  
i n  cons t ruct ion  cos t  over the  p a s t  year  a s  high as 13 pe r  cent .  The Greater  Minne- 
apo l i s  Area Board of Real tors  reported the  average s a l e s  p r i ce  of houses i n  t h i s  
a rea  increased from $21,100 i n  1967 t o  $24,921 i n  1968. 

The long-range outlook is f o r  cont inual ly  r i s i n g  cos t s .  According t o  one 
es t imate ,  cons t ruct ion  w i l l  c o s t  62 per  cent more p e r  square f o o t  i n  1975 than i n  
1965. 

D -  - Zoning, and b u i l d i n g  requirements add an a r t i f i c i a l  cos t  t o  housing p r i ce .  

A s  reported i n  the  Ci t izens  League's recent  s tudy,  "Breaking the  Tyranny of i 

the Local Property Tax", many Twin C i t i e s  a rea  suburbs have enacated S t i f f  r e s i -  
d e n t i a l  bui ld ing ordinances t h a t  have the  e f f e c t  of preventing l a rge  numbers of 
lower-income fami l i e s  from buying homes i n  those communities. This usual ly  is 
accompLished by increas ing the  minimum square footage f o r  a house, increas ing the  
minimcm l o t  s i z e ,  and adding such requirements as a two-car garage f o r  every home. 

The purpose of these ac t ions  may be t o  ensure c e r t a i n  standards of cornunity 
development o r  i t  may be t o  allow only those houses t h a t  "pay t h e i r  own way". 
That means t h a t  t h e  house should be of s u f f i c i e n t  value s o  t h a t  taxes  a r e  high 
enough t o  f inance  the  c o s t  of loca l  government se rv ices  -- p a r t i c u l a r l y  school 
cos ts  -- t h a t  t h e  family r equ i res .  

A s  the  Property Tax repor t  noted, such p o l i c i e s  work d i r e c t l y  agains t  benef i t ing  
the e n t i r e  metropoli tan a rea ,  because housing options f o r  lower-income fami l i e s  a r e  
severe ly  r e s t r i c t e d  -- more o f t en  than not  o t  t h e  o l d e r  homes i n  the  c e n t r a l  c i t i e s  
of blinneapolis and St .  Paul. The r e s u l t  i s  t h a t  very few communities, i f  any, a r e  
developing populations with a wide range of income levels .  

The bui ld ing and zoning requirements tend t o  boost housing p r i c e ,  d i c t a t i n g  
f o r  ma?y fami l i e s  a minimum dwelling t h a t  r e a l l y  i s  bigger  and more expensive I 

than needed, and more than they can af ford .  I n  a r e a l  sense,  these requirements 
add an a r t i f i c i a l  cos t  t o  housing p r i ce .  

I r o n i c a l l y ,  the  f ede ra l  government, i n  e f f e c t ,  has paid communities t o  zone 
out low and moderate-income housing. Under the  701 urban planning ass i s t ance  
Program (Section 701 of the  Housing A C ~  of 1954) the  f ede ra l  government has under- 
wr i t t en  two-thirds of the  cos t  of developing comprehensive community p lans  and 
zoning ordinances. It was through these plans and ordinances t h a t  many c0ntmuni- 
t ics  r e s t r i c t e d  r e s i d e n t i a l  development t o  middle and upper-income housing. 

Fortunately,  t h i s  w i l l  be changed i n  the  f u t u r e  t o  meet a new f e d e r a l  
requirement t h a t  such planning make r e a l i s t i c  assessment of problems r e l a t e d  t o  
housing needs -- such as  an inadequate supply of dwell ings,  substandard dwellings 
o r  Poor pub l i c  services .  P r i o r i t y  w i l l  be given t o  planning ass i s t ance  f o r  low- 
income areas  and housing s tud ies .  



Unfortunately, many of the  suburbs already have gone through the  planning pro- 
cess and t h e i r  development maps a r e  t i n t e d  inde l ib ly  with middle-class color- 
ings.  And some o the r  subur5s a re  of such an exclusive,  wealthy nature  t h a t  they 
do not  have t o  r e l y  on federa l  a s s i s t ance  i n  preparing zoning regulat ions.  

E. build in^ technology i s  confined by building codes t o  t r a d i t i o n a l  methods 
and mate r i a l s  t h a t  shackle the indust rv  t o  on-site construction.  

A graphic por t rya l  of the  present  s t a t e  of the a r t s  i n  the  construction industry 
was depicted i n  a recent  i s s u e  of Progressive Architecture magazine. "An 18th 
Century carpenter  could r i s e  from h i s  grave," the  magazine sa id ,  "pick up a hammer 
and some n a i l s  and s t a r t  working on a contemporary construction job without attrac- 
t i n g  much a t tent ion. : '  It was observed t h a t  t h i s  is a r a t h e r  unique s i t u a t i o n  with- 
out p a r a l l e l  i n  o ther  indus t r i e s .  

Building codes a r e  enacted and administered under powers delegated by the 
s t a t e  t o  p ro tec t  t h e  publ ic  hea l th ,  s a f e t y  and general  welfare . . . and t h i s  they 
do very well .  ~ l u n i c i p a l i t i e s  take one of the  four  na t iona l  building codes and 
mend them t o  s u i t  l o c a l  condit ions o r  s p e c i a l  i n t e r e s t s .  The r e s u l t  i s  t h a t  the  
metropolitan a r e a  has codes with many v a r i a t i o n s  of how bui ld ings  should be con- 
s t ruc ted ,  and of what mater ia ls .  Should someone f e e l  t h a t  c e r t a i n  fea tu res  of a 
code m i l i t a t e  agains t  low-cost but  never theless  s a t i s f a c t o r y  construction,  h i s  
only recourse i s  t o  appeal t o  the  same au thor i ty  t h a t  es tabl ished the  code. The 
mixed reception t o  p l a s t i c  pipe -- allowed i n  some communities but  no t  i n  o the rs  - 
ind ica tes  how wel l  a new product may fa re .  Lack of uniformity, then, cons t i tu tes  
a bewildering maze . . . a cos t - in f l a t ing  maze . . . f o r  the  bu i lde r  who moves 
from community t o  community wi th in  t h i s  a rea  t o  put  up housing. 

A s  present ly  w r i t t e n  and enforced, bui ld ing codes -- as w e l l  as e l e c t r i c a l  
and plumbing codes -- tend t o  lock the  construction industry i n t o  on-site work. 
Factory-produced u n i t s  o r  modul.es, i f  not  prohibi ted  ou t r igh t ,  a r e  not  used 
because the  f a c t o r i e s  a r e  not located c lose  enough t o  the  Twin C i t i e s  metropoli tan 
a rea  so  t h a t  buildi-ng inspectors  can inspect  u n i t s  during assembly. On-site work, 
of course, is subject  t o  vagaries of the  weather, and i n  Minnesota t h i s  means 
severe winters  and ra iny spr ing days. 

Minnesota i s  on the  threshold of adopting a s t a t e  building code t h a t  report-  
edly u t i l i z e s  "performance standards" t o  the  g r e a t e s t  extent  possible.  While the  
code would not  be mandatory, i t  is w r i t t e n  s o  i t  can be adopted by munic ipal i t ies  
by reference -- t h a t  is, it does not  have t o  be published i n  f u l l  as a loca l  
ordinance. The performance concept, f o r  example, means t a lk ing  about a wall i n  
terms of i t s  s t reng th ,  its insu la t ion  q u a l i t y ,  i ts res i s t ance  t o  f i r e  and i ts  
a b i l i t y  t o  absorb sound, r a t h e r  than s p e c i f i c a l l y  i n  terms of how it is construc- 
ted  a d  of what mater ia ls .  Performance standards require  an in tens ive  program of 
bas ic  research i f  r e l i ance  on the  f a m i l i a r ,  t r a d i t i o n a l  product i s  t o  be changed. 

Retrogression seemed l i k e l y  f o r  a t i m e  last f a l l  i n  St .  Paul,  where an amend- 
ment was introduced t o  ban a l l  prefabr ica ted  buildings.  Later  i t  was softened t o  
forbid pre-assembly of any plumbing, heating,  electrical o r  o ther  mechanical 
equipment. Under heavy a t t ack  from bu i lde r s ,  ma te r i a l s  suppl iers  and concerned 
c i t i z e n s  as a "giant s t e p  backward i n  the construction industry,"  the  proposal 
was withdrawn by i ts ,sponsor.  

Builders have s t a t e d  t h a t  1 2  t o  15 per cent  can be cl ipped from construction 
cos t  by easing building codes so  f u l l e s t  use can be made of latest 



technology i n  on s i t e  cons t ruc t ion .  Desirable a s  such savings are, t h e r e  appears 
general  agreement i n  the  cons t ruc t ion  indus t ry  t h a t  more work must be done i n  
p l a n t s  and l e s s  on t h e  s i t e  i f  any r e a l l y  s i g n i f i c a n t  savings a r e  t o  be achieved. 
The $20-per-square-foot cbs t  of conventional cons t ruc t ion  can be reduced t o  
$8-to$10 p e r  square foo t  f o r  a p re fab r i ca t ed  u n i t  b u i l t  i n  a fac tory&--  a saving 
of 50 p e r  cent  o r  more. 

6 

Manufacturing modular u n i t s  i n  f a c t o r i e s ,  i n s t ead  of cons t ruc t ing  u n i t s  on 
the s i t e ,  lowers c o s t s  two ways. The work can be systematized because ma te r i a l s  
a r e  r e a d i l y  a t  hand, and the  workers do no t  have t o  b a t t l e  mud o r  co ldweo the r .  
Secondly, l abor  c o s t s  per  u n i t  can be reduced by time-saving use  of machinery, 
g r e a t e r  s p e c i a l i z a t i o n  of workers '  s k i l l s  and assembly-line procedures.  AS noted 
e a r l i e r ,  s k i l l e d  bui ld ing  t r a d e s  workere a r e  i n  s h o r t  supply and i t  appears t h e r e  
a r e  not  enough craftsmen t o  bu i ld  a l l  t h e  conventional housing t h a t  w i l l  be needed 
i n  years  ahead. I n  view of t h a t  s i t u a t i o n ,  i n d u s t r i a l  workers r a t h e r  than c r a f t  
workers can be employed i n  p l a n t s  t h a t  manufacture housing, con t r ibu t ing  f u r t h e r  
t o  lower cos t s  because i n d u s t r i a l  wage r a t e s  a r e  lower. 

A housing consu l t an t  has es t imated  t h a t  l abor  c o s t  is  35 t o  40 p e r  cent  of 
the c o s t  of a conventional house, but  t h a t  f a c t o r i e s  th ink  they ' r e  not  doing w e l l  
i f  they l e t  the  labor  f a c t o r  g e t  up t o  10 pe r  cent  of cos t .  

F. The r e luc tance  of communities t o  accept  manufactured o r  pref  i n i shed  housing 
c o n s t i t u t e s  a missed opportuni ty i n  so lv ing  the  low-income housing problem. 
-.--1_ -.-- - 

Manufactured housing would seem t o  o f f e r  a good.dea1 of s h e l t e r  f o r  r e l a t i v e -  
l y  l i t t l e  money, and a number of systems a r e  being developed around t h e  country. 
We c i t e  he re  j u s t  a few examples. 

The l e a s t  expensive u n i t  l i s t e d  i n  a Cornel l  Univers i ty  s tudy ,  The New 
Building Block, i s  a modular u n i t  ( a  "box'' complete wi th  w a l l s ,  f l o o r  and roof)  
made of wood, manufactured i n  u p s t a t e  New York, de l ive red  t o  nearby c i t i e s  on 
f lat-bed t rucks ,  and cos t ing  $7.70 a square foo t .  Hab i t a t ,  t h e  widely publ ic ized  
h igh-r i se  s t u r c t u r e  a t  :!ontrealfs Expo-67, c o s t  a p r o h i b i t i v e  $89.42 a square f o o t .  
As the  Cornel l  s tudy po in t s  o u t ,  l o g i s t i c  f a c t o r s  . . . t r anspor t ing  t h e  housing 
modules t o  the  s i t e  . . . a r e  most c r i t i c a l  i n  determining the  u l t ima te  economic 
f e a s i b i l i t y  of a system based on preassembled modules. 

Another example i s  provided by Chicago, a c i t y  wi th  s t rong  bui ld ing  codes 
and unions,  but  f requent ly  c i t e d  a s  making a s i g n i f i c a n t  breakthrough i n  t h e  pro- 
duct ion of low-cost housing i n  a p l a n t .  Opposition was s ide t r acked  by forming a 
new corpora t ion  owned one-third by the  bui ld ing  t r a d e s  unions, one-third by the  
Chicago Housing Authori ty,  and one-third by Chicago's b i g  bu i ld ing  m a t e r i a l s  
s u p p l i e r ,  U. S. Gypsum. An experimental program of 200 p re fab r i ca t ed  homes w i l l  
be followed by 1,000 houses f o r  t h e  c i t y ' s  next p u b l i c  housing program. Four- 
plexes a r e  being b u i l t  a t  a c o s t  of $14,500 f o r  a four--bedroom apartment,  $12,500 
f o r  t h r e e  bedrooms and $11,000 f o r  two bedrooms. P r i c e s  include a i r  condi t ioning ,  
b u i l t - i n  app l i ances .  landscaping, outdoor l i g h t i n g ,  playground equipment and 
paved outdoor parking. 

S i g n i f i c a n t  c o s t  savings would seem t o  be  i n  s t o r e  f o r  u se r s  of a r c h i t e c t  
Carl  Koch's Techcrete sys  tern, which involves on-s i te  f a b r i c a t i o n  of s t r u c t u r a l  
components --- p r e c a s t ,  p r e s t r e s s e d  concre te  f l o o r  planks and bear ing  wa l l s .  Under 
a Department of Defense c o n t r a c t ,  t h e  system w i l l  be used t o  e r e c t  18-story apar t -  



ments costing from $6.23 a square foot, and three and four-story townhouses from 
$6.84 a square foot. 

The mobile home, already accepted by 5 million people and comprising more 
than one-fifth of all housing starts annually, holds here-and now possibilities 
for housing low-income families, either on a permanent basis or as interim housing 
until something else is built. They can be used individually or in twos or threes 
to make homes of various sizes and shapes. They can be stacked, like so many 
drawers in a file cabinet, in a high-rise framework for use as apartments. 

An average mobile home costs about $8 per square foot, including appliances, 
furnishings and some built-in furniture. That compares with an unfurnished house 
costing up to $20 a square foot. Individually, mobile homes can cost from $3,000 
to $12,000 (the latter for a double unit), but a typical home runs about $6,000. 
Natural-wood siding can be added for a more house-like appearance, as Pemtom, Inc., 
is doing with its Movilla unit in Cimarron Park in East Oakdale Township. Units 
there will sell from about $7,000 for a two-bedroom version to $13,500 for a four- 
bedroom model. 

It is extremely difficult to get approval for a mobile home development, 
however, since local councils are looking for development that will addnore to 
their tax base. Local councils also listen with a political ear to the wishes 
of their taxpayers, many of whom own the higher-value homes that council policy 
has dictated. These taxpayers generally do not want what they consider an 
unattractive mobile home development in their midst, and are reluctant to accept 
the fact that proper community planning and site development can alleviate the 
storm sewer, water and sanitary disposal problems otherwise attendant to high- 
concentration developments. 

The barriers are so inflexible that mobile homes cannot even be used as 
interim housing in most communities -- a missed opportunity of tragic dimension 
in areas where there is a need for housing rehabilitation programs or where 
public redevelopment and highway programs displace low-income families- 

A particular impediment to the purchase of mobile homes by low-income 
families is the method by which such units are financed. Short-tern financing 
and parking-space rentals require monthly payments higher than such families can 
affrod, and down payments are greater than for conventional housing. The general 
rule is a seven-year payment plan, although 10-year financing is available on so- 
called "double wides;' -- two units fastened together to form a single dwelling 
unit. The down payment generally runs $1,000 for a unit costing $6,000 to $8,000, 
and interest is added at a rate of $5.50 per $100 per year. The buyer of a $7,000 
unit thus would pay $1,000 down, finance $6,000 for seven years at a total interest 
cost of $2,310. His payment would be $8,310 divided by 84 months, or nearly $99 a 
month. In addition, he would have to pay an insurance charge, say $6 a month, plus 
about $50 a month for space in a mobile home park -- for a total of $155 a month. 
Some parks make extra charges for units occupied by more than two persons, and for 
pets. Gas, fuel, oil and electricity are metered by utilities firms and hilled to 
the user in some parks. 

IT. &-overall public responsibility has been assigned for housing. 

No one public agency has been given responsibility for determining housing need 
and supply in the Twin Cities metropolitan area, nor for planning programs to meet 
those needs -- particularly those of low-income families and individuals. 



A .  The increased  populat ion t h a t  is f o r e c a s t  f o r  t h e  Twin C i t i e s  metropoli- 
tan a r e a  r a i s e s  a huge ques t ion  of how these  people w i l l  be housed. 

About 615,000 new fami l i e s  w i l l  be formed i n  t h e  Twin C i t i e s  a r e a  as popula t ion  
inc reases  t o  an es t imated  4 m i l l i o n  persons by t h e  year  2000, according t o  a r ecen t  
met ropol i tan  s tudy.  But t h e  t o t a l  need i n  the  next  t h r e e  decades w i l l  be c l o s e r  t o  
700,000 new d w e l l i ~ g  u n i t s ,  inasnuch a s  50,000 t o  80,000 u n i t s  w i l l  be needed t o  
rep lace  e x i s t i n g  housing t o  be removed f o r  new highways, open space,  commercial and 
i n d u s t r i a l  expanzion, and urban renewal. 

The seven-county met ropol i tan  a r e a  now has about 600,000 dwell ing u n i t s .  3 
the year 2000, therefore,  we must more than doubZe our present housing stock,  and 
do it i n  less than hal f  the time than i t  took t o  buiZd what we have now. To para- 
pharase Pres ident  Lyndon Johnson, when he s igned t h e  b i l l  c r e a t i n g  t h e  Department of 
Housing and Urban Development, we must l i t e r a l l y  b u i l d  a second Twin C i t i e s  metro- 
p o l i t a n  a r e a  i n  t h e  next  31 years .  

The cons t ruc t ion  indus t ry  opera t ing  i n  t h e  p r i v a t e  market w i l l  determine how 
much of t'.lis increased  populat ion w i l l  be s h e l t e r e d .  Cont rac tors ,  opera t ing  much a s  
they do now, presumably should be ab le  t o  meet t he  s h e l t e r  needs of those f ami l i e s  
who can a f f o r d  t o  buy o r  r e n t  housing a t  p r e v a i l i n g  p r i ces .  The s c a l e  of t he  t a sk  * 

w i l l  be so g r e a t ,  however, t h a t  guidance as  t o  housing loca t ion ,  q u a n t i t y ,  type and 
p r i c e  seems necessary.  

But what of t h e  housing need of f a m i l i e s  whose incomes a r e  too  low, who cannot 
a f f o r d  the  p r i c e  of housing? There is  no reason t o  assume these  f ami l i e s  a r e  the  
r e s p o n s i b i l i t y  of a s i n g l e  munic ipa l i ty .  They a r e  t h e  r e s p o n s i b i l i t y  of t h e  e n t i r e  
met ropol i tan  community, y e t  no o v e r a l l  r e s p o n s i b i l i t y  has been assigned.  Are we 
t o  continue t o  meet t h e i r  needs i n  piecemeal fash ion  -- by l o c a l  housing a u t h o r i t i e s  
bu i ld ing  not-enough p u b l i c  housing, by con t rac to r s  bu i ld ing  too--expensive p r i v a t e  
housj-ng, by neighborhoods and m u n i c i p a l i t i e s  wal l ing  out  m i n o r i t i e s ,  by wel fare  
a u t h o r i t i e s  pennypinching on housing allowances, by landlords  overcharging t enan t s  
f o r  substandard dwel l ings ,  by a s t a t e  governrr;ent v i r t u a l l y  abdica t ing  any responsi- 
b i l i t y  f o r  the  problem, by a f e d e r a l  government au thor i z ing  promising housing Pro- 
grams and then f a i l i n g  t o  appropr ia te  s u f f i c i e n t  funds? 

B. Housing should be viewed 3s a p u b l i c  r e s p o n s i b i l i t y ,  even though it 
b e g u b l i c l v  owned o r  constructed_. rnay _ = L o _ !  

We make p lans  on a met ropol i tan  l e v e l  f o r  s o l i d  waste d i s p o s a l ,  f o r  a 200, f o r  
open space,  f o r  h e a l t h  s e r v i c e s .  But f o r  s h e l t e r ,  a b a s i c  need of mankind, we do 
very l i t t l e  i n  the  p u b l i c  sphere a s i d e  from a f e d e r a l l y  f inanced s tudy o r  two- We 
plan f o r  t hese  o t h e r  f a c i l i t i e s  because they a r e  needed and because they Cannot be 
provided we l l  by s i n g l e  u n i t s  of government o r  i nd iv idua l  agencies  a c t i n g  a long-  

We do no t  p l an  f o r  housing, y e t  t h e  mot iva t ing  cons id era ti or^; se,?r.i si:.1ilar9 i n  
t h a t  p r i v a t e  b u i l d e r s  cannot meet t h e  needs of a growing number of people wi th  low 
incomes, and t h a t  only a few ind iv idua l  m u n i c i p a l i t i e s  t r y  t o  meet l o c a l  demand f o r  
pub l i c  housing. Most m u n i c i p a l i t i e s ,  i n  f a c t ,  accept  no p u b l i c  r e s p o n s i b i l i t y  f o r  
low-income housing. To the  con t ra ry ,  they s e t  up bu i ld ing  and zoning r egu la t ions  
t h a t  a c t  a s  e f f e c t i v e  b a r r i e r s  i n  keeping ou t  t h e  poorer  f ami l i e s .  

C. Basic information i s  l-ac_ki-ng-a~o_u.t t h e  housing problem* 

We know we have a housing problem, but  t o  determine the  ex ten t  of i t ,  we must 
know m o r e  about t h e  peop1.e who need housing -- about t h e i r  incomes, where they a r e  
loca ted ,  and about t h e i r  r ace ,  t h e i r  age and t h e i r  family s i z e .  We a l s o  need t o  
know more about our  supply of housing -- i ts  p r i c e ,  s i z e ,  age and loca t ion .  Current  



data  on a l l  these points  simply is  not  avai lable .  

Information current ly  i n  use i s  drawn from the  1960 federa l  census, and i t  i s  
nine years out-of-date. I ts  v a l i d i t y  is quest ionable when applied t o  a growing 
metropolitan area  such a s  ours ,  where there  has been a g rea t  movement t o  the  suburbs, 
where many homes have been removed f o r  freeway construction and other  p ro jec t s ,  where 
en unknown nmber  of Negro and Indian famil ies  have come t o  res ide ,  where housing 
has de te r io ra ted  and been rehab i l i t a t ed  i n  unknown r a t i o ,  where income l e v e l s  have 
r i s e n  f o r  many and f a l l e n  f o r  o thers  by varying amounts, where an undetermined num- 
ber of new famil ies  have been es tab l i shed  and o1.d fami l i e s  have undergone change, 
and where population age l eve l s  have changed because of immigration and emigration, 
b i r t h  and death. 

D. While we do not know the  exact  dimensions of the  housing problem confront- 
ing us now and i n  the  f u t u r e ,  i t s  magnitude w i l l  require  so lu t ions  on a l a r s e  sca le .  --- 

We re fe r red  e a r l i e r  t o  the population increases  predic ted  f o r  the  Twin C i t i e s  
metropolitan a rea ,  and questioned how these  people w i l l  be housed. The outlook i s  
not opt imis t ic .  

The National Commission on Urban Problems est imates t h a t  t h i s  country, i n  order 
t o  break t h e  back of minimum housing needs by 1980, should bui ld  2 mi l l ion  
t o  2 114 mi l l ion  new housing u n i t s  a year. In only one year s ince  World War I1 have 
we even approached the  r a t e  of 2 mi l l ion  u n i t s ,  and t h a t  was i n  1950. The r a t e  over 
the l a s t  s i x  years has averaged 1.45 mi l l ion ,  not counting mobile homes. Construc- 
t i o n  Pace is such tha t  i t  is  estimated i t  w i l l  require  125 years  t o  renlace  the 
na t ion ' s  housing inventory, and many dwellings a r e  already deter iora ted .  

Some 20 per  cen t ,  o r  about 115,000 dwelling u n i t s ,  of housing i n  the  metropoli tan 
a rea  was b u i l t  before 1900. Another 12 p e r  cent  was b u i l t  between 1900 and 1920. 
This means that about one-third of the houses i n  the M n  Cit ies  area are more than 
50 years old. I n  addi t ion ,  many of the houses b u i l t  d i r e c t l y  a f t e r  World War I1 were 
j e r ry -bu i l t  and small ,  rendering them prematurely obsolete.  

111. Rising housing p r i c e s  c o n s t i t u t e  a hopeless s i t u a t i o n  fo_r low-income f amil ies 
who t r y  t o  r e n t  o r  buy adequate housing. And the  problem i s  worsening. -- 

The incomes of a s i z a b l e  number of people a t  t h e  lowest end of the  economic 
ladder a r e  so  out of pace with the  r e s t  of the  economy t h a t  each day f i n d s  them 
l e s s  and l e s s  able  t o  af ford  decent, s a f e  and s a n i t a r y  housing. 

A. For a s u b s t a n t i a l  por t ion  of the  urban poor, incomes do not r i s e  proportion- 
a t e l y  with the  growth of the  n a t i o n ' s  af f l u e n c ~ .  -- 

This i s  t r u e  of low-income e l d e r l y  people on pensions. It is  t r u e  of the  
handicapped, the  unski l led ,  the  mother l e f t  with chi ldren t o  rea r .  Many of these 
urban poor a r e  on welfare r o l l s .  The a rea ' s  two l a r g e s t  counties,  Hennepin and 
Ramsey, had more than 36,000 and 20,000 persons, respecr ively ,  on ass i s t ance  i n  a 
recent  month. They receive housing allowances t h a t  a r e  inadequate t o  meet r en t s  
on standard housing. A family of four  on d i r e c t  r e l i e f  i n  Minneapolis receives 
$95 a month, including u t i l i t i e s .  The monthly allowance, again including u t i l i t i e s ,  
i s  $80 i n  Ramsey County f o r  a family of four  on r e l i e f .  To a g rea t  extent ,  wel- 
f a r e  departments a re  subsidizing substandard housing. 



B.  The housing problem is  espec ia l ly  acute  f o r  minority aroup people, p a r t i -  
c u l a r l y  those with low incomes. 

A d ispropor t ionate  percentage of low-income fami l i e s  among t h e  black and Indian  
populat ions,  o f t en  coupled with r a c i s t  a t t i t u d e s  and r a c i a l  d iscr iminat ion ,  makes 
t h e  housing problem most severe  f o r  these  groups. . 

Despite  open housing laws passed by f e d e r a l ,  s t a t e  and l o c a l  governments, hous- 
ing d iscr iminat ion  continues t o  e x i s t .  The Minneapolis C i v i l  Rights Department re- 
ceived 41 housing complaints l a s t  year  out  of a t o t a l  of 169 a l l e g a t i o n s  of r a c l a l  
d iscr iminat ion .  The Pllnneapolis Human Relat ions Commission reported i n  January t h a t  
a nonwhite person seeking housing "in the  so-called ' l i b e r a l  c i t y  of Minneapolis'" 
i s  "almost c e r t a i n  t o  f ace  a f r u s t r a t i n g ,  humil ia t ing  and degrading search ." 

Frank Kent, Minnesota Human Rights Commissioner, has s t a t e d  i t  is "almost im-  
possible" f o r  Negroes t o  f ind  apartments i n  t h e  suburbs. H i s  department handled 452 
cases of d iscr iminat ion  i n  1 8  months, and 134 were r e l a t e d  t o  housing. 

A recent  survey of a 413-square-block a rea  i n  t h e  southwestern p a r t  of S t .  Paul 
revealed t h a t  less than 10 pe r  cent  of more than 12,000 r e s i d e n t s  contacted s a i d  
they were w i l l i n g  t o  openly support  f a i r  housing. The survey revealed such negat ive  
a t t i t u d e s  t h a t  t h e  sponsoring organiza t ion  decided t o  p u l l  back and a t t a c k  t h e  prob- 
lem through ' the  a r e a ' s  39 s p i r i t u a l  leaders .  Residents l i s t e d  16 d i f f e r e n t  "fears" 
about open housing. 

I n  Minneapolis, recent  surveys have shown t h e  ~ n d i a n s '  g r e a t e s t  problem is 
housing, and t h a t  much of i t  is not f i t  f o r  human hab i t a t ion .  It is housing charac- 
t e r i zed  by cockroaches, poorly heated and dimly l i g h t e d  rooms, s h a t t e r e d  windows 
covered with cardboard, sagging doors t h a t  don ' t  lock ,  plumbing t h a t  doesn' t  work, 
p l a s t e r  t h a t  is  cracked and s t e p s  t h a t  a r e  broken. It was found t h a t  70 per  Cent 
of t h e  Indians l i v i n g  i n  t h e  P h i l l i p s  a rea  r e s ide  i n  substandard housing. 

One Indian couple looked a t  near ly  40 Minneapolis apartments i n  two days before 
f ind ing  a landlord who would r e n t  t o  them and t h e i r  c h i l d .  In Richf ie ld ,  th ree  
landlords adver t i s ing  p laces  f o r  r e n t  were v i s i t e d  by an Indian couple who were t o l d  
the p laces  were already rented.  A white  couple was s e n t  o u t ,  and was t o l d  i n  each 
ins tance  t h a t  t h e  p lace  was ava i l ab le .  

A r a c i a l  s e n s i t i v i t y  survey was taken i n  Hennepin County churches and synagogues 
a year  ago. "White church-going people i n  our  community a r e  not  f r e e  of r a c i a l  b i a s , "  
concluded the  sponsors,  t h e  Minnesota Council on Religion and Race, and t h e  Minneapo- 
lis Urban Coal i t ion .  

Non-whites i n  the  Twin Cities a rea  had a median income of about $4,500 a t  t h e  
time of t h e  1960 census, compared wi th  $6,400 median income f o r  whites.  BY 1967, 
median income had r i s e n  t o  $8,318 f o r  white f ami l i e s  n a t i o n a l l y ,  but  t o  only $5,300 
f o r  blacks i n  metropol i tan  a reas .  

Outside of t h e  ghe t to  a rea ,  d iscr iminat ion  can take t h e  form of increas ing the  
p r i c e  o r  t h e  r e n t  of housing t h a t  otherwise would be ava i l ab le  t o  a non-minority 
person. I n  e f f e c t ,  t h e  minori ty person may pay a "color tax,"  g e t t i n g  l e s s  housing 
value  pe r  d o l l a r  than does the  white person. Within t h e  ghet to ,  t h e  increased demand 
f o r  low-income housing vs. a s t a t i c  o r  dwindling supply,  and t h e  high cos t  of main- 
tenance, o f t en  tends t o  inc rease  t h e  p r i c e  of housing i n  t h a t  area.  Thus, both 
wi th in  and without  t h e  ghet to ,  t h e  minority person pays more f o r  h i s  s h e l t e r .  



C. ;lany of the low-income families priced out of the market for ~ o o d  
housing are forced to live in overcrowded conditions or in substandard housing in 
thc oldest sections of the cities. areas with a heavv concentration of social and 
health problems. 

Obviously , the lower-income families and individuals who cannot meet today's 
prices for adequate housing are living somewhere . . . they are not out in the 
street. Some are in public housing. Some are in subsidized private housing. 
Some (the more elderly) are in houses they managed to buy and pay for in earlier 
years. 

Others are crowded into dwelling units intended for smaller families. And 
the lea& fortunate are living in substandard housing -- units that should be 
rebuilt or extensively repaired, or which lack certain plumbing facilities. 

The number of substandard units is estimated at 19,700 in ;.~inneapolis and 
13,500 in St. Paul. At their worst, these are ramshackle dwellings with broken 
windows, torn screens, brolcen-down steps, holes in the plaster, plumbing that 
doesn't work . . . rundown buildings sorely in need of paint and yard cleanup 
l~ouses infested with cockroaches and rats . . . units for which the rent is much 
too high. Tenants of these substandard dwellings have no remedy, under present 
lal~, against the slumlord who refuses to maintain his property, other than to 
file a complaint of a housing code violation with the city's inspection department . 

Understaffed inspection departments in both cities attempt to keep UP with 
complaints, but tend to relax their vigilance because the task is so mon~ental. 
Enforcement of housing codes is fraugllt with delay, often because ownership of 
slum buildings frequently changes hands and it is almost impossible to determine 
the owner of record. 

The oldest neighborhoods truly become poverty pockets, with families jammed 
into rundown housing and with no money for upkeep, speeding the deterioration of 
the neighborhood. There also is a deterioration of the human spirit, an anger, 
a frustra?i0n that reac:les 3tlt and touches the entire community when it results 
in civil disorders and crimes. There is a loss of hope that causes people to 
fall into bad housekeeping habits and to live in filth, providing a breeding 
ground for all manner of health problems. 

This was borne out in a 1967 health survey of St. Paul, in which the city 
was divided into three socio-economic areas -- the lowest being an area where 60 
per cent of the houses are deteriorated and 72 per cent of the dwelling units 
are renter-occupied. That area had highest percentages of fire cal IS, overcrowd- 
ing, juvenile delinquents and children on AFDC (Aid to Families with Dependent 
Children). It had, by far, the greatest incidence of tuberculosis, infant 
diarrhea, hepatitis, gonorrhea, syphilis, vilooping cough, infant dealths. 

Other problems crowd into these poorer areas: unemployment, underemployment, 
low educational levels, alcoholism, drug addition, marital problems, incohesive 
family situations, crime, and psychological-psychiatric problems. 

Inadequate housing "has been one of the most important contributors to the 
perpetuation of poverty", the chairman of the Ramsey County Welfare Board, Samuel 
Grais, declared recently. "It demoralizes individuals; it breaks up families; it 
deprives children of a stable home environment, and adversely affects their 
proper development, If a family does not have a decent place to live, it will 
find it difficult to pull itself out of the culture of poverty. It 



The character  of the  core c i t y  is exemplified by Minneapolis, which has l e c s  
population than Hennepin County suburbs, but  16 times a s  many r e l i e f  rec ip ient&,  4 
times as many o l d  people, 3 times a s  many poverty famil ies  and more than 2 times as  
much crime. 

D. The housing ~ r o b l e m  has been made worse through ac t ions  of redevelopment 
a u t h o r i t i e s ,  the  s t a t e  hinhway department and o the r  public agencies, which have 
removed more low-income housing than has been replaced. 

The housing problem haa been aggravated by t h e  removal of more low-income 
housing than has been replaced, a s  a r e s u l t  of clearance p ro jec t s  by redevelop-ent  
a u t h o r i t i e s  and t h e  highway department. Since 1960, an estimated 12,500 dwelling 
mits have been demolished i n  Minneapolis, and 7,350 i n  S t .  Paul. 

I n  t h a t  same period, Minneapolis showed a n e t  gain i n  housing of near ly  14,000 
u n i t s ,  and S t .  Paul more than 6,300. ~ u t  many of the  demolished u n i t s  were houses 
occupied by low-income people, because i t  is  i n  those areas  where urban renewal 
takes place,  and where highways a r e  routed. Most of t h e  new u n i t s  t h a t  were b u i l t  
were apartments, s u i t a b l e  i n  size and p r i c e  f o r  s i n g l e  people and young married 
couples. Even most of t h e  pub l ic  housing b u i l t  has  been high-rise apartment u n i t s  
f o r  e l d e r l y  couples and individuals .  Where houses have been b u i l t ,  they general ly 
h a w  been f o r  middle and upper-income famil ies .  L i t t l e  replacement housing ha6 
been b u i l t  f o r  t h e  low-income f amfly. 

For example, the  S t .  Paul Houering and Redevelopment Authority reported l a s t  
f a l l  t h a t  i t  had demolished 2,688 dwelling u n i t s  s i n c e  1953. Only 1,601 u n i t s  he6 
been added t o  t h e  housing supply by t h e  Authority, although an add i t iona l  1,456 
u n i t s  were than i n  t h e  planning s t a g e  o r  under construction.  

E. A decent home is a matter of publ ic  policy. 

Every American family . . . every person . . . is e n t i t l e d  t o  a decent home i n  
a s u i t a b l e  l i v i n g  environment. This w a s  proclaimed a s  na t iona l  policy by Congress 
i n  t h e  Housing Act of 1949, and was reaffirmed i n  t h e  Housing Act of 1968. The 
commitment should be no less a t  t h e  s t a t e  and l o c a l  l e v e l s .  Yet, a s  one C O ~ ~ U I ~ ~ Y  
organizer  summed i t  up: "~ome persons a r e  still  l i v i n g  i n  t h e  conditions of t h e  
Middle Ages while w e  approach t h e  21st Century ." 
IV. Present  e f f o r t s  toward a so lu t ion  of t h e  low-income housing problem a r e  inade- 
quate. 

A. Exist ing public housina programs have not  ~ r o d u c e d  enough housing f o r  low- 
income famil ies ,  and have done l i t t l e  t o  improve t h e i r  s o c i a l  environment. 

1. To took a t  what has been done i n  public housing i n  the mstropoZitan urea, 
one haa t o  turn t o  Minneapolis and S t .  Paul. The rest of t h e  metropolitan a r e a  has 
not  y e t  provided any publ ic  housing, although South St .  Paul has a 132-unit high- 
r i s e  p ro jec t  under construction f o r  t h e  e l d e r l y ,  and Forest  Lake is  t o  begin work 
soon on 40 u n i t s  of housing f o r  t h e  e lde r ly .  Only 10 o the r  communities i n  t h i s  
area have formed l o c a l  housing and redevelopment a u t h o r i t i e s ,  and none has produced 
any housing . 

Minneapolis and S t .  Paul came e a r l y  on the  scene, forming housing and redevelop- 
ment a u t h o r i t i e s  i n  1947, following passage of s t a t e  enabling l e g i s l a t i o n  e a r l i e r  i n  
the  year .  Together they have b u i l t ,  bought o r  leased near ly  6,800 dwelling u n i t s  
and have another 2,400 under const ruct ion.  



Early emphasis i n  both c i t i e s  was on p ro jec t  housing f o r  f ami l i e s ,  I n  
:.linneapolis, the  housing au thor i ty  cook over the  Sumner Fie ld  p r o j e c t ,  o r i g i n a l l y  
a f ede ra l  p ro jec t ,  and has b u i l t  Clendale, Lyndale, Olson and Glenwood p r o j e c t s  - 
comprising 966 un i t s .  St. Paul b u i l t  t he  cl~D~nough,  ~ o o s e v e l t ,  Plt. Airy and 
Dunedin Terrace p ro jec t s  - a t o t a l  of 1,119 un i t s .  

Aside from Dunedin Terrace, p ro jec t  housing f o r  f ami l i e s  has not  been b u i l t  
i n  recent  years ,  and apparently w i l l  no longer be b u i l t .  Not only was the re  
d i f f i c u l t y  i n  f inding s u i t a b l e  loca t ions  wi th in  the  two c i t i e s ,  but  the  crowded 
environment and the  s o c i a l  stigma t h a t  a t tached t o  such p ro jec t s  has rendered 
them unsui table  a s  f u t u r e  so lu t ions  f o r  the housing problem, A s  noted by the 
ivational Commission on Urban Problems, t h i s  type of housing lacks s o c i a l  se rv ices  
and has made l i t t l e  cont r ibut ion  toward development of a sense of community among 
i t s  own. tenants ,  o r  between the  tenants  and surrounding neighborhood. 

The cur ren t  emphasis is  t o  provide family housing on sca t t e red  s i t e s ,  but i n  
lnos t cases t h i s  approach does no t  add t o  the  community's housing s tock,  and mkes  
i t  d i f f i c u l t  t o  provide needed s o c i a l  services .  

One program i s  t o  l ease  apartments from pr iva te  owners, and re--rent them a t  
sllbsidized, low r e n t s  t o  low-income fami l i e s  and individuals .  Another program i s  
to  buy old housing and r e h a b i l i t a t e  i t  f o r  l ease  o r  s a l e  t o  low-inc e Persons. 3 A t h i r d  program involves cons t ruct ion  by t h e  housing au thor i ty  of s a l l  multiple- 
family u n i t s  f o r  lease .  Another program, u t i l i z e d  i n  I.linneapolis, arranges f o r  
cons t ruct ion  of houses by p r iva te  bu i lde r s ,  with the  housing au thor i ty  agreeing t o  
buy them a s  "used" housing if they a r e  not  so ld  a f t e r  a s t i p u l a t e d  time on the 
p r i v a t e  market, 

The two c i t i e s  have more than 1,000 apartments under lease  throughout the 
coamunity, with l i t t l e  o r  no s o c i a l  stigma at tached t o  t h e  occupants. 

Even a s  p ro jec t  housing f o r  f m i l i e s  has f a l l e n  i n t o  d is favor ,  p ro jec t  hous- 
ing  i n  the  form of h igh-r ise  bui ld ings  f o r  the  e l d e r l y  has gained favor.  
T,Iinncapolis has completed nea r ly  2,900 u n i t s  and S t ,  Paul more than 1,000; both 
c i t i e s  have p r o j e c t s  planned o r  under cons t ruct ion  t h a t  w i l l  more than double 
these  f igures .  Such p r o j e c t s  a r e  s o c i a l l y  acceptable by the  community and t h e i r  
e l d e r l y  inhab i t an t s  a l i k e ,  can be b u i l t  wi th in  f e d e r a l  c o s t  l i m i t s  without g r e a t  
d i f f i c u l t y ,  and pose no g r e a t  problem a s  f a r  a s  s i t e s  a r e  concerned. 

Extensive waiting l i s t s  -- about 3,250 on the l i s t  i n  ~ inneapo l i s  and about 
2,000 i n  S t .  Paul -- a t t e s t  t o  a desire for such housing, but raise questions 
ahout priority o f  elderly housing vis-a-vis family housing. 

2. JJationally, the public housing program has made a sorry showing, buildi'zg 
fewer units than Congress i n  2949 said were needed i n  the next s i x  years. A t  
t h a t  time, with 160,000 t o  170,000 pub l i c  housing u n i t s  already b u i l t ,  Congress 
sutllorized an add i t iona l  810,000 u n i t s  over t h e  following s i x  years .  'i'he t o t a l  - 
two decades l a t e r  - s tands  a t  only 667,000 uni ts .  

3. h b i i c  housing programs in i t ia t ed  b y  the ~ inneapo l i s  and S t .  Paul hous- 
i7zy ai~t7zorities cannot be developed t o  their  f u l l  potential because, under s ta te  
law, tk authorities must confine the ir  t o  the ir  respective municipal 
boundaries. This geographical l i m i t a t i o n  prevents them from going out  where 
s i t e s  a r e  ava i l ab le  -- l i inneapolis and S t .  Paul have l i t t l e  undeveloped land 



remaining -- and i t  prevents  them from loca t ing  f a m i l i e s  nea r  job o p p o r t u n i t i e s  
i n  t h e  suburbs. 

Abandoned school  s i t e s  ~aould  seem t o  o f f e r  some oppor tuni ty  f o r  housing 
p r o j e c t s  i n  t h e  c e n t r a l  c i t i e s ,  but these  s i t e s  a r e  few, they a r e  not  ve ry  l a r g e  
and t h e  noard of Education seeks t h e  h ighes t  p r i c e  poss ib l e  s i n c e  t h e  proceeds 
go i n t o  i t s  bu i ld ing  fund. For exam-ple, Piinneepolis has  only t h r e e  sites a v a i l -  
a b l e  -- a 1.3-acre po r t ion  of t he  o l d  Plarshall  High school  a t h l e t i c  f i e l d ,  t h e  
2.05-acre Frankl in  Jun io r  High s i t e ,  and the  3.4-acre South High School s i te ,  
wi th  a l i ke l ihood  t h a t  p a r t  of t h e  l a t t e r  t r a c t  w i l l  be taken by the  Highway 
Department f o r  roads i n  connect ion wi th  t h e  IIiawatha Avenue p r o j e c t ,  

The National  Comiss ion  on Urban Problems repor ted  t h a t  63 pe r  cen t  of a l l  
cons t ruc t ion  permi ts  f o r  i n d u s t r i a l  bu i ld ings  i s sued  i n  a r e c e n t  yea r  were f o r  
l o c a t i o n s  o u t s i d e  t h e  c e n t r a l  c i t i e s .  A l i k e  t r end  is ev iden t  i n  t h e  Twin Cities 
a rea .  This means t h a t  t h e  suburbs a r e  becoming tho employment c e n t e r s  f o r  blue- 
c o l l a r  workers,  an i r o n i c a l  s i t u a t i o n  i n  view of t h e  f a c t  t h a t  b lue-col la r  workers 
tend t o  l i v e  i n  t h e  c e n t r a l  c i t i e s .  On t h e  o t h e r  hand, t h e  Commission repor ted  
t h a t  73 per  cen t  of o f f i c e  bu i ld ing  cons t ruc t ion  permi ts  were i ssued  i n  the ccn- 
tr31 c i t i e s ,  y e t  t h e  \ .~hi te -co l la r  workers i nc reas ing ly  are l i v i n g  i n  t h e  suburbs. 

The requirement t h a t  housing a u t h o r i t i e s  o p e r a t e  on a municipal  b a s i s  pOs@s a 
problem f o r  some small communities t h a t  do n o t  have t h e  e x p e r t i s e  t o  develop pro- 
2ranls of t h e i r  owr-. And townships cannot p a r t i c i p a t e  a t  a l l  i n  any p u b l i c  hous- 
ing Program, f o r  t h e  s t a t e  s t a t u t e  conf ines  i t s e l f  t o  c i t i e s ,  v i l l a g e s  and 
boroughs. . 

These l i m i t a t i o n s  on t h e  e x e r c i s e  of a u t h o r i t y  f a i l  to  recognize  t h a t  t h e  
Twin C i t i e s  met ropol i tan  a r e a  is  a s i n g l e  community d e s p i t e  t h e  many municipal  
boundaries p l o t  t ed  on maps t o  d i v i d e  us  i n t o  a r b i t r a r y  p o l i t i c a l  subdiv is ions  
A person may l i v e  i n  one munic ipa l i ty ,  work i n  another ,  shop i n  another ,  &a t o  
church i n  ano the r ,  and send h i s  c h i l d r e n  t o  school  i n  ano the r  munic ipa l i ty  -- Yet 
we a r e  a l l  p a r t  of a s i n g l e  community. 

4 .  State assistance t o  the housing problem i s  virtuaZly lacking. The 
; funic ipa l  Housing and Redevelopment Act of 1947 is t h e  on ly  p i e c e  of Minmsota 
l e g i s l a t i o n  p e r t a i n i n g  t o  low-income housing, and i t  is  administered by a s i n g l e  
o f f i c i a l  i n  t h e  S t a t e  Planning Agency. 

The state can  po in t  t o  only  two o t h e r  examples o f  a s s i s t a n c e :  t h e  % a t e  
Insurance Commission has  developed a p l an  a s su r ing  low-income areas t h a t  they 
o b t a i n  proper ty  insurance ,  and t h e  s t a t e  has  developed a program t h a t  Uses 
f e d e r a l  funds t o  t r a i n  bu i ld ing  in spec to r s .  

. .. York ':ev J -?rsey  C o n n e c t ~ c c t  Il l i n o i z  ?nd Fcr;nsyJv?nin ::.we 
formuJ.ntcr1 r . ' ; i t i oun  IT' 711 a s s i s  t ~ l n c e  y o ? r z 1 s ,  b u t  I!innesota has no t  
,'one so  t o  d z t e .  

B. E f f o r t s  toward a s o l u t i o n  of t h e  low-income housing problem throu@h tb 
p r i v a t e  s e c t o r  have been unsuccessful .  

1. The buiZding industry i s  made up o f  many ma22 entrepeneurs producinq 
izousing for a local mrke t .  They cannot b u i l d  t h e  q u a n t i t y  of  housing needed f o r  
f a m i l i e s  a t  a l l  income l e v e l s ,  l e t  a lone  t h e  f a m i l i e s  w i t h  low incomes. 



Confronting a housing need of g r e a t  magnitude i s  an indust ry  composed of 
18 c r a f t s  and more than 870,000 contrac tors ,  most of them operat ing wi th in  a 
s i n g l e  l o c a l i t y .  Of 200,000 general  con t rac to r s  i n  t h i s  country, only 1,200 have -- 
more than 100 employees. In the  Twin C i t i e s  area ,  the  number of l a rge  homebuild- 
i n s  firms can be counted on one hand. 

The indust ry  i s  made up of many s p e c i a l t y  con t rac to r s ,  many with few 
employees, who come together  on the  s i t e  of a p r o j e c t  and go t h e i r  sepa ra te  ways 
upon i t s  completion. The lender ,  the  a r c h i t e c t ,  land developer and mate r i a l s  
supp l i e r  become a p ro jec t  team, but  only f o r  the  moment. And t h e  indust ry  i n  the  
'bin C i t i e s  metropoli tan a r e a  i s  confined t o  on-s i te  cons t ruct ion ,  with economies 
of  s c a l e  and nass production genera l ly  lacking. It is  a highly conservative,  
t r adk t iona l ,  conventional indust ry ,  slow t o  change i t s  products o r  i t s  methods. 

2. Plarket conditions are working against the f i t  tering-down process, which, 
in the past, has passed housing do-m through families of ever-tower income Zeve 2s 
ti22 i t  reached the poor in  reasonabZy adequate condition. 

A s  noted by the  National Commission on Urban Problems, market condit ions i n  
lws t  urban a reas  s i n c e  the  e a r l y  o r  middle 1950's have been extremely favorable 
f o r  the  filtering-down process. Housing const ruct ion  out ran  household formation 
by 50 per cent .  I l igra t ion  of low-income fami l i e s  i n t o  c e n t r a l  c i t i e s  was o f f s e t  
o r  more than o f f s e t  by out-migration of the  more-well-to-do fami l i e s  t o  the  
suburbs. 

I n  recent  years ,  the  gap has widened between housing p r i c e  and incomes of 
the  urban poor. lIouses i n  the  c e n t r a l  c i t i e s ,  a s  noted e a r l i e r ,  a r e  g e t t i n g  
very old.  The r e s u l t  i s  a heightened competition f o r  the  least-expensive hous- 
ing ,  so t h a t  t h e  low-income family f inds  i t s e l f  pushed f a r t h e r  and f a r t h e r  
toward the  bottom of t h e  housing market, i n t o  decades-old houses t h a t  sllow the  
degeneracy of poor maintenance and repa i r .  

3. Efforts t o  enrol2 the private sector in public housing programs have 
heen stymied b;j cost Zimituti~ns that ape unreaZisticaZZy tow, St.  Paul, f o r  
c>:ample, planned t o  bui ld  a nunber of dwellings on s c a t t e r e d  s i t e s  l a s t  Year? 
using the  "turn-keyu approach, whereby a bu i lde r  puts  up a u n i t  a t  a set p r i c e  
and turns  i t  over t o  the  l o c a l  housing a u t h o r i t y  upon completion. Bids were 
few and too high; the  p r o j e c t  was scrapped. 

The subsidized Section 221 (d) (3) program must meet c r i t e r i a  of economic 
f e a s i b i l i t y  s o  confining t h a t  few p r o j e c t s  a r e  b u i l t .  Only th ree  have been con- 
s t ruc ted  i n  the  Twin Cities wi th in  the  pas t  year.  S t .  Paul has the  96-unit 
!lanover Apartments and the  143-unit Liber ty  Plaza p ro jec t .  S t i l l  under construe- 
t i o n  i n  Zlinneapolis a r e  the  Vi l lage  East apartments, cons i s t ing  of 320 u n i t s  . 
tin o lde r  p r o j e c t  under t h i s  program is  Universi ty Towers and Town House Apartments 
(Girard Terrace) ,  a 360-unit p ro jec t  i n  Elinneapolis. Some use of t h e  S t  Paul 
u n i t s  by low-income fami l i e s  is  being made through the  housing au thor i ty ' s  
l eas ing  program, but these  p ro jec t s  a r e  designed f o r  moderate-income and not  f o r  
low-income famil ies .  

Tile new Section 235 program of the  1968 Housing Act i s  designed t o  spur con- 
s t r u c t i o n  of new houses by subs id iz ing a family 's  mortgage i n t e r e s t  payment down 
t o  a r a t e  a s  low a s  1 per cent .  ~ u t  new houses cannot be b u i l t  wi th in  the  c o s t  
l i m i t s  s e t  f o r  t h i s  program -- $17,500 f o r  a three-bedroom house and $20,000 f o r  
four o r  more bedrooms. 



4 .  Certain forms o f  owriership -- condominiums and cooperat.ive housing -- 
zre not being used i n  fhe m i n  Ci t i z s  area, aZthough they would enable homebuyers 
to  bsrzefit from cost savings realized on construction of high-density units.  
T1;ese forms of ownership a l s o  would enable  f a m i l i e s  t o  t ake  advantage of p r o p e r t y  
t ax  and income-tax b e n e f i t s  r e a l i z e d  by a l l  homeowners. 

Sponsors of t h e  condominium law say  t h e r e  i s  noth ing  l e g a l l y  wrong wi th  i t ,  
y e t  l ending  i n s t i t u t i o n s  do n o t  make use  of i t .  And d e s p i t e  :.linnesota1s s t rong  
t r a d i t i o n s  i n  coope ra t i ve  purchasing,  coope ra t i ve  housing has  n o t  been u t i l i z e d ,  
a l though e f f o r t s  a r e  under way. P a r t  of t h e  f a u l t ,  a s i d e  from t h e  lending i n s t i -  
t u t i o n s '  conservat ism i n  s t i c k i n g  t o  t h e  o l d ,  f a m i l i a r  methods of f i nanc ing ,  

I1 . ~ ~ p a r e n t l y  has  been t h e  l ack  of any proinotion of t he se  new" forms of ownership. 

5. Increasing attention i s  being given t o  rehabiZitation o f  existing 
housing. The :Iinneapolis IIousing Au tho r i t y  r e c e n t l y  ob t a ined  permission t o  buy 
and r e h a b i l i t a t e  housing throughout t h e  c i t y ,  w i t h  t o t a l  a u t h o r i z a t i o n  r a i s e d  
t o  500 u n i t s .  S t .  Paul ' s  housing o f f i c i a l s  p l an  t o  r e h a b i l i t a t e  300 u n i t s  t h i s  
yea r  and next .  But e f f o r t s  t o  i n t e r e s t  p r i v a t e  b u i l d e r s  i n  r e h a b i l i t a t i o n  have 
been slow; they  o f t e n  cannot determine lrow p r o f i t a b l e  a job w i l l  be -- i f  a t  a l l  - 
u n t i l  t hey  s t a r t  reri~odeling work. ,Is s r e s u l t ,  such work tends  t o  be very  
expensive.  

6 .  Persons interested i n  providing more housing for low-income people are 
looking with great expectation t o  nonprofit sponsors. But i t  is  t h e  prof it- 
scelcing b u i l d e r  who has  t h e  know-how, n o t  t h e  n o n p r o f i t  zroup. And t h e r e  i s  f a r  
less a t t r a c t i o n  i n  b u i l d i n g  housing f o r  low-income f a m i l i e s  than  t h e r e  i s  i n  
b u i l d i n g  i t  f o r  upper-income f ami l i e s .  

C. P u b l i c  s u b s i d i e s  ao ina  i n t o  h o u s i n ~  a r e  n o t  t a r g e t e d  s u f f i c i e n t l y  t o  
provide housing f o r  ~ e o p l e  a t  t h e  lower end of t h e  income s c a l e .  

1. The principal subsidy t o  the occupant i s  given through *he property tax 
system, with the biggest part of t a z  r e t i e  f going t o  homeowners rather than 
renter, although the la t ter  tend t o  be tower on the income scale. 

The subs idy  t o  owner-occupied dwel l ings  t akes  two forms: a 35 per  Cent 
c r e d i t  on t h e  non-debt p o r t i o n  o f  t h e  t a x  levy ,  and a homestead c l a s s i f i c a t i o n  
t h a t  a l lows  t h e  f i r s t  $4,303 of ad jus t ed  market v a l u e  t o  be f i g u r e d  a t  25 per  
c e n t  r a t h e r  than 40 pe r  cen t  i n  determining assessed  va lua t ion .  A $15,000 house 
ovmed by a l and lo rd  3rd r e n t  :?l t o  a 101.7-iscornc fami ly ,  w i l l  nay l!oubli?. t h e  
prOpCrty t axes  paid by an  i d e n t i c a l  $15,000 house occupicd by i t s  owner c la iming 
t h e  liomestead exemption. Assuming a t a x  r a t e  of  300 m i l l s ,  of which 50 m i l l s  
:Jc?rc f o r  bonded indebtedness ,  tile t axes  on t h e  owner-occupied home would be 
$297.50. Taxes on t h e  o t h e r  home - paid i n d i r e c t l y  by t h e  low-income r e n t e r  -- 
would be $609. Yet, under t h e  s t a t e ' s  Tax Reform and R e l i e f  Act ,  t h e  r e n t e r  
would be a b l e  t o  c l a im  no more than  $45 r e n t  c r e d i t  on h i s  income t ax  r e t u r n .  

2 .  The hOmeot3nerts benefit  under the income tax system, besides the r ight  
t o  deduct his  property tax f r o m  income, atso izcludes the right t o  deduct the 
interest  paid on the mortgage. For a r e n t e r  t o  g e t  t h i s  b e n e f i t ,  i t  would have 
Lo be passed on by t h e  l and io rd  i n  t h e  form of lower r e n t ,  and t h e r e  is  no assur-  
ance t h a t  t h i s  happens. 

It should be noted t h a t  t h e  r i g h t  t o  deduct t h e  p rope r ty  t a x  and mortgage 
i n t e r e s t  from income t a x  may n o t  be of g r e a t  b e n e f i t  t o  t h e  homeowner whose 



income i s  s o  low t h a t  he has l i t t l e  o r  no income t a x  l i a b i l i t y  from which t o  make 
t h e  deduction. 

It should be f u r t h e r  noted t h a t  the  t a x  on housing i s  heavi ly  regress ive ,  
s ince  i t  looms so  l a rge  i n  the  budgets of poorer fami l ies .  In  the  example of the  
$15,000 house, the  $600 i n  taxes  would take  15  per  cent  of t h e  income of a person 
ilaving an income of $4,000 a year ,  but  only 7 112 per  cent  of an $8,000 income. 
If t h a t  house wcre rented f o r  $160 a month, the  property t a x  would amount t o  a 
s a l e s  t a x  of 31 per cent  -- and t h i s  aga ins t  a bas ic  need of mankind. 

The property t a x  a l s o  discourages an owner from making improvements t o  h i s  
home, s ince  they w i l l  r e s u l t  i n  higher taxes  i f  they inc rease  the  home's value. 
An exception e x i s t s  i n  St.  Paul, where s p e c i a l  l e g i s l a t i o n  was obtained i n  1967 
t h a t  allows delayed assessments f o r  improvements t o  o l d e r  homes. 

3. The Zargest subsidy i s  the conservativety estimated $750-miltion-a-gear 
retjenue loss borne by the federal government because of insome tux deductions 
given to  investors for accelerated depreciation on a l l  types of  buildings. 

This allows an owner t o  show a "paper" l o s s  duridg the  e a r l y  years  of a 
bui ld ing 's  l i f e  -- a l o s s  t h a t  can be charged off  aga ins t  o the r  income t o  reduce 
the  owner ' s t ax  l i a b i l i t y  , This makes such investments u a r t i c u l a r l y  a t t r a c t i v e  
t o  Persons i n  high t a x  brackets .  

The investment flow, however, i s  no t  t o  low-income housing. It is t o  hous- 
ing f o r  f ami l i e s  of upper incomes who pay t h e i r  r e n t  r egu la r ly  and don't  run UP 
~naintenance expenses. Low-income fami l i e s  o f t e n  don't  pay t h e i r  r e n t  On t i m e ,  and, 
because they may have l a rge  fami l i e s ,  they o f t en  a r e  "hard" on a bui ld ing-  For 
those reasons, investment i n  low-income housing i s  f a r  less a t t r a c t i v e .  

4. A further subsidy has been the mortgage-insurmtce program o f  the ~ederaZ 
Housing Administration, w l ~ i c h  Zoosened the flow of mortgage money made i t  
easy for the middZe class m d  the mope affluent to  build homes i n  suburbia, but 
uhich offered Zit t le  assistance t o  those in  greater need. 

Unt i l  t h e  swnmer of 1967, t h e  FI~A almost never insured mortgages on homes 
i n  slum d i s t r i c t s ,  and very seldom i n  the  "gray areas" t h a t  surround those dis-  
t r i c t s .  Un t i l  r ecen t ly ,  the  poor, the  near  poor and t h e  lower middle c l a s s  -- 
const j . tut ing 40 per  cent  of the  population -- received only 11 per  cent  of the  
FiM mortgages. 

In 1965, f o r  example, the  median income of f ami l i e s  buying single-family 
u n i t s  under FHA was $8,700. iJearly 74 per  cent  of  the  purchasers were middle 
i m ~ m e  ($7,200 t o  $8,400) and above, and more than 25 per  cent  were considered 
r e l a t i v e l y  a f f l u e n t ,  $10,800 and above. Only 1.3 per  cen t  of FHA homebuyers 
had incomes of $3,600 t o  $4,500, and 8 per  cen t  were i n  the  $4,300-$6,000 
bracket .  



StllFWtY OF THE PROBLEN 

Prom our analysis of the 1.01~-income housing problem, as detailed in the 
preceding pages, the nature and magnitude of the problem can be summarized as 
€01 lows : 1 

Housing price is increasing in the Twin Cities metropolitan area, - 
affecting a growing number of families who cannot afford to buy 
or rent decent housing. --- 

* "Minimum" housing ' is getting beyond the re&& of what is 
normally considered a moderate-income family. 

Inco?nes of some 300,000 families are i?zsuffi&ent t o  buy new housing. 
Incones of some 200,000 families are insuff ic ient  t o  bqi adequate used 
housixg on today ' s  market. 

fi All components of housing price -- the cost of labor, materials, . 
land and money -- are contributing to its increase. 

* Local zoning and building requirements add an artificial cost to 
housing, boosting its price. 

* Building technology is confined by local building codes to tradi- 
tional methods and materials that shackle the building industry to 
high--cost, on-site construction. 

* The reluctance of communities to accept manufactured or prefinished 
housing constitutes a missed opportunity in solving the low-income 
housing problem. 

No overall public responsibility has been assigned for housing. --- 

* Housing should be viewed as a public responsibility, even though 
it may not be publicly owned or constructed. 

* Basic information about the housing problem is lacking. 

* Even though we do not know exact dimensions of the housing problem, 
its magnitude will require solutions on a large scale. 

Risina housing prices constitute a hopeless situation for-low-income -- 
£milies who try to rent o_r buy adequa_te housin~, and theproblem is 
worsening. 

* Incomes of a substantial portion of the urban poor - the elderly, 
handicapped, unskilled, the fatherless family -- do not keep pace 
with the nation's affluence. 

* Minority groups,particularly those with low incomes, find the 
housing problem especially acute. 



* Many of the low-income families priced out of the housing market .._ 
are forced to live in overcrowded conditions or in the nearly 
40,000 units of substandard housing in the oldest sections of the 
cities, in areas with a heavy concentration of social and health 
problems . 

* More low-income housing has been removed than built as a result 
of actions of various public agencies -- the highway department 
and redevelopment authorities. 

Present efforts toward a solution of the low-income housing problem are_ 
inadequate. 

* Existing public housing programs have not produced enough housing 
for low-income families, and have done little to improve their social 
environment. 

* Within the entire metropolitan area, only 31inneapolis and St. Paul 
have provided low-rent public housing. 

* State assistance, up to this point, has been virtually lacking. 
I 

* It has been difficult to bring the private sector to bear on the 
problem because of the fragmented nature of the building industry. 

* Efforts to enroll the private sector in public housing construction 
have been stymied because of unrealistic cost limitations placed 
on programs. 

* Certain forms of otmership --. condominiums and cooperative housing -- 
~rould facilitate home ownership but are not being used. 

I 
Public subsidies for housing mis~the target and do not provide sufficient -. 
housing, - for low-income people, I 

* The low-income renter receives little tax relief through either the 
property-tax or income--tax systems. I 

* Accelerated depreciation allowances constitute a sizable, uncontrol- 
led subsidy that produces little low-income housing. I 



RECOMMENDATIONS 

1. We recommend t h a t  the  1969 L e ~ i s l a t u r e  take ac t ion  t o  solve  the  low-income 
howinn  problem i n  the  Twin Cities area  by c r e a t i n g  a Metropolitan Housina 
Anency under the  Metropolitan Council, and ass ign the  agency nec@ssary 
resoons ib i l i ty  t o  work f o r  so lu t ions  t o  the  problem i n  the  seven-county 
metropoli tan area. 

Our study has concentrated on the  Twin Cities a rea  and its low-income housing 
needs. Although we  do not  know the  ex ten t  of t h e  problem, the re  is evidence 
of m e t  housing needs i n  o t h e r  areas  of Minnesota. With the  c rea t ion  of a 
Minnesota Department of Community Af fa i r s  o r  similar agency t o  dea l  with 
housing needs throughout the  s t a t e  , we recognize the  importance of coordina- 
t i o n  between the  metropolitan and s t a t e  agencies. 

We recommend t h a t  the  Metropolitan Housing &encv be given respons ib i l i tv  t o  
begin immediately to: 

a. Develop and analyze on a continuing b a s i s  d a t a  on housing supply and need ' 

i n  the  metropol$tan a rea ,  with p r i o r i t y  a t t e n t i o n  given t o  t h e  needs f o r  
law-income housing. 

b. Prepare and implement plans,  a f t e r  p r i o r  consul ta t ion  with l o c a l  govern- 
ments i n  t h e  a rea ,  f o r  the  loca t ion ,  timing and na tu re  of housing con- 
s t r u c t i o n  and r e h a b i l i t a t i o n ,  with p r i o r i t y  a t t e n t i o n  given t o  low-income 
housing. 

c. Promote maximum use of  e x i s t i n g  federa l  programs t o  inc rease  the  quant i ty  
and q u a l i t y  of low-income housing, promote publ ic  and p r i v a t e  programs 
t h a t  w i l l  enable low-income famil ies  t o  become homeowners, and encourage 
use of ownership forms -- cooperatives and condominiums -- t h a t  make 
multiple-family u n i t s  ava i l ab le  t o  buyers a t  p r i c e s  lower than those f o r  
single-family housing. '. 

d. Exercise au thor i ty  t o  approve o r  disapprove housing developments receiving 
governmental f i n a n c i a l  a s s i s t ance ,  loan guarantees and/or tax abatement, 
t o  ensure inc lus ion of low-income housing i n  those developments when in- 
c lus ion is warranted. 

e. Determine which building-code requirements a r e  unwarranted r e s t r i c t i o n s  
aga ins t  t h e  development of adequate-quality bu t  nevertheless low-cost 
housing. The agency should have au thor i ty ,  a f t e r  p r i o r  consul ta t ion  wi th  
l o c a l  governments a f fec ted ,  t o  grant  exemptions t o  s p e c i f i c  p ro jec t s  from 
those building-code requirements t h a t  p roh ib i t  construction of low-cost 
housing f o r  law-income people. Provision should be  made f o r  a review of 
those decisions,  upon proper request  from t h e  l o c a l  governments af fec ted .  
The agency should promote adoption by l o c a l  govermnents of a uniform 
bui ld ing code t h a t  u t i l i z e s  performance standards t o  t h e  g r e a t e s t  extent  
possible.  



f .  Establ ish  standards f o r  loca l  zoning and p l a t t i n g  ordinances t o  achieve 
order ly  community development and y e t  not  p r o h i b i t  low-income hausing. The 
agency should e s t a b l i s h  c r i t e r i a  f o r  determining where such housing would 
be des i rab le ,  and i t  should have au thor i ty ,  a f t e r  consul ta t ion  with the  
loca l  government a f fec ted ,  t o  disapprove l o c a l  zoning and p l a t t i n g  ordinan- 
ces  t h a t  would keep out low-income housing form those areas .  Provision 
should be made f o r  a review of those decis ions ,  upon proper request  from 
the  l o c a l  governments af fec ted .  

g. Es tabl ish  standards f o r  adequacy, maintenance and r e p a i r  of dwelling u n i t s ,  
and promote adoption and enforcement by l o c a l  governments of a uniform 
housing code incorporat ing those standards.  

h -  Promote use of new building technologies,  serve a s  a pub1.i~ clearinghouse 
f o r  information about new techniques and mate r i a l s ,  and f a c t o r s  preventing 
t h e i r  use, and encourage l o c a l  governments t o  waive building-code require-  
ments f o r  experimental p ro jec t s .  

i. Provide advice and t echn ica l  a s s i s t ance  t o  publ ic  and p r i v a t e  developers 
at tempting t o  put together  low-cost housing programs. 

2. ---- We recommend t h a t  the  1969 Legis la ture  i n s t r u c t  t h e  Metropolitan Housing Aaency 
t o  begin immediately t o  s t u d ~  key housing vroblems i n  the  metropoli tan a rea .  and 
t o  work up s p e c i f i c  proposals f o r  presenta t ion  t o  the  1971 Legis la ture  on these-  
s p e c i f i c  problems-' 

a .  Lend-assembly program: The agency should prepare a plan whereby i t ,  o r  
some o the r  publ ic  agency would engage i n  the  purchase and assembly of 
t r a c t s  of land, with au thor i ty  t o  arrange f o r  i t s  development, t o  r e s e l l  
o r  lease  the  land t o  developers, and t o  a s s i s t  developers by wr i t ing  down 
land cos t s .  

b .  Subsidy t o  occupant and/or t h e  ownerlbuilder: The agency should prepare a 
s t a t e  program f o r  add i t iona l  f i n a n c i a l  help t o  the  low-income person, be- 
yond what i s  availab1.e from o t h e r  sources,  t o  enable him t o  lease  o r  pur- 
chase adequate housing. This a s s i s t ance  might be d i r e c t  - -  i n  the  form of 
down-payment money, ea rnes t  money, funds f o r  home maintenance o r  a r e n t  
subsidy -- o r  i t  might be given i n d i r e c t l y  through income-tax c r e d i t s  o r  
r eba tes ,  o r  through s p e c i a l  property-tax concessions. I n  regard t o  the  
property t a x  system, the  agency should make recommendations f o r  use of the  
system i n  a way t h a t  w i l l  no t  penal ize  homeowners f o r  bringing t h e i r  prop- 
e r t y  up t o  code standards.  The agency a l s o  should determine whether addit-  
i o n a l  subs id ies ,  beyond those now ava i l ab le ,  should be give.n t o  t h e  owner/ 
bu i lde r  i n  order  t o  reduce t h e  p r i c e  of housing and increase  housing pro- 
duct ion. 

c. Construction of housing: The agency should determine whether there  is  a 
need f o r  a bu i lde r  of l a s t  r e s o r t ,  and where t h a t  r e s p o n s i b i l i t y  should 
l i e ,  i f  e f f o r t s  d i rec ted  a t  pub l i c  housing a u t h o r i t i e s  and p r i v a t e  develop- 
e r s  f a i l  t o  produce the  quant i ty  of housing needed f o r  low-income fami l i e s  
and individuals .  



3 .  --- We recommend t h a t  t h e  L e g i s l a t u r e  app ropr i a t e  $3 m i l l i o n  f o r  a low-co_s~-hous~ing 
demonstration program t o  be conducted by the  M e t r o p o l i t a n  Housing Agency. -- 
It is recommended t h a t  t h e  housing demonstration program involve cons t ruc t ion  
of s ingle-family and mult iple-family dwel l ings ,  b u i l t  without  regard  t o  pre- 
s e n t  bu i ld ing  codes, but  wi th  regard t o  maintaining q u a l i t y  cons t ruc t ion  
s tandards .  The demonstration program should make widest  use  of new techniques 
and m a t e r i a l s ,  encouraging t h e i r  a p p l i c a t i o n  t o  housing cons t ruc t ion  i n  both 
the  p r i v a t e  and p u b l i c  s e c t o r s .  

It is  recommended t h a t  necessary environmental s t u d i e s  be made i n  conjunct ion 
wi th  the  demonstration program. The e f f o r t  should be not  only t o  b u i l d  ex- 
per imental  p ro to types  t h a t  can produce cos t  savings i n  follow-up p r o j e c t s ,  
but  t o  provide s u i t a b l e  ameni t ies  t h a t  w i l l  make f o r  a t t r a c t i v e  l i v i n g  i n  a 
v a r i e t y  of housing s t y l e s  and d e n s i t i e s .  

4 .  We recommend t h a t  t h e  1969 L e g i s l a t u r e  enac t  -- a law t h a t  w i l l  enable  t enan t s  t o  
p e t i t i o n  D i s t r i c t  Court f o r  c o r r e c t i o n  of bu i ld ing  condi t ions  t h a t  v i o l a t e  any 
code p e r t a i n i n g  t o  t h e  h e a l t h ,  s a f e t y  o r  wel fare  of t h e  b u i l d i n g ' s  occupants-  . 
wi th  r e n t s  t o  be depos i ted  wi th  a court-appointed a d m i n i s t r a t ~ r  f o r  a per iod  
up t o  s i x  months f o r  use i n  c o r r e c t i n g  the  v i o l a t i o n .  

5 .  GJe recommend t h a t  county we l f a re  boards - i n  t h e  met ropol i tan  a r e a  inc rease  hous ing  
allowances t o  l e v e l s  t h a t  w i l l  enable  wel.fare r e c i p i e n t s  t o  l.ive i n  decent ,  --. 
adequa tehous ing  r a t h e r  than  i n  subs_taqdard housi-nn. 

6 .  -- Me recommend t h a t  t h e  Federal  government do t h e  following: -- 
a. Change t h e  p re sen t  f e d e r a l  income t a x  law t o  give g r e a t e r  i n c e n t i v e  t o  

investment i n  low-income housing than i n  middle- o r  upper-income housing 
by g iv ing  even g r e a t e r  a c c e l e r a t i o n  t o  dep rec i a t ion  on low-.income housing. 

b. Appropriate  l a r g e r  sums f o r  i t s  housing programs, br idging  the  s i z a b l e  
d i s p a r i t y  t h a t  e x i s t s  between sums au thor ized  i n  Housing Acts and t h e  
sums f i n a l l y  appropr ia ted  by Congress. 

c .  Es tab l i sh  more r e a l i s t i c  p e r  u n i t  c o s t  l i m i t s  f o r  dwell ings t o  be 
cons t ruc ted  o r  purchased under t h e  va r ious  f e d e r a l  housing programs. 

d .  Engage i n  a g r e a t e l y  expanded program of research  i n t o  new bu i ld ing  
technology and t h e  use of new bu i ld ing  m a t e r i a l s .  



DISCUSSION 

I. Solutions to the housing problem must be consistent with larger social and 
physical development objectives for the metropolitan community. 

The cornittee, after studying the low-income housing problem for many weeks, 
and before formulating its recommendations, set down certain basic criteria for 
proposed solutions: 

It should be a solution for the total metropolitan community, recognizing 
thpt this is, in fact, a single housing market, and emphasizing that the problem 
of adequate housing for low-income families is a problem for which persons at 
all income levels, in all types of housing, and in all parts of the area, should 
share a legitimate public responsibility. 

It should be a solution that works to expand the range of housing choices 
available to people at low income levels particularly, but to people at other 
income levels as well. These choices should be both in terms of the type of . 
housing available, and the location of housing available. 

It should be a solution that works not only to close the gap between family 
income and housing price, but also contributes significantly to reducing the 
real economic costs -- particularly construction cost and other technological 
costs -- that go into housing price. 

It should be a solution that does not -- in the process of solving the 
housing problem -- create more serious physical or social problems for the 
comnluni ty . Cheapening the quality of construct ion, for example , might result 
in somewhat lower rentals to the occupants but might make no contribution to 
the long-term good of the connnunity. The objective -- at the same time we 
attempt to solve the in~ome/~rice relationship -- must be to build the very 
best housing we can . . . in terms of the right units at the right time in the 
right place with the right kind of construction and design. 

It should be a solution that does not produce a stratification of the pop- 
ulation, with certain income groups occupying only certain kinds of housing in 
certain locations. It should provide, in other words, that low-price units are 
not just high-rise apartment units -- which might be the least expensive to 
bllild -- but also should include duplexes and single-family units* 

It should be a solution that places special emphasis on the need for rela- 
tively lower-priced housing while working to expand and improve the total stock 
of housing. This will require special incentives to attract capital into the 
housing industry, and particular incentives for the construction of housing for 
lower-income families. 

It should be a solution that does not significantly worsen the ability of 
the local government unit to provide the revenue needed to support public 
services required by the occupants of the housing. 



The committee feels that any soZutCon should meet these requirements. I t  
feels i t s  proposals do meet those requ;'rements. 

I The problem i s  most use fu l ly  looked a t  a s  an income problem. o r ,  more p rec i se ly ,  
as  a problem of the  incomelprice r e l a t ionsh ip .  

The r e a l l y  c e n t r a l  problem i s  the  i n a b i l i t y  of many famil ies  - a growing 
number of f ami l i e s  - i n  the  metropoli tan a rea  t o  pay f o r  adequate housing. The 
housing problem i s  not  simply a problem of bad bui ld ings .  These a r e  symptoms 
of the  problem. 

The i n a b i l i t y  of f ami l i e s  t o  pay f o r  housing is  a double-sided problem. 
It i s  a r e l a t ionsh ip  between the  income ava i l ab le  t o  t h e  family f o r  housing, 
and the  p r i ce  a t  which t h e  housing i s  offered .  It i s  the  gap between incomes 
and housing p r i c e s  i n  the  Twin C i t i e s  a rea  t h a t  c o n s t i t u t e s  our problem. 

On t h e  income s i d e ,  t h e  problem i s  concentrated i n  c e r t a i n  p a r t s  of the  
populat ion.  It i s  concentrated,  f o r  example, i n  the  e l d e r l y ,  i n  the  unsk i l l ed ,  
i n  minori ty races ,  i n  l a r g e  fami l i e s  and -- geographical ly -- i n  t h e  o lde r ,  
crowded c e n t r a l  por t ions  of the  metropoli tan area .  

On the  p r i c e  s i d e ,  the  problem i s  complex. Many things go i n t o  housing 
p r i ce :  t h e  cos t  of land,  t h e  cos t  of labor  and mate r i a l s ,  t h e  cos t  of a build- 
ing technology r e s t r i c t e d  by bui ld ing codes, t h e  cos t  of money borrowed, t axes ,  
t h e  developer's p r o f i t ,  and the  cos t  imposed by pub l i c  regula t ions  -- minimum 
lo t - s i ze  and minimum floor-area requirements t h a t  push up t h e  cos t  of housing 
u n i t s .  Access ib i l i ty  i s  a l s o  a f a c t o r  i n  housing p r i c e ,  a s  i t  imposes spec ia l  
t r anspor ta t ion  cos t s .  And, f i n a l l y ,  p r i c e  is  influenced by t h e  changes i n  the  
t o t a l  s tock of housing a s  the  market expands. 

This approach suggests we must take the v i m  that there is no one soZution. 
There are opportunities -- many opportv.nities -- t o  work on both s ides  o f  the 
tncome/price re lationship. 

I .  - The -- s t r a t e g y  required is t o  move across  a broad f r o n t  with programs opera t ing  
on both the  income and p r i c e  s i d e  of the  housing? problem. Fur ther  it w i l l  be 
necessary t o  move a t  a l l  ~overnmenta l  l e v e l s  -- l o c a l .  s t a t e  and fede ra l .  

The committee recognizes t h a t  most of the  d o l l a r s  f o r  housing come from 
p r i v a t e  funds. Public  programs rill con t r ibu te  t o  a s o l u t i o n  of the  housing 
problem pr imar i ly  by inf luencing the  d i r e c t i o n  of t h i s  p r i v a t e  development. 

A number of t h e  elements t h a t  con t r ibu te  t o  housing p r i c e  a r e  uniquely 
mat ters  f o r  l o c a l  and s t a t e  ac t ion .  

One t a r g e t  i s  the a r t i f i c i a l ,  non-economic, element introduced i n t o  housing 
p r i c e  -- increas ingly  i n  recent  years  --- by l o c a l  codes and ordinances t h a t  
r equ i re  more expensive dwelling u n i t s  than would be necessary. These so-cal led 
"minimum house value" regula t ions  a r e  motivated i n  l a r g e  p a r t  by t h e  needs of 
t h e  various l o c a l  governments t o  maximize municipal revenues, and t o  minimize 



the demand for, and cost of, municipal services. They affect the housing 
problem both directly and indirectly -- by raising the general level of housing 
prices arid by further restricting the areas in which low-income familits may 
locate. Building and housing codes are matters for state and local action. 

The tax system further contributes to the housing price problem by relying 
so heavily on property taxes as a support of public services. The property tax 
1s a heavily regressive tax, comparable roughly tg a sales tax of 20 to 30 
Per cent on expenditure for shelter. The property tax system also is signifi- 
cantly off-target by giving tax relief through homestead classification and 
credit to the owner-occupant, who tend to be higher on the income scale, and 
very little tax relief to renters, who tend to be lower. The property tax 
system is a matter of state and local action. 

Direct public construction of housing by local housing and redevelopment 
authorities ia an attempt to zero in accurately on .housing problems, but the 
aim can be improved. Housing authorities continue to increase the upper-income- 
limit for admission to public housing, even though too few units have yet been 
built to accommodate the lowest income group. Similarly, housing authorities . 
have, on occasion, swung their programs over toward elderly housing, when the 
needs may be greater for family housing, particularly minority family housing- 
The problem is further aggravated by the geographical limitation of housing 
authorities, and the removal of more housing units than built. Housing and 
redevelopment authorities are creatures of state law, whose projects are under 
the supervision and control of local officials. Here, too, is a matter for 
state and local action. 

Public welfare payments continue to disappear into substandard housing so 
that, in effect, substandard housing is being subsidized. Welfare housing 
allowances are a matter for local and state action. 

At the federal level, public policy and programs fall short of meeting 
expectations created in the professed goal of a decent home for every family. 
We add programs without the financial resources to carry them out, Or the 
energy to promote their effective use. This is a significant part of the 
problem. We have set an ambitious goal, and a whole new scale of effort is 
required. Authorization and appropriations for public housing programs are a 
matter for action at the federal level of government. 

Federal income tax laws provide an opportunity to claim a rapid deprecia- 
tion on real estate, and thus accumulate a "papert' loss over the early years 
of the life of a building. This loss can be charged off against other income, 
tending to make investment in housing particularly attractive to persons in 
relatively high tax brackets. There is substantial evidence that the invest- 
ments flow almost exclusively to housing for families of moderate and upper 
income. There continues to be a strong demand for units in this price range, 
and the cost of maintenance of these units is substantially lower than for 
housing for lower income families, making them relatively more attractive to 
investors. The resources of the housing industry thus get tied up in producing 
housing for the higher-income families. The retargeting of benefits under the 
federal income tax laws is a matter for action at the federal level. 



Pub l i c  subs id i e s  t o  housing ought t o  be r e l a t e d  t o  p u b l i c  g o a l s  f o r  
housing. S p e c i f i c a l l y ,  t hese  subs id i e s  ought t o  go t o  e f f e c t i v e  product ion 
of low-income housing. New c o n t r o l s  o r  i ncen t ives  need t o  be introduced t o  
assure  t h a t  more of t h e  pub l i c  investment ends up where p u b l i c  po l i cy  has  
i nd ica t ed  it should end up -- with  r e l a t i v e l y  l a r g e r  i nc reases  i n  t h e  supply 
of housing f o r  lower-income people.  

I V .  Pub l i c  programs should aim a t  i n f luenc ing  t h e  housing indus t ry ,  t e c h n o l o ~ y  
of t h e  indus t ry  and t h e  means of a s s e m b l i n ~  land. 

The housing indus t ry  is  e s s e n t i a l l y  a c o l l e c t i o n  of s e p a r a t e  i n d u s t r i e s  -- 
a r c h i t e c t ,  land developer ,  b u i l d e r ,  c o n t r a c t o r ,  l ende r ,  m a t e r i a l s  s u p p l i e r ,  
e t c .  -- from which s p e c i f i c  f i rms  a r e  assembled i n t o  a team f o r  development of 
a p a r t i c u l a r  p r o j e c t ,  and then  broken up when t h e  p r o j e c t  is  completed. 

The indus t ry  i s  h igh ly  conserva t ive ,  t r a d i t i o n a l  and convent ional ,  slow 
t o  change e i t h e r  i t s  products  o r  i t s  methods. Innovat ion is  r e s i s t e d .  Yet 
t h e r e  i s ,  i n  some q u a r t e r s  a growing i n t e r e s t  i n  new methods of bu i ld ing  which 
would reduce t h e  r ap id ly  r i s i n g ,  r e a l  economic c o s t  involved i n  t h e  p re sen t  
system of assembling s u b s t a n t i a l l y  a l l  t h e  m a t e r i a l s  and t h e  l abo r  on t h e  a c t u a l  
s i t e  of the  bu i ld ing  p r o j e c t .  

The problem of g e t t i n g  l a r g e  t r a c t s  of land c u r r e n t l y  tends t o  d r i v e  
developers  o u t  t o  t h e  f r i n g e ,  where undeveloped t r a c t s  a r e  a v a i l a b l e ,  r a t h e r  
than  encouraging developers  t o  r ep l ace  t h e  l a r g e  s tock  of d e t e r i o r a t e d  and 
obso le t e  housing i n  t h e  bui l t -up  a reas .  The urban redevelopment program e x i s t s  
a s  one mechanism f o r  assembling land f o r  r ebu i ld ing  i n  t h e  o l d e r  areas . . . 
bu t  t h e  p o l i t i c a l  and f i n a n c i a l  p r i c e  f o r  redevelopment p r o j e c t s  i s  So h igh  
t h a t  r e l a t i v e l y  l i t t l e  of t h e  t o t a l  housing s tock  is rep laced  through t h i s  
mechanism. 

Efforts must be made t o  encourage greater unification with.i.n the highly 
fragmented housing industry. Efforts must be made t o  modernize the technology 
of  the hui lding industry. Efforts must be made t o  find some bet ter  way to  
assemble substantial tracts of land on which a developer can build pmjects 
large enough for him t o  achieve real economies o f  scale. 

V. Our g o a l  should be t o  ensure  a s u f f i c i e n t  amount of "adequate" hous ing ,  
p a r t i c u l a r l y  f o r  low-income people.  

The committee spent  a g r e a t  d e a l  of t i m e  d i scuss ing  what is  meant by 
"adequate" housing. Obviously, we were t a l k i n g  about s a f e  and s a n i t a r y  housing, 
s t r u c t u r a l l y  sound and well-maintained, and loca t ed  i n  a decent  neighborhood. 
And when we t a l k e d  of low-price housing,  w e  were n o t  t a l k i n g  about low-cost 
housing t h a t  would be t h e  i n s t a n t  slum of tomorrow. 

We concluded t h a t  t h e  met ropol i tan  community should develop i t s  own 
s t anda rds  f o r  adequate housing, t h a t  t h e s e  should be w r i t t e n  i n t o  a uniform 
housing code, and t h a t  l o c a l  governments should be encouraged t o  adopt t h a t  
code and enforce  t h a t  code. 



f.,Act;ropoZi tan standazds for adequate housing should be a determination o f  
ni~~imwn adeqvactj for a l l  housing i n  the area. Low-income housing should not be 
sly:gled out for an3 lesser  level of adeqzcactj. 

\?'I. Enforcement of housing codes i s  d e s i r a b l e ,  bu t  i t  should be recognJ-zed t h a t  
t h i s  may r a i s e  t h e  p r i c e  of housing,  f u r t h e r  widening the  gap between family 
income and housing p r i c e  and adding t o  t h e  low-income h o u s i n ~  problem. 

Evidence was p re sen t ed  t o  t h e  committee of a  shockingly l a r g e  q u a n t i t y  
of subs tandard  housing i n  t h e  Twin C i t i e s  a r e a .  Evidence was f u r t h e r  given 
t h a t  i n spec t ion  departments a r e  no t  adequate ly  s t a f f e d  t o  en fo rce  housing codes,  
and t h a t  i n s p e c t o r s  o f t e n  a r e  f r u s t r a t e d  i n  a t t empt s  t o  compel enforcement.  

Tenants a r e  mar sha l l i ng  f o r c e s  t o  g e t  l and lo rds  t o  r e p a i r  and main ta in  
r e n t a l  u n i t s  accord ing  t o  code requirements .  The committee i s  t o t a l l y  i n  %re-- 
ement w i th  t h i s  wel l -publ ic ized  e f f o r t ,  b u t  cau t ions  t h e  p u b l i c  a g a i n s t  assum- 
ing  t h a t  t h e  low-income housing problem is so lved  i f  t h e  b a t t l e  i s  won a g a i n s t  
subs tandard  dwel l ings .  

Normally, t h e  l and lo rd  wil l .  recover  a s  much of  h i s  r e p a i r  expense a s  t h e  
market w i l l  a l low i n  t h e  form of h ighe r  r e n t ,  aggrava t ing  t h e  housing p r i c e /  
fami ly  income problem as we have d e f i n e d  it. 

Nigher r e n t s  w i l l  be t h e  gene ra l  t r e n d  f o r  substandard housing brought up 
t o  code requi rements ,  t h e  committee b e l i e v e s ,  even though n o t i c e  of  s t r i c t  code 
enforcement may cause an i n i t i a l  slump i n  t h e  s e l l i n g  p r i c e  of some subs t anda rd  
u n i t s .  That slump w i l l  occur  where 2 f a l s e l y  h igh  p r i c e  --- commanded f o r  such 
Proper ty  i n  t h e  absence of code enforcement -- i s  ad jus t ed  downward t o  r e f l e c t  
a n t i c i p a t e d  expendi ture  of X d o l l a r s  f o r  r e p a i r s .  It i s  a p t  t o  be o f f s e t  
qu i ck ly  by i , nc reased  housing demand, however, a s  o t h e r  slibstandard u n i t s  a r e  
found t o  be  u n r e p a i r a b l e  and have t o  be removed from t h e  market. 

flae real solution l i e s  i n  increasing the quantity o f  homing available t o  
low-income people, bu t ,  i n  the  inteyim, our major concern should be with the 
tenant,  who has a r ight  t o  decent housing through code enforcement. 

VII. -- Subs id i e s  -- _____ -- i n  __ one _ form o r  ano the r  -- a r e  a  necessary  part -&-any PWXeLLto  
make ad_e-qu_at e- -hho_u_s i .  -ay@-l~b_l_e- t o  low- income peop 1%. 

Given t h e  incomes earned by f a m i l i e s  a t  t h e  lower end of t h e  s c a l e ,  and 
given t h e  c o s t  of l a n d ,  t h e  c o s t  of b u i l d i n g  technology and a l l  t h e  o t h e r  c o s t s  
t h a t  go i n t o  housing p r i c e ,  t h e  committee s e e s  no way i n  which t h e  income/price 
gap can be  c lo sed  wi thout  t h e  u se  of some p u b l i c  monies,  e i t h e r  t o  i n c r e a s e  
incomes o r  t o  permit  t h e  b u i l d e r s  t o  o f f e r  housing u n i t s  at a  belov-market p r i c e .  

Subs id i e s  a r e  involved ,  whether we work on t h e  income o r  t h e  p r i c e  s i d e .  
An a c c e l e r a t e d  d e p r e c i a t i o n  a l lo~gance  t o  a  b u i l d e r ,  which can be used t o  reduce 
h i s  f e d e r a l  income t a x  l i a b i l . i t y ,  i s  a subs idy  o u t  of p u b l i c  t a x  resources  
f u l l y  a s  much a s  i s  a d i r e c t  a p p r o p r i a t i o n  from p u b l i c  revenues f o r ,  s ay ,  t h e  
c o n s t r u c t i o n  of low-rent p u b l i c  housing u n i t s .  



b I ? .  E f f o r t s  t h a t  have been made, _or a r e  being made, t o e a 1  wi th  t h e  hous ing  
problem a t  t h e  met ropol i tan  and s t a t e  l e v e l  have been piecemeal and do nor 
have the  promise of a c t i o n  o r  t h e  sense of urgency t h a t  i s  necessary.  - 
The committee has reviewed e f f o r t s  ( s ee  summary i n  Appendix J) taken i n  re-  

gard t o  housing, inc luding  those dea l ing  gene ra l ly  wi th  housing and n o t  spec i -  
f i c a l l y  w i th  low-income housing. It has measured those  e f f o r t s  i n  r e l a t i o n  t o  
the  complexity and overwhelming magnitude of t he  problem, and has  concluded t h a t  
much remains t o  be done. 

The important th ing  is  t o  b r i n g  the  f u l l  fo rce  of p u b l i c  r e s p o n s i b i l i t y  t o  
bear  on t h e  problem. What has been done up t o  now has been done i n  b i t s  and 
p i eces :  i n  t h i s  l o c a t i o n  o r  t h a t  l o c a t i o n ,  and has only t ack led  p a r t s  of  t h e  
problem. 

The committee does not  wish t o  be h y p e r c r i t i c a l  of p a s t  o r  proposed e f f o r t s .  
Indeed, the committee app rec i a t e s  t h a t  t h e r e  i s  s o  much t o  be done t h a t  i t  
welcomes any e x e r c i s e  of p u b l i c  r e s p o n s i b i l i t y ,  no ma t t e r  how l imi t ed  it  may 
appear. 

The core o f  the low-income housing problem, however, i s  the gap bebeex  
housing price and family income, and unless a program cZoses that gap it i s  
not reaZZy gett ing a t  the housing problem. 

The M t r o p o  ~itan_-De_ye_1.opme_n_tttGuide and the  Met ropo 1 it an P 1 anninfz C o m i ~ s i o n  'ls 
hzus-ing s tudy s t a t e d  some very d e s i r a b l e  goa l s  and pol . ic ies  f o r  housing, a l b e i t  
genera l  and not s p e c i f i c  concepts .  But they  have no t  r e s u l t e d  i n  any more 
housing f o r  low-income f a m i l i e s .  

The ?-e_ttr.-o_l-i_t-~n Councilt-s housin=tu& is  a very  necessary f i r s t  s t e p  i n  
metropolitan-wide housing e f f o r t ,  bu t  it can only be  a p a r t  of what t h e  program 
should be. Spanning, a s  i t  w i l l ,  a  three-year  per iod  and awai t ing  1970 census 
d a t a  f o r  a t r u e  look a t  t he  problem, t h e  s tudy  does not  crank up f a s t  enough 
t o  g e t  a t  the  problem of provid ing  more housing f o r  low-income fami l i e s .  The 
second s tudy  on i n t e r i m  housing, aga in ,  i s  a promising, bu t  p a r t i a l ,  a t t a c k  on 
the whole problem. 

I n j e c t i n g  a h.ousing element i n  planning programs i s  something t h a t  should 
have been r equ i r ed  from t h e  incep t ion  of t he  701 program. It comes too  l a t e  
t o  accomplish much i n  t h e  me t ropo l i t an  a rea .  

Only p a r t i a l  a t t a c k s  on the  problem a r e  made by t h e  otherwise worthwhile 
programs of t h e  --- insurance  ------ indust-ry,  --- t h e  Einneano-lis_down:-payment pro&r.+m and 
the  S-t-.--Paul Co0mm_u_n_jLt- Deve1_oppm_e_n_~Corpqration. T h e  programs do p u t  low-income 
people i n t o  decent  housing,  bu t  no t  i n  g r e a t  enough quan t i t y .  

The r e c e n t l y  announced S t a t e  Urban A f f a i r s  Council  and Urban Act,i-on-senter , 
and t h e  l e g i s l a t i v e  proposals  f o r  a S t a t e  - -- Department of Community A f f a i r s  
and S_t_at_e- H~u_~_i_n~~Qe~v_e~I~m_e_n_t Au t h e r i a ,  a t  t h i s  p o i n t  , a r e  y e t  on t h e  drawing 
board o r  a r e  gleams i n  t h e  p o l i t i c i a n ' s  eye.  What they  w i l l  produce, and what 
a t t e n t i o n  they w i l l  pay t o  t h e  housing problem i n  t h e  s i n g l e  market met ropol i tan  
a r e a ,  i s  problemat ica l .  



Appendix A 

GLOSSARY OF TERVS 

h ~ o r t i z a t i o n :  P e r i o d i c  repayment of t he  p r i n c i p a l  of a loall. ----- 
BMIR (Below Market I n t e r e s t  Rate) a This  term denotes a mortgage t h a t  has  an 
i n t e r e s t  r a t e  of 3 pe r  cent .  These funds a r e  provided by Flaw. 

build in^ Code: A l o c a l l y  adopted code, based upon one of s e v e r a l  n a t i o n a l  codes, 
t h a t  d e t a i l s  a l l  a spec t s  of a b u i l d i n g ' s  cons t ruc t ion  -- m a t e r i a l s  t h a t  can be  
used, room s i z e s ,  v e n t i l a t i o n  requi red ,  window space,  f i r e p r o o f i n g ,  e t c .  Plumb-- 
i n s  and e l e c t r i c a l  requirements a r e  d e t a i l e d  i n  s e p a r a t e  codes. 

Condominiunl: An apartment p r o j e c t  i n  which t h e  t e n a n t s  have d i r e c t  ownership of -- -- 
a s p e c i f i c  apartment u n i t  and a f rac t ion-shere  ownership i n  t h e  common f a c i l i t i e s .  

Cooperative: A housing p r o j e c t  i n  which the  t enan t s  have t h e  p r i v i l e g e  of r e s i -  - 
dency through the  ownership of s tock  i n  t h e  coopera t ive  corpora t ion  which i n  t u r n  
i s  t he  owner of t he  proper ty .  

Debt Serv ice :  The r equ i r ed  p e r i o d i c  payment of p r i n c i p a l  and i n t e r e s t  on a I.oan. - 
Demonstration P r o j e c t  Grant:  Funds t h e  Federa l  Government f u r n i s h e s  a l o c a l  pub- -- 
lit agency t o  he lp  f inance  a p r o j e c t  t o  develop o r  improve methods and techniques 
f o r  t h e  e l imina t ion  and prevent ion  of slums and b l i g h t .  

Economic Soundness: A term denoting t h a t  t he  p r o j e c t  must genera te  enough n e t  ---. 
income t o  support  i t s e l f  inc luding  debt  s e r v i c e  and ope ra t ing  cos t s .  

FHA: Federa l  Housing Administrat ion.  -- 
FNMA: Federal  Nat ional  Mortgage Associat ion.  - 
GNMA: Government Nat ional  Mortgage Associat ion.  - 
HAA: Housing Ass is tance  Administrat ion.  - 
Housing Code: A municipal code t h a t  s e t s  minimum s t anda rds  f o r  occupancy of -. 

dwell ings.  The s tandards  r e l a t e  t o  t h e  maintenance of t h e  dwell ing,  s i z e  of t h e  
u n i t  i n  r e l a t i o n  t o  the  number of occupants ,  t h e  adequacy of pl.umbing and hea t ing  
f a c i l i t i e s ,  e t c .  

w: Housing and Redevelopment Author i ty  of t h e  community ( a l s o  known a s  LPA) . 
This  i s  a government e n t i t y ,  u s u a l l y  an ind iv idua l  co rpo ra t e  body under s t a t e  
enabl ing  laws, au thor ized  t o  engage i n  t h e  development and ope ra t ion  of low r e n t a l  
llousing and/or  redevelopment. 

E: Department of Housing and Urban Development. The pa ren t  agency f o r  t h e  
Federal Housing Adminis t ra t ion ,  Housing Ass is tance  Adminis t ra t ion ,  Federa l  and 
Government Nat ional  Mortgage Assoc ia t ions ,  Demonstrations and Intergovernmental 
Re la t ions  Adminis t ra t ion ,  t he  Metropol i tan  Development Adminis t ra t ion  and the  

A s s  is tance  Administrat ion.  

Limi ted-Divi ind  Corporation: A p r i v a t e  company t h a t  provides  r e n t a l  housing 
and whose income i s  l i m i t e d  t o  a s p e c i f i c  percentage of i t s  investment.  



MIP (Mortgage Insurance P r e t n i k :  The 1/2 per  cent  charged annually on t h e  .- 
decl in ing balance of the  p r inc ipa l  of an FHA-insured mortgage. The premium is  
p a r t  of the  borrower's r egu la r  monthly mortgage payment. 

Mortg_ge_ Discount: The percentage of a face  mortgage loan amount t h a t  may be --- 
required by an o r i g i n a t i n g  mortgage lender o r  mortgage buyer a s  payment f o r  making 
o r  buying a mortgage loan a t  a given i n t e r e s t  r a t e .  (See Points_.) 

Nortgagee: The lender - one t o  whom proper ty  i s  mortgaged. -. 

1.1ort~agor: The borrower - one who places  a mortgage on h i s  property.  

Nonprofit Corporation: The organiza t ion  e n t i t y  of a group of individuals  having .- 
no i n t e r e s t  i n  ga in  o r  i n  p r o f i t .  To qua l i fy  a s  a mortgagor, the  appl icant ,  t h e  
nonprofi t  corporat ion,  must be approved by the  FHA and meet i t s  c r i t e r i a  of f i s -  
ca l  s t a b i l i t y  and housing objec t ives .  

Operating Costs: Those expenditures f o r  the  opera t ion ,  management and maintenance 
of a housing p r o j e c t ,  excluding f inance charges and payments t o  t h e  Reserve f o r  
Rep lacement. 

P l a t t i n g  o r  Subdivision Ordinance: A municipal ordinance t h a t  e s t a b l i s h e s  -- 
procedure and requirements for  p l a t t i n g  property -- i . e . ,  subdividing a l a rge  
parce l  of land i n t o  l o t s  of c e r t a i n  s i z e ,  according t o  t h e i r  use and allowing 
f o r  s t r e e t s ,  a l l e y s .  open space, e t c .  

Points:  The percentage of  a mortgage loan t h a t  t h e  lender charges the  s e l l e r  and -- 
buyer of a home. Po in t s  (one per  cent  = one point )  a r e  charged agains t  govern-. 
ment-insured FHA and G I  loans t o  give the  lender the  equivalent  of t h e  going 
i n t e r e s t  r a t e  when t h e  loan i s  made f o r  a lower r a t e .  For example, i n  recent  
weeks the  prime r a t e  has been 7-3/4 pe r  cen t ,  o r  1 /4  pe r  cent  more than the  
maximum allowed by FHA. Some lending i n s t i t u t i o n s ,  t o  make up the  d i f fe rence ,  
have been c o l l e c t i n g  one po in t  each from the  buyer and s e l l e r .  I n  some cases ,  
s e l l e r s  have had t o  pay up t o  % points .  

P r inc ipa l  Oblination: Amount of mortgage debt  t h a t  a borrower owes. -- 
Reserve f o r  Replacement: A monthly charge f o r  an FHA p ro jec t  t o  be  placed i n  - --- 
escrow f o r  l a t e r  expenditures on s u b s t a n t i a l  r e p a i r s  a s  authorized.  These ex- 
penditures a r e  f o r  t h e  opera t ion ,  management and maintenance of a housing p r o j e c t ,  
exclus ing  f inance  charges. 

Zoninfirdinance: An ordinance t h a t  d iv ides  a municipal i ty i n t o  zones of most -. - 
appropriate land use -- various ca tegor ies  of r e s i d e n t i a l ,  commercial, indus- 
t r i a l  and pub l i c  use -- and which s p e c i f i e s  minimum l o t  s i z e s ,  house s i z e s  and 
yard requirements . 



Appendix B 

SUMMARY OF REQUIREMENTS 
OF MINNEAPOLIS AND ST. PAUL HOUSING CODES 

The Minneapolis code def ines  a dwel1i .n~ u n i t  a s  "any hab i t ab le  rooms located 
w i t h i n  a dwelling and forming a s i n g l e  hab i t ab le  u n i t  with f a c i l i t i e s  which a r e  used 
o r  intended t o  be used f o r  l i v i n g ,  s leeping,  cooking and eating." The S t .  Paul 
code has a s i m i l a r  de f in i t ion :  "a room o r  group of rooms located  wi th in  a residence - 
building and forming a s i n g l e  habi table  u n i t  with f a c i l i t i e s  which a r e  used o r  in- 
tended t o  be used f o r  l i v i n g ,  s leeping,  cooking, and eating." 

BY "habitable room," t h e  Minneapolis code means "a room o r  enclosed f l o o r  
space used o r  intended t o  be used f o r  l i v i n g ,  s leeping,  cooking, o r  ea t ing  purposes, 
excluding bathrooms, t o i l e t  rooms, laundr ies ,  pan t r i e s ,  foyers ,  conrmunicating tor- 
r i d o r s ,  c l o s e t s ,  s torage  spaces, and stairwaye." The S t ,  Paul code's d e f i n i t i o n  i s  
s imi lar :  "a room occupied by one o r  more persons used o r  intended f o r  l i v i n g ,  
cooking, ea t ing  o r  s leeping purposes, but  does not include bathrooms, c l o s e t s ,  
water c l o s e t  compartments, laundr ies ,  serving and s torage  pan t r i e s ,  co r r idors ,  

I t  c e l l a r s ,  and spaces t h a t  a r e  not  used f requent ly  o r  during extended periods. 

Minimum requirements of dwelling uni ts :  

* Foundation, e x t e r i o r  walls and roof i n  workmanlike s t a t e  of maintenance and repa i r .  

* I n t e r i o r  wa l l s ,  f l o o r s  and c e i l i n g s  i n  workmanlike state of maintenance and repa i r .  

Free of insec t s ,  rodents and vermin. 

* Water c l o s e t ,  lavatory ,  bathtub o r  shower, and kitchen s ink  i n  working condit ion 
and connected t o  a water  and sewer system. 

* Lavatory, bathtub o r  shower, and kitchen s ink  connected t o  hot  and cold running 
water ,  

* Water c l o s e t  and bathtub o r  shower i n  room affording privacy. 

* !dater-heating f a c i l i t i e s  (capable of heating water t o  not l e s s  than 130 degrees 
Fa i n  S t .  Paul ,  no t  less than 120 degrees F. i n  MinneaPolis). 

* Heating f a c i l i t i e s  (capable of heating a l l  habi table  rooms t o  70 degrees Fa, 
measured 4 f e e t  above t h e  f l o o r  i n  Minneapolis, 5 f e e t  above the  f l o o r  i n  S t -  Paul.) 

* F a c i l i t i e s  f o r  s t o r i n g  rubbish and garbage (or  d isposal  of garbage) 

* Water l i n e s ,  plumbing f i x t u r e s  and d ra ins  i n  working order.  

* E l e c t r i c a l  service ,  including two o u t l e t s  p e r  room ( three  i n  ki tchen) , 
one of which may be c e i l i n g  o r  wall-type f i x t u r e .  

* Floor a r e a  -- St. Paul: 150 square f e e t  f o r  one occupant, add i t iona l  100 
square f e e t  f o r  each of next  two occupants, add i t iona l  75 square f e e t  f o r  each 
o the r  occupant. -. Minneapolis: 120 square f e e t  f o r  one occupant of one habi table  +: 
room; 150 Square f e e t  f o r  two ~ccupgmts  of s i n g l e  habi table  'room; 220 square f e e t  
f o r  two o r  more habi table  rooms occt~pjed ty three ocmtpants, p lus  70 square f e e t  
f o r  each add i t iona l  occupant. 



* Sleeping rooms -- St .  Paul: i n  a dwelling un i t  of two o r  more habi table  rooms, 
~ - r c r l  room used by one adul t  f o r  sleeping purposes s h a l l  have a f l oo r  a rea  of 
a t  l e a s t  70 square fee t .  Sleeping rooms used by two o r  more adu l t s  s h a l l  have 

, I 
50 square f e e t  of f l oo r  a rea  per  occupant. Minneapolis: no spec i f i c  mention. I * Ceiling -- Minneapolis: 7% f e e t  high, but habi table  area  above t he  f i r s t  f l o o r  
requires  only 7% f e e t  over 50% o r  more of area,  with no area  under %foot ce i l ing  
counted a s  habi table ;  i n  one-story-and-attic buildings,  an a t t i c  bedroom must 
have 7-foot c e i l i ng  over 50% of f l o o r  area. S t .  Paul: 7 f e e t  high over a t  l e a s t  
half  the  f l oo r  area,  with no a rea  under 5-foot c e i l i ng  counted a s  habitable.  

I 
I * Cellar  space s h a l l  not be used f o r  sleeping purposes i n  St .  Paul. Cel lar  space I 

s h a l l  not be used a s  a habi table  room o r  dwelling u n i t  i n  Minneapolis. (Cel lar  
i s  defined a s  t h a t  por t ion of building t h a t  has ha l f  of more of height  below 
ground-level. This i s  being amended i n  Minneapolis t o  al lcw use of c e l l a r  space 
as bedroom by members of t he  immediate family.) 

I 
* Basement space ( l e s s  than hel f  of height  below ground-level) may be used as  

dwelling un i t  i n  both c i t i e s  i f  f l o o r  and wal l s  a r e  water-t ight  and i f  window 
I 

area is su f f i c i en t .  I 
Window space -- St.  Paul: every habi table  room must have a t  l e a s t  one window I 

facing outdoors, with window area  10 per  cent  of f l o o r  area. Window must be 
ea s i l y  opened, o r  mechanical ven t i l a t i on  provided. Non-habitable rooms must 
have one o r  more windows, o r  mechanical ven t i l a t ion .  Minneapolis: every 
habi table  room must have a t  l e a s t  one window facing outdoors, with window 

I 
area  118th of the  f loor  area. Window must be ea s i l y  opened, o r  mechanical 
ven t i l a t i on  provided. No windows required i n  ki tchen i t  i f  has mechanical 
ven t i l a t i on  and i f  i t  has an opening a t  l e a s t  20 square f e e t  i n t o  another 
habi table  room having windows b ig  enough f o r  both t h a t  room and the  kitchen. 
Both c i t i e s :  windows not  required i n  water-closet compartment o r  bathroom 
having mechanical ven t i l a t i on  system. 



Appendix C 
CONGRESSIONAL FUNDING OF THE VARIOUS PROGRAMS, 

OF THE DEPARTMENT OF BOUSING AND URBAN DEVELOPMENT FOR FISCAL YEAR 1969, 

k- 
COWARED WITH 1969 AMOUNTS AUTIIORIZED AND REQUESTED, AND 1968 APPROPRIATIONS 

(Figures represent  mi l l ions  of do l l a r s )  

I 
F i s c a l  1968 

I Program - A p p r o ~ r i a t i o n  

Rent Supplements $ 10 
Model Cities -- Total  

I 312 
Planning Grants 12 
Supplercent Grants 200 
Addit ional  Urban Renewal 100 

I Urban Planning Grants 45 
Urban Renewal Grants 750 (FY69) 
Urban Research 10 

I- Urban Technical Assistance 2.2 
Community Development Training 3 
Fellowships f o r  Urban Studies . 5 

I Water and Sewer Grants 165 
Neigl~borhood F a c i l i t i e s  30 
Open Space Land Grants 75 
Metro. Development Incent ives  - 

I. Public Housing 275 
Home Ownership Assistance (Sec. 235) - 
Rental Housing Assistance (Sec. 236) - 
Tenant Services o I - F a i r  Housing - 
Flood Insurance - 

F i s c a l 1 9 6 9  F i s c a l 1 9 6 9  F i s ,  1969 
Authorization Budget Request Approp. 

$ 108 $ 
1,000 

12 
500 
500 

55 
1,400 (F'Y70) 

open 
.5 

2 7 
.5 

435 
14 1 
87.5 
10 

358 
7 5 
7 5 
15 
11 
1.5 

The funds f o r  t h e  Section 235 and 236 p rogrms  were expected t o  a s s i s t  i n  payments 
on more than 65,000 dwelling u n i t e ,  divided about equally between s a l e s  and r e n t a l  
housing u n i t s .  (HUD es t imates  between 33,000 and 34,000 u n i t s  would be purchased 
under the  program.) I n  t h e  f i r s t  year ,  25 pe r  cent  of t h e  homes could be from 
e x i s t i =  inventory, the  second year 15 pe r  cent ,  and t h e  t h i r d  year 10 Per  cen tg  

The Minnesota d i s t r i c t  o f f i c e  of the  Federal Housing Administration received a 
f i s c a l  year  1969 al lotment of only 100 homes under the  Section 235 program* The 
f irst  u n i t  a s s i s t e d  was i n  Minneapolis and was a 2-bedroom, one-story frame &el- 
1% about 15 years  o ld ,  s e l l i n g  f o r  $16,400, with a $200 down payment and 30-year 
mortgage. Monthly payment = $136.86. Maximum ass i s t ance  payment - $57 -53 Married 
couple, ages 27 and 25, wi th  a 2-year-old chi ld .  Husband a g r inder  a t  Hitchcock, 
I n c a ,  earning $567 a month. Was paying $115 i n  r e n t ,  had $600 cash ava i l ab le  f o r  
down payment, had $155 i n  l i a b i l i t i e s .  E l i g i b l e  ass i s t ance  payment = $28046 a 
month; family's share ' s  $108.40. 



Appendix D 
CONSTRUCTION COST ESTIMATES 

AVERAGE QUALITY SINGLE-FAMILY HOME If 
FII?TNWOLIS-ST, PKrt (1948 - 1968) 

.- 
I 

Adjusted Cost Percentage 
Per Square Foot of Annual Increase Over 

I 
Year 21 Ground Floor Area 2/ - Cost Increases Preceding Year I 

1968 17.86 19,646 1,323 

Percentage Increase 

1 / -- Cost i s  f o r  typ ica l  three-bedroom home containing about 1,100 square f e e t .  
The cost  of lland should be added t o  obta in  gross  cos t  t o  purchaser. 

I 
Land w i l l  range from $750 t o  $1,000 i n  1948 upward t o  $3,000 t o  $6,000 i n  .. 
1968. I 

2 / - December each year except November, 1968. 

31 - Real Es ta te  Research Corporation and Eoeckh's Cost Index. 
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WELFARE DEPARTMENT ALLOWANCES FOR HOUSING 

I N  HENNEPIN AND RAMSEY COUNTIES 

Hennepin County: These a r e  the  housing allowances fo r  individuals and families on 
so-called categorical  a id  programs (Aid t o  F a l i e s  with Dependent Children, 
Old-Age Assistance, Aid t o  the Blind and Aid t o  the Disabled). 

Efficiency un i t  ----- up t o  $70 a month 
1-bedroom (family of 2) ----- up t o  $85 
2-bedroom (family of 3 o r  4) ----- up t o  $90 
3-bedroom (family of 4, 5 o r  6) ----- up t o  $105 
4-bedroom (family of 7 o r  8) ----- up to  $120 
Larger un i t s  determined on an individual basis.  Utilities not included- 

U t i l i t i e s  allowances range from $24 a month for  a family of 2, t o  $29 for  a 
family of 4, and i n  $2 increments up t o  $41 f o r  a family of 10. 

As of December, 1968, Hennepin County had an AFDC caaeload of 6,902, involving 
18,502 children. It had 5,344 persons on OAA, 301 on Aid  t o  the Blind, and 
2,344 on Aid t o  the Disabled, 

Minneapolis: These housing allowances e x i s t  f o r  individuals and families On d i r ec t  
r e l i e f  : 

U t i l i t i e s  Utilities 
Persons Not Provided Provided 

$65 ( f o r  a man, $55) 
75 
90 
95 

105 
115 
120 
125 
130 

However, these allowances can vary with the  circumstances. For example, the  
Relief Department might allow $125 ren t  f o r  a family of 6 i f  t ha t  is what they 
rent  t h e i r  apartment fo r ,  s ince  d i r e c t  r e l i e f  i s  intended to  be of a temporary 
nature. The a l t e rna t ive  would be t o  f ind  an $85-a-month apartment ($115 with 
u t i l i t i e s )  f o r  t ha t  family -- which is not ea s i l y  done. 

~ a s a ~ o r k a r s  can apprwe housing allowances 20 per cent higher than f igures  
l imited; g rea te r  allowances must be approved by un i t  supervisors. 

Minneapolis had 1,645 r e l i e f  cases involving 3,480 persons i n  December. About 
1,000 were s ing l e  persons, with the  remainder families of 2 o r  more Persons. 
Other communities i n  Hennepin County reported 80 r e l i e f  cases involving 207 
persons. 



Appendix E (Cont ' d )  

Ramsey County : The Ramsey County Welfare Department uses ''block budgets" f o r  indi.- - 
viduals  and famil ies  under ca tegor ica l  a i d  programs. These budgets a r e  t o  cover 
a l l  t h e i r  needs, including housing (but not telephone, t ranspor ta t ion  and medi- 
c a l  expenses). These a r e  the  monthly budgets allowed: 

Persons Budget Persons Budget 

A s  of December, 1968, Ramsey County had 3,257 AFDC cases (9,148 children) , 
1,880 on OAA, 119 on Aid t o  the Blind, and 1,232 on Aid t o  the  Disabled. 

These a r e  the  housing allowances f o r  those on d i r e c t  r e l i e f :  

Persons Rent With Heat With Heat and Utilities 

1 
2 
3 
4 
5 
6 
7 

e t c .  

A s  of December, 1968, Ramsey County had 1,550 r e l i e f  cases,  involving 4,656 
persons (666 s i n g l e  persons, 633 famil ies  wi th  children,  and 251 famil ies  with 
adu l t s  only). 

(Note * Aware t h a t  present  housing allowances a r e  "not r e a l i s t i c  ," the  Ramsey 
County Welfare Board intends t o ' i n c r e a s e  allowances J u l y  1, For fami l i e s  on 
ca tegor ica l  a s s i s t ance  programs, budgets w i l l  be ra i sed  $10. To make ren t  
schedules comparable f o r  famil ies  on general r e l i e f ,  t h e i r  housing allowaaces 
w i l l  be increased $15. It has been s a i d  t h a t  the  increases  a r e  t h e  maximum 
t h a t  can be handled under the  welfare budget, even though they may s t i l l  be 
u n r e a l i s t i c .  It is  an t i c ipa ted  t h a t  some owners of substandard dwellings w i l l  
only r a i s e  r e n t s  when the  new housing allowances go i n t o  e f f e c t w  fami l i e s  w i l l  
pay more, but  ge t  no b e t t e r  housing,) 
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THE SECTION 235 PROGRAM 

OF THE 1968 HOUSlNG AND REDEVELOPMENT ACT 

The Section 235 program is l imi ted  t o  lower-income famil ies  and provides a 
federa l  subsidy t h a t  can reduce t h e  mortgage-interest r a t e  t o  a s  low a s  1 per cent ,  
depending on t h e  family 's  "adjusted income", which is t h e  gross  income minw a 
c r e d i t  of $300 f o r  each chi ld .  The adjusted income cannot exceed 135 per  cent of 
the  income l i m i t s  f o r  occupancy of l o c a l  publ ic  housing f o r  t h a t  c i t y .  For example, 
t h e  adjusted maximum l i m i t s  i n  the  c i t i e s  of S t .  Paul  and Flinneapolis are as follows: 

Number St .  Paul Minneapolis Number st. Paul Minneapolis 
I 

1 person $3,780 $3,240 
2 4,860 5,400 
3 6,750 6,750 
4 7,560 6,750 - 
J 8,370 8,100 

6 persons $ 9,180 $8,100 
7 9,990 9,450 
8 10,800 9,450 
9 11,610 9,450 

10 11,880 9,450 - 
Up t o  20 per  cent  of funds appropriated f o r  t h e  program can be used t o  a s s i s t  I 

famil ies  with incomes exceeding t h e  above l i m i t s ,  b u t  not  i n  excess of 90 per  cent  I 

of t h e  income l i m i t s  f o r  occupancy i n  a Section 221(d)(3) below-market-interest-rate 
p ro jec t .  Ninety per  cent  of 221(d)(3) l i m i t s  f o r  t h i s  a rea  are :  one person, 
$5,535; two persons, $6,705; th ree  and four  persons, $7,875; f i v e  and s i x  persons, i 
$9,045, and seven o r  more persons, $10,260. 

During t h e  f i r s t  year  of t h e  ~ c t ,  25 pe r  cent  of t h e  amount of t h e  contrac ts  
can be  f o r  e x i s t i n g  housing, dropping t o  15 per  cent  t h e  second year  and 10 Per 
cent  t h e  t h i r d  year.  When these  l i m i t s  a r e  reached, e x i s t i n g  houses a r e  l imi ted  t o  
those displaced by government ac t ion ,  those moving from low-rent publ ic  housing , o r  
those who have f i v e  chi ldren under 21 years  a t  home. 

Maximum mortgage is $17,500 i n  t h e  metropoli tan area. An exception is $20,000 
f o r  famil ies  of f i v e  o r  more t h a t  require  four  bedrooms. These l i m i t s  apply i n  t h e  
Twin Cities Standard Metropolitan S t a t i s t i c a l  Area (SPISA) . 

Down payment is $200, which may be  by l abor  equi ty  o r  a g i f t .  This is t o  Pay 
prepaid items and c los ing  cos t s .  Equity cannot b e  increased t o  obta in  a higher- 
priced property. A property may no t  b e  s o l d  f o r  more than the  Federal Housing 
Administration valuat ion including c los ing  cos t s .  

Assets of appl icant  may not exceed $2,000, o r  $5,000 i f  appl icant  is 62 Years 
o ld .  Such a s s e t s  exclude value f o r  household goods and auto, and may be increased 
over the  bas ic  amount, $500 f o r  each dependent under 21 years ,  p lus  an amount equal 
t o  t h e  app l i can t ' s  f u l l  s h a r e  of t h e  mortgage payment f o r  one year. 

The amount of the  subsidy paid by FHA w i l l  b e  t h e  lesser of two f igures  esti- 
mated as follows: 



a .  The di f ference  between 20 per cent of the  adjusted income and the  
mcnthly payment t o  p r inc ipa l ,  i n t e r e s t  a t  735 per cent ,  FHA premium, taxes - 
and hazard insurance. 

I ' 
b .  The di f ference  between 1 per cent  and 7% per  cent  monthly payment, 

p lus  payment t o  p r inc ipa l ,  FHA premium, taxes and hazard insurance. 
I 

Mortgagees a r e  paid a handling f e e  of $3.50 per month pe r  insured case  i n  
addi t ion  t o  the  subsidized i n t e r e s t .  Recer t i f i ca t ion  of income f o r  subsidy changes 

I 
is required every two years,  and may occur sooner on the  mortgagor's request .  I 



APPENDIX G 

NONFARM HOUSING STARTS, 1946-1968 
AND THE TYPE OF LOANS USED TO FINANCE THM 

(units in thousands ) 

Year - Units (Conventional) (FHA) a/ 
Units % 

1,015.2 856.3 84.4 
Units 
67.1 

a/ Housing of 1 to 4 units - 
b/ Preliminary for first 11 months - 
c /  January-December average - 

SOURCE: Economic Report of the President, January, 1969 

(VA) 
Units % 
91.8 9.0 
160.3 12.7 
71.7 5.3 
90.8 6.3 
191.2 10.0 



APPENDIX H 

Rate 

HOW INTEREST RATES AND THE MORTGAGE TERM AFFECT MONTHLY PAYMENTS 
ON THE PRINCIPAL AND INTEREST 

Example: $20,000 new house 

(Down payment i s  $1,000, leaving a $19,000 mortgage) 

Term of Mortgage* 

20 years 25 years 30 years 35 years 

Example: $15,500 used house 

( D m  payment is $500, leaving a $15,000 mortgage) 

Term of Mortgage* 

Rate - 1s years 20 years 25 years ,. 30 years 
I 

* Note that  the term of mortgage ranges i n  the tables from 20 t o  35 years 
fo r  the $20,000 new house and from 15 t o  30 years f o r  the $15,500 used house I 

SOURCE: Financial Publishing Company, Boston 



PERCENTAGE DISTRIBUTION OF ALL FAMILIES BY ESTIMATED 1969 INCOME 

I AF'TER DEDUCTION OF FEDERAL INCOME TAX 
MINNEAPOLIS-ST. PAUL HOUSING MARKET AREA 

I Area 6 No. Under Under Under Under Under Under Under 
Of Households $4,000 $5,000 $6,000 $7,000 $8,000 S9 sooO 

I HMA Total 11% 17% 25% 3 7% 48% 59% 68% 
(549,222) 

, St. Paul 

I (105,700) 13 20 2 8 41 5 1 60 6 9 

Hennepin suburbs 
(138,000) 5 9 15 25 38 4 9 5 8 

Rarnsey suburbs 
(40,200) 4 8 16 2 8 41 

Anokn County 

Washington Co. 

I 
I 

(18,522) 14 2 2 35 49 6 3 7 4 8 1 

Housing Market Area Totals 

Under $2,000 = 16,500 families 
I t  

** $3,000= 38,500 " 
$4,000 = 60,500 " 

11 $5,000~ 93,500 It 
11 

11 
$6,000=137,500 " 
$7,000 = 203,500 

II $8,000 1 264,000 $1 

tt  $9,000 = 324,500 " 
Under$10,000 = 374,000 families 

SOURCE: Analysis of the Minneapolis-St. Paul Minnesota, Hous~ae; haikct,  
Federal Housing Administration, October, 1967. 
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HOUSING STUDIES AND PROGRAMS THAT HAVE BEEN UNDERTAKEN AT THE STATE LEVEL 
AND IN THE TWIN CITIES METROPOLITAN AREA 

Some of the more noteworthy efforts directed at housing are summarized 
below. See page 28 in the Discussion Section of this report for the committee's 
comment on these efforts. 

Metropolitan Development Guide 

Housing is one of the elements in the Metropolitan Development Guide, 
prepared by the former Metropolitan Planning Commission and published late in 
1968 by the Metropolitan Council. Listed in the Guide as housing goals for the 
seven-county Twin Cities area are (1) enough housing for all area residents, 
(2) a broad choice of housing types, (3) housing choice within neighborhoods, 
( 4 )  ident i ty and individuality in housing, (5) convenience to facilities and 
activities, and (6) safe, healthful, and blight-free residences and neighbor- 
hoods. 

The Guide also lists certain housing policies, such a8 to "encourage 
design and planning innovations in both housing structures and land development, It 
and to 'develop equal access to an open housing market for all persons at each 
income level throughout all. portions of the metropolitan area, regardless of 
age, race, religion, or ethnic background," and to "locate public housing of 
various types throughout the metropolitan area. I I 

Metropolitan Planning Commission Housing Study 

A housing study was undertaken in 1967 by the staff of the former 
l'letropolitan Planning Commission, but it was never published. Among its 
recommendations were these: 

* Encourage a range of housing types in each community, to prevent the 
growth of single-income, single-age communities, narrowing the range 
of social experience. 

* Make housing for low-income groups readily accessible to the employment 
areas that attract them, whether in basic manufacturing in the suburbs 
or clerical. work in the central cities. 

* Encourage new concepts and innovations in housing by public agencies, 
private developers and lending institutions. 
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* Legislate flexible.zoning ordinances and building codes that treat 

housing according to density. 

* Encourage housing types other than single-family detached houses, 
through tax deductions, financing and other monetary considerations. 

* Encourage the 'Iplanned residential development" concept. 

* Work toward increased decentralization of public housing and elderly 
housing, and toward the integration of both into local neighborhoods. 

* Cease considering multiple housing as a second-class use. 

Metropolitan Council Housing Study 

The Metropolitan Council has received a $100,000 grant from HUD for a 
special study of low-income housing. In general, it provides for the ~ouncil 
to determine low-income housing needs, evaluate present housing activities, 
and develop recommendations for new techniques to make quality housing available 
to low-income persons. The study is expected to be completed in 1970. A 
Technical Advisory Committee of about 25 members is being formed to advise the 
staff on technical information, provide innovative ideas, act as a sounding 
board and evaluate information. 

The study will seek answers to the following questions: 

* What are our "goals" for low-income housing? 

* What are the obstacles -- economic, governmental, etc. -- that stand 
in the way. of providing better housing for the low-income population? 

* HOW can we get private builders and developers to coordinate more 
closely with metropolitan housing goals and plans? 

* How do the Model Cities program and the Community Renewal program fit 
into the metropolitan housing program? 

* What do the various groups in the population want in the way of housing? 

* HOW do decisions about major employment centers, transportation f aci- 
lities, other public works, zoning, and tax policy affect the ability 
of the area to meet its housing objectives? 

* How can we better use these major public decisions to get low-income 
housing developed in accordance with our goals? 

This study will be knitted into a three-year study, with the second year 
considering housing generally, and the third year consisting largely of a new 
look at housing on the basis of 1970 census returns. 



A second study by t h e  Metropolitan Council has t o  do with the  p o s s i b i l i t y  
of developing housing -- as an in ter im use -- on land t h a t  l a t e r  w i l l  be used 
f o r  major pub l i c  f a c i l i t i e s  o r  f o r  major commercial o r  i n d u s t r i a l  development. 
The hope is  t h a t ,  i f  some kind cf temporary o r  r e loca tab le  housing could be 
developed, and financed f o r  a f a i r l y  shor t  period,  some i n t e r e s t i n g  housing . 
dcrnonstrations might be possible,  

The Housing Element i n  Planning Pronrms 

The 1968 Housing Act d i rec ted  t h a t  a l l  s t a t e ,  metropoli tan and municipal 
comprehensive plans supported with so-called 701 planning g ran t s  contain a 
"housing element, " The S t a t e  Planning Agency is requir ing the  following 
items i n  l o c a l  plans:  \ 

* What do you th ink the  housing problem is i n  your community? How many 
substandard homes, lack of low-price housing, wait ing l i s t s  f o r  u n i t s  
f o r  the  e lde r ly?  

* What are the  obr tac las  t o  meeting your housing problems? Restrictive 
insurance p rac t i ces ,  inadequate l o c a l  resources f o r  building housing, 
inadequate publ ic  f a c i l i t i e s ?  

* What ere you trying to do about your housing problems? A f a i r  housirqg 
program? A c i t y  housing plan? Work wi th  non-profit housing agencies? 

* How a r e  you goixq about the  job? What was your housing planning last 
year? What is your plan f o r  t h e  coming four  years? 

* How a r e  you g o i ~  t o  ca r ry  ou t  your plan? How many homes a r e  going t o  
be b u i l t ?  What new code-enforcement techniques a re  being introduced? 
What publ ic  f a c i l i t i e s  f o r  housing a r e  going t o  be provided? 

It is4important  t o  note  t h a t  t h i s  requirement does not  apply t o  munic ipal i t ies  
i n  the  Twin Cities area t h a t  have already completed t h e i r  b a s i c  community p lans  . . . a s  many, i f  not most, already have. Only i f  t h e  l o c a l  community appl ies  
f o r  "701" a i d  t o  amend i ts plan  i s  the re  any provision f o r  introducing t h i s  
requirement t o  think about housing i n t o  t h e  planning of the  l a rge r ,  o lde r  su- 
burbs. 
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The Insurance Indust,rpts Billion-Dollar Commitment_ 

I n  1968, the  insurance companies of the  na t ion  earmarked $1 b i l l i o n  f o r  housing 
and j ob-creating p ro jec t s  f o r  low-income and minori ty groups. 

In  Minnesota, insurance f irms committed $20.5 mi l l ion  during the  year  t h a t  ended 
i n  mid-March, 1969 -- f inancing 1,086 housing u n i t s  t o  rank 18th among t h e  
s t a t e s ,  and providing 1,316 jobs t o  rank e ighth .  

A second $1 b i l l i o n  recen t ly  was pledged na t iona l ly ,  but  with emphasis on 
business development loans. This program makes ava i l ab le  funds t h a t  borrowers 
o then i i se  would be hard-pressed t o  ob ta in  through regu la r  lending channels. 

Minneapolis Urban Coa l i t ion ' s  Down-Payment P r o a r ? ~  

A major family phi lanthropic  organiza t ion  made $30,000 i n  funds ava i l ab le  t o  
low-income fami l i e s  f o r  down payments on houses i n  1968. The Urban Coal i t ion  
became the  vehic le  f o r  processing grant  appl ica t ions .  It screened 160 applica-  
t ions  from core-ci ty r e s i d e n t s ,  and then stopped accepting f u r t h e r  appl ica t ions  
u n t i l  guidel ines  could be developed. A new foundation al lotment of $75,000 has 
been obtained f o r  the  program. 

Thc 160 app l i ca t ions  r e s u l t e d  i n  grants  being approved f o r  71 fami l i e s ,  including 
47 black fami l i e s ,  17 white,  6 Indian and 1 Mexican. A t  l a s t  r e p o r t ,  home 
purchases u t i l i z i n g  the  g ran t s  tlad been completed by about 65 of the  f a d l i e s  . 

Community Development Corporation of Greater  S t .  Paul 

Indus t r i e s ,  banks, savings and loan assoc ia t ions ,  business f inns ,  foundations 
and ind iv idua l s  pooled $720,000 tha t  w i l l  be used by the  Community Development 
Corporation t o  buy, renovate and s e l l  70 houses i n  the  Summit-University and 
Concord Terrace areas .  Maximum s e l l i n g  p r i c e  w i l l  be $17,500 f o r  houses having 
up t o  four bedrooms, and $20,000 f o r  l a r g e r  homes. 

Before deciding on t h i s  housing r e h a b i l i t a t i o n  program, the  CDC had been pu t t ing  
i t s  funds i n t o  a s c a t t e r i n g  of housing and business development e f f o r t s .  It 
made loans f o r  down payments on houses, i t  loaned about $60,000 i n  seed money 
t o  s t a r t  the government-subsidized Liberty Plaza housing p r o j e c t ,  and i t  made 
grants  f o r  emergency r e p a i r s  t o  houses, t o  mention th ree  of the  a c t i v i t i e s  i t  
pursued. 

Creat ion of S t a t e  Urban Af fa i r s  C o u n c i l n d  Urban Action Center 

S t a t e  he lp  on urban problems, inc luding housing, appeared imminent wi th  announ- 
cement r ecen t ly  t h a t  Governor Harold LeVander had i ssued an executive order  
c rea t ing  an Urban Af fa i r s  Council made up of the  governor and heads of nine 
s t a t e  agencies. Its purpose i s  t o  r e d i t e c t  s t a t e  e f f o r t s  i n  providing se rv ices  
unique t o  the  needs of b i g  c i t i e s  charac ter ized  by severe s o c i a l  and 
economic problems. 

Another executive order  c r e a t e s  an Urban Action Center i n  the  S t a t e  Planning 
Agency, t o  serve  a s  a s e c r e t a r i a t  t o  the  Urban A f f a i r s  Council. It would be 
f e d e r a l l y  funded and would advise the  governor and Legis la ture  on needed programs, 
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and i n j e c t  the  s t a t e  a s  a p a r t i c i p ~ n t  i n  Model C i t i e s  programs. The Center 
would r e l y  heavi ly  on s p e c i a l i s t s  i n  the  Universi ty of Minnesota Center f o r  
Urban ond Regional Affa i rs .  

S t a t e  Department of Community Af fa i r s  - 
B i l l s  a r e  before the  Legis la ture  t o  c rea te  a S t a t e  Department of Community Af- 
f a i r s  t o  s p e c i a l i z e  in urban problems. It would include the  S t a t e  Off ice  of 
Local and Urban Af fa i r s ,  S t a t e  Crime Prevention and Control Agency, S t a t e  Office 
of Economic Opportunity and the  Minnesota Municipal Commission. 

Sponsors of the  proposal s e e  the  new department making s t a t e  g r a n t s  (up t o  90 per  
cent )  t o  meet urgent inner-c i ty  needs, planning s t a t e  programs promoting low- 
and middle-income housing p o r j e c t s ,  providing advice t o  b i g  c i t i e s  i n  coping with 
urban problems, and s e t t i n g  up model demonstration p ro jec t s .  

S t a t e  Housing Development Authori ty 

A b i l l  i s  before  the  Leg i s l a tu re  t o  c r e a t e  a S t a t e  Housing Development Authori ty,  
t o  cons i s t  of the  Department of Publ ic  Welfare connnissioner, state planner,  s t a t e  
t r e a s u r e r  and four  persons appointed by the  governor. It would have au thor i ty  
t o  i s sue  up t o  $50 m i l l i o n  i n  bonds t o  f inance i t s  operat ions.  

Functions of the  proposed Authority would be very vroad, including:  

* TO provide advisory,  consu l t a t ive  t r a i n i n g  and educational  se rv ices  t o  
nonprof i t  housing corpora t ions ,  housing cooperat ives and limited-dividend 
corporat ions t o  a s s i s t  them t o  become owners of housing p r o j e c t s  and.  
t o  manage such p ro jec t s .  

* To ca r ry  out  s t u d i e s  and analyses of housing needs wi th in  the  s t a t e ,  
and ways of meeting those needs, and t o  engage i n  research and dissemi- 
na te  information on housing. 

* To survey and inves t iga te  housing condit ions and needs and make recom- 
mendations t o  t h e  governor and l e g i s l a t u r e  on measures necessary t o  al- 
l e v i a t e  housing shortages.  

* To encourage demonstration p r o j e c t s  and research i n  new and b e t t e r  
techniques f o r  increas ing the  supply of housing. 

* To make mortgage loans,  and t o  s e t  s tandards f o r  housing p r o j e c t s  rece i -  
ving loans. 

* To make non-interest  seed money ava i l ab le  t o  defray development c o s t s  
of low- and moderate-income housing p ro jec t s .  
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ACCELERATED TAX DEPRECIATION AS A FEDERAL SUBSIDY FOR RENTAL HOUSING INVESTMENT 
. . 

"It is conservatively estimated t h a t  f o r  a l l  bui ld ings ,  the  revenue cos t  of 
allowing t ax  deprecia t ion  methods t h a t  write o f f  the  cos t  f a s t e r  than s t r a i g h t  l i n e  
amounts t o  some $750 mi l l ion  annually. For r e s i d e n t i a l  bui ld ings ,  t h e  revenue cos t  
would amount t o  about $250 mi l l ion  annually . . . 

I t  The government -- and the  lower-income tenant  -- would both be b e t t e r  o f f  i f  
ac t ion  were taken t o  recapture  some .of the  $750 mi l l ion  of l o s t  revenue now being 
ueed f o r  bui ld ing and t o  apply i t  i n  a d i r e c t  and a f f i rma t ive  way toward the  lower- 
income housing we so  desperately need." 

.-- remarks by Stanley S. Surrey, Ass is tant  Secretary of 
the  Treasury, before  t h e  F i f t h  Annual Development Forum, 
Urban America Inc. ,  at Berkeley, C a l t f . ,  Oct. 28, 1968 

Federal t ax  law permits inves tors  i n  bui ld ings  t o  reduce t h e i r  income t a x  l i a -  
b i l i t y  by deducting a c e r t a i n  amount annually f o r  deprecia t ion ,  the  wearing-out of 
a building.  The law allows more than j u s t  s t r a i g h t - l i n e  deprecia t ion ,  which would 
be, say ,  the  annual deduction of 1/40th the  value of a bui ld ing having a use fu l  
I i f e  of 40 years .  

NEW BUILDINGS 

On new bui ld ings ,  an owner can use one of  two methods f o r  f igur ing  h i s  depre- 
c i a t ion :  double decl in ing balance, .or the  sum-of-the years  d i g i t s .  

Under t h e  200% decl in ing balance method -- tak ing a 40-year bui ld ing a s  an 
example -- the  owner can write o f f  5% o r  1/20th of the  bui ld ing 's  value t h e  f i r s t  
year.  I n  ensuing years ,  t h e  annual deprecia t ion  allowance would continue t o  be  5%, 
but  agains t  the  va lue  remaining a f t e r  deducting d ~ p r e c i a t i o n  taken up t o  t h a t  point .  
In  t h e  f i r s t  f i v e  years ,  with the  bu i ld ing ' s  " l i f e "  reduced 12%%, t h e  owner can 
take t a x  deductions equal  t o  22.6% of  i t s  cos t .  I n  t h e  f i r s t  10 years ,  t h e  depre- 
c i a t i o n  allowances would t o t a l  40.174, but  the  l i f e  of t h e  bui ld ing would have been 
reduced only 25%. 

The sum-of-the-years d i g i t s  method is no t  used very much because i t  is more 
d i f f i c u l t  t o  ca lcu la te .  Under t h i s  method, t h e  f i r s t - y e a r  deprecia t ion  on a 40- 
year  bu i ld ing  would be 40 o r  about 4.88%. The numerator represents  t h e  number of 

820 
gears  remaining i n  the  l i f e  of the  bui ld ing,  and the  denominator the  sum of the  
d i g i t s  of a l l  years  making up t h e  est imated use fu l  l i f e .  The second yea r ' s  depre- 
c i a t i o n  would thus be 2 o r  4.72%. I n  the  f i r s t  f i v e  yea r s ,  the  owner can take  t ax  

820 
deductions equaling 23.2%, although the  bu i ld ing ' s  l i f e  would b e  reduced only 12%. 
In  the  f i r s t  10 yea r s ,  when the  l i f e  of t h e  bui ld ing would be shortened 25%, the  
owner'could take  43.3% depreciat ion.  

(over) 
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USED BUILDINGS 

On used bui ld ings ,  a 150% decl in ing balance method is used i n  f igur ing  the  
depreciat ion allowance. The annual r a t e  of deprecia t ion on a bui ld ing having an 
estimated 40-year l i f e  would thus be 3.75%. This would be applied t h e  f i r s t  year  
agains t  the  f u l l  cos t  of  the  building.  It would be applied t h e  second year  and 
each following year ,  of  course, aga ins t  the  bui ld ing value remaining a f t e r  previous 
leductions f o r  depreciat ion.  

In  the f i r s t  f i v e  years ,  the  bui ld ing 's  l i f e  having been reduced 12%%, t h e  ..: . 
owner can take income-tax deductions t o t a l i n g  17.4%. I n  the  f i r s t  10 years,  depre- 
c i a t i o n  allowances would t o t a l  31.8%, and the  l i f e  of the  bui ld ing would be reduced 
25%. 

ACCELERATED DEPRECIATION AS A TAX SHELTER 

During the  ea r ly  years  of  bui ld ing ownership, the  deprecia t ion allowance and 
deductible mortgage i n t e r e s t  not  only wipe out  the  taxable r e n t a l  income from t h e  
property,  but  a l s o  g ive  rise t o  depreciation-caused "tax losses"  t h a t  can be applied 
agains t  o ther  income. 

For example, i f  a bu i ld ing ' s  deprecia t ion allowance were $20,000, and the  tax- 
able  income from the  property t o t a l e d  $15,000, t h a t  would leave a $5,000 "loss" 
t h a t  the taxpayer could deduct from o t h e r  taxable income -- thus "sheltering" a 
por t ion  of t h a t  income. I f  the  taxpayer were i n  a 50% t a x  bracket ,  the  $5,000 
"loss" would enable him t o  keep $2,500 more of h i s  o the r  income. 

This t ax  s h e l t e r  opera tes  t o  t h e  b e n e f i t  of t h e  bui ld ing 's  owner f o r  about 10 
Years, a f t e r  which he  can se l l  t h e  bu i ld ing  and re inves t  h i s  money i n  another build- 
ing  and s t a r t  t h e  fast-depreciat ion process a l l  over again. A f u r t h e r  considerat ion 
operat ing here  is  t h a t  gains on r e s a l e  of a bui ld ing held  f o r  10 years a r e  taxed a t  
a reduced c a p i t a l  gains r a t e  of  no more than 25%. I f  the  property is he ld  less than 
10 years ,  the over-depreciation claimed a s  a r e s u l t  of an accelera ted  deprecia t ion 
schedule is sub jec t  t o  recapture -- repayment t o  t h e  f e d e r a l  government on a s l i d i n g  
s c a l e .  

There a r e  no r e s t r i c t i o n s  on t h e  kinds of bui ld ings  t o  which t h e  accelera ted  
deprecia t ion and c a p i t a l  gains treatment apply. AS Surrey sa id ,  these  incent ives  
' ' p robab l~  tend t o  expand luxury housing, commercial, o f f  ice, motel, shoppin& center  
and o the r  f orus of m o r e  ~lamQ~~_u~s-.~inv.e~s~t~gent~~- - 3 u e e z i n ~  ou t  lower-income h0us  in^ " 



Appendix L 

- 
I SO14.E OF THE MORE COMMON FEOERAL HOUSING PROGRAMS 

Public Housing -- Housing f o r  f ami l i e s  and ind iv idua l s  of low income t h a t  is  financed, 
constructed and managed by a l o c a l  publ ic  housing au thor i ty .  Federal a s s i s t ance  f o r  I public housing f i r s t  s t a r t e d  i n  1937. I n  1949, T i t l e  111 of t h e  Housing Act provided 
(1.1 loans t o  he lp  f inance development and const ruct ion  of housing u n i t s ,  and (2) 
annual cont r ibut ions  t o  hold r e n t s  a t  l e v e l s  wi th in  t h e  means of low-income tenants .  ( I n  addi t ion ,  f e d e r a l  a s s i s t ance  is  ava i l ab le  f o r  purchase and r e h a b i l i t a t i o n ,  shor t -  
term leas ing ,  and con t rac t s  wi th  p r i v a t e  b u i l d e r s  t o  purchase completed housing 
(known as "turnkey1' pub l i c  housing). I Kinneapolia has the  follow in^ publ ic  housing: 

Elderly Family Tot a 1  

Occupied ...................... 2,265 991 3,256 ............ I Under Construction 1,316 0 1,316 
*Leased (Authorized) ........... 1,000 250 1,250 ............. *Used (Authorized) 0 19 4 19 4 .................. I Under Design 1,200 0 1,200 ................ I n  Development 1,000 2 50 1,250 

*As of Apr i l  17, 1969, the  Minneapolis Housing and Redevelopment Authority 

I - had 719 u n i t s  under l e a s e  -- 685 apartments f o r  the  e l d e r l y  and 34 u n i t s  
f o r  fami l ies .  As of Apr i l  10, 1969, the  Authority had 111 used housing 
u n i t s  purchased o r  under option.  

I Elderly Family To ta l  

*Occupied ...................... 981 1,200 2,181 
Under Construction ............ 744 0 744 ........................ I Leased 64 1 0 641 .......................... *Used 0 6 9 69 .................. Under Design 180+ 0 180+ 

I *The number of u n i t s  occupied by t h e  e l d e r l y  includes 112 u n i t s  a t  McDonough 
Homes, 1544 Timberlake Road, t h a t  could be used by fami l i e s  a s  we l l .  The 

, I number of used houses purchased f o r  r e h a b i l i t a t i o n  includes both those 
authorized and those acquired and occupied. 

South S t .  Paul  has under cons t ruct ion  a 132-unit high-rise p r o j e c t  f o r  the  e l d e r l y .  I - Forest  Lake has plans i n  progress f o r  cons t ruct ion  of 40 u n i t s  of housing f o r  the  
e lde r ly .  

(over) 
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Programs Known by Section Numbers i n  the  Various Housing Acts: 

Section 115 -- Authorizes federa l  grants  up t o  $3,000 t o  q u a l i f i e d  low-income 
owner-occupants f o r  r e h a b i l i t a t i o n  of housing i n  an urban renewal a rea ,  code 
enforcement a rea ,  o r  i n  areas planned f o r  such a c t i v i t i e s  wi th in  a reasonable 
time. As of Apri l  30, 1969, Minneapolis had approved 283 grants  t o t a l i n g  
$462,976.72 i n  the  Harrison, St .  Anthony, Sward ,  Near Northside and Como South 
areas.  S t .  Paul ,  which has been involved i n  t h i s  program only s ince  about Otto- 
b e r ,  has $31,727 i n  grants  approved o r  awaiting federa l  concurrence, nearly a l l  
i n  the  Phalen Park area. 

Section 202 -- Provides 3-per-cent, 50-year mortgage loans f o r  housing f o r  t h e  
e lde r ly .  Nonprofit corporat ions o r  cooperatives can ob ta in  100 pe r  cent  finan- 
cing f o r  bui ld ing o r  r e h a b i l i t a t i n g  u n i t s ,  which a r e  rented to,  persons 62 and 
o lde r  whose incomes a r e  too high f o r  publ ic  housing, bu t  too low f o r  t h e  p r i v a t e  
housing market. Three p r o j e c t s  i n  the  &in Cities a rea ,  a l l  i n  S t .  Paul,  a re :  
Central  Towers, 284 apartments, 20 E . Exchange S t  . , b u i l t  by Central  Presbyter- 
i a n  Church; Redeemer A r m s ,  160 apartments, 313 N. Dale St . ,  Redeemer Lutheran 
Church; Wilder Residences, 82 apartments, 514 Humboldt Ave., Amhere t H. Wilder 
Foundation. 

Section 203 -- The regular  Federal Houging Administration home mortgage i m ~ r -  
ante Program. FHA guarantees mortgage amounts up t o  $30,000 on a s l i d i n g  sca le :  
97% of t h e  f i r s t  $15,000, 90% of t h e  next $5,000, and 80% of the  balance. Maxi- 
mum term i s  35 years  and maximum i n t e r e s t  r a t e  is 7%%, plus  mortgage insurance 
premium of one-half of 1% on the  unpaid balance of t h e  p r i n c i p a l  . Nationally , 
the  Percentage of housing s t a r t s  financed under FHA has run about 10 o r  11% t h e  
l a s t  s i x  years.  

Section 204 -- Authorizes federa l  grants  t o  l o c a l  housing a u t h o r i t i e s  t o  improve 
se rv ices  t o  tenants.  No funds were appropriated f o r  t h e  1969 f i s c a l  Year- 

Section 207 -- Authorizes grants  t o  publ ic  and p r i v a t e  nonprof i t  organizat ions -- 
t o  develop and demonstrate new o r  improved ways of providing housing f o r  low- 
income persons and famil ies  . Pro jec t s  a r e  t o  test new approaches i n  COnStruc- 
t ion  design and methods t o  lower construction cos t s ,  new o r  improved ways of 
r e h a b i l i t a t i o n ,  ways of increas ing home ownership, and t o  provide technical  , 

advice t o  housing spons o r s  . 
Section 221(d) (3)  -- Assists the  const ruct ion o r  r e h a b i l i t a t i o n  of moderate- 
h c ~ m e  r e n t a l  o r  cooperative housing through FHA-insured mortgage f inancing a t  
3% f o r  a term up t o  40 years .  me program is l imi ted  t o  nonprof i t  c o r p ~ r a t i o n s  
and cooperat ives,  who can get  100% mortgage f inancing,  and t o  l imi ted-prof i t  
sponsors, who can ge t  90% financing and a r e  l imi ted  t o  a 6% r e t u r n  on t h e i r  10% 
equi ty .  The program puts  limits on c o s t  and design of housing, and l i m i t s  on 
the  incomes of r en te r s .  Minneapolis has one 221(d)(3) p r o j e c t  -- t h e  360-unit 
University Towers and Town House Apartments (formerly Girard Terrace) a t  Hum- 
boldt  and Olson Highway. Two others  under const ruct ion a r e  Vi l lage  East  and 
West Apartments, each 320 u n i t s ,  a t  Franklin and 30th Avenue. S t .  Paul has two 
221(d)(3) p r o j e c t s  -- Liberty Plaza, 143 u n i t s ,  a t  Marshall and Western, and 
Hanover Apartments, 96 u n i t s ,  a t  Fu l l e r  and Farrington. 



Section 221(h) -- Authorizes nonprof i t  sponsors t o  purchase, r e h a b i l i t a t e  and 
s e l l  houses t o  moderate-income famil ies  a t  3% i n t e r e s t ,  with a $200 down-payment 

' requi red .  The 1968 Housing Act extended t h i s  program and authorized a new Section 
235(1) program t o  low-income fami l i e s ,  f o r  whom the  i n t e r e s t  r a t e  can b e  reduced 
down t o  1%. There a r e  no programs of t h i s  k ind i n  Minnesota. 

Sect ion 235 -- Assists low-income fami l i e s  i n  t h e  purchase of new housing and a 
l imi ted  amount of used housing by a subsidy t h a t  lowers t h e  mortgage i n t e r e s t  r a t e  
t o  a s  low a s  1%. The subsidy is equal  t o  the  d i f fe rence  between regular  payments 
on mortgage p r i n c i p a l ,  i n t e r e s t ,  taxes and insurance and 20% of t h e  buyer's income. 
Maximum mortgage is $20,000 f o r  a family of f i v e  o r  more requi r ing  a t  l e a s t  four 
bedrooms, and $17,500 f o r  a smal ler  home. The Minneapolis FHA o f f i c e  used up an 
al lotment of 100 homes under the  1969 f i s c a l  yea r  appropriat ion.  

Sect ion 236 -- Provides FHA-insured mortgage f inancing a t  an i n t e r e s t  rate as  low 
a s  1% f o r  a mortgage term up t o  40 years .  The program is a v a i l a b l e  t o  l imited- 
p r o f i t ,  nonprof i t  and cooperat ive housing sponsors. Tenants must pay 25% of t h e i r  
family income f o r  r en t .  The program is designed t o  se rve  famil ies  having lower 
income than under Section 221(d) (3),  but  income higher  than f o r  publ ic  housing. 
No p r o j e c t s  have been proposed i n  Minnesota. 

Sec t ion  312 -- Authorizes d i r e c t  f e d e r a l  loans  a t  3X i n t e r e s t  t o  low- and moderate- 
income owners of r e s i d e n t i a l  and business property i n  urban renewal areas  and code 
enforcement areas, and t o  owner-occupants of r e s i d e n t i a l  property i n  a reas  planned 
f o r  such a c t i v i t i e s  wi th in  a reasonable t i m e .  The loans  a r e  made t o  enable owners 
t o  b r ing  s t r u c t u r e s  up t o  code requirements. Minneapolis has approved 394 loans 
t o t a l i n g  $1,783,306 i n  t h e  Harrison, S t  . Anthony, Seward, Near ~ o r t h s i d e  and Como 
South. S t .  Paul has $74,458 i n  loans  approved o r  await ing f e d e r a l  concurrence, 
mostly i n  t h e  Phalen Park area .  ------------------- 
Model Cities -- Helps se lec ted  c i t i e s  p lan ,  administer ,  and ca r ry  out  comprehen- 
s i v e  and coordinated physical  and s o c i a l  programs t o  improve t h e  environment and 
general  welfare  of people l i v i n g  i n  slum and b l igh ted  areas .  Some $4.6 mi l l ion  
has been set as ide  f o r  a Model Cities program i n  south Minneapolis, where planning 
of t h e  program is nearing completion. S t .  Paul  is seeking funds f o r  a s i m i l a r  
program i n  the  Summit-University area .  

Neb7 Comnunities -- Encourages p r i v a t e  development of e n t i r e  new communities through 
t h e  guarantee of bonds o r  o t h e r  ob l iga t ions  issued by developers, providing t h e  
development p lan  includes a proper balance of housing f o r  f ami l i e s  of low and 
moderate income. No funds were appropriated f o r  f i s c a l  1969. 

Relocation Assistance -- Provides r e loca t ion  payments t o  f ami l i e s  and individuals  - 
displaced by urban renewal. Up t o  $200 may be paid f o r  moving cos t s  and property 
l o s s e  UP t o  $1,000 may be  made i n  r e loca t ion  adjustment payments over a 2-y-r 
period t o  assist  persons t o  r e l o c a t e  i n  s tandard  accommodations. An owner-occupant 
of r e s i d e n t i a l  property may receive  up t o  $5,000 t o  enable him t o  buy a replacement 
dwelling wi th in  one year .  Business concerns may receive  up t o  $3,000 f o r  moving 
expenses and property l o s s ,  o r  up t o  $25,000 f o r  moving expenses. 

Rent supplement -- Enables poor f ami l i e s  t o  r e n t  new and r e h a b i l i t a t e d  housing 

(over) 
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financed with t h e  a s s i s t ance  of the FHA f o r  up t o  40 years .  The r e n t  supplement 
pc~yment is the  d i f fe rence  between t h e  a c t u a l  r e n t  f o r  the  housing and 25% of t h e  
t enan t ' s  income. S t .  Cloud has t h e  only p ro jec t  i n  Minnesota, a 108-unit bu i ld ing  
sponsored by the  Archdiocese. Approval has been given f o r  a d d i t i o n a l  p r o j e c t s  i n  
Morris (89 u n i t s )  and Weaton (69 u n i t s ) .  

Rent supplements a r e  authorized f o r  low-income people who a r e  (1) e lde r ly ,  o r  
(2) handicapped, o r  (3) displaced by governmental ac t ion ,  o r  (4) occupants of 
substandard housing, o r  (5) occupants of dwellings damaged o r  destroyed by a 
n a t u r a l  d i s a s t e r .  For a tenant  t o  be e l i g i b l e ,  h i s  income cannot exceed t h e  
amount e s t ab l i shed  i n  h i s  a r e a  f o r  occupancy of low-rent public  housing. 

I n  addi t ion  t o  t h e  S t .  Cloud p ro jec t  and those  planned i n  Morris and Wheaton, 
FHA has e i g h t  con t rac t s  around the  state with Section 202 e l d e r l y  housing pro- 
j e c t s  whereby up t o  20% of the u n i t s  can be rented t o  rent-supplement r e c i p i e n t s .  

Most of the  r e n t  supplement money is supposed t o  b e  used i n  p r o j e c t s  b u i l t  under 
the  FHA market-rate 221(d)(3) program, with a smal l  por t ion  t o  b e  used f o r  u n i t s  
b u i l t  under t h e  below-market-rate 221 (d) (3) program, However, t h e  1968 Housing 
Act a l s o  author izes  payment of r e n t  supplements i n  conjunction with t h e  new 
Section 236 program. 



WORK OF THE COMMITTEE 

The Ci t izens  League has had, s ince  its founding i n  1952, a continuing i n t e r -  
e s t  i n  a rea  problems of a l l  kinds. But t h i s  study on low-income h o u s i ~ g  breaks 
with t r a d i t i o n ,  i n  a sense ,  because i t  explores a problem t h a t  focuses on a s o c i a l  
i s s u e  more than a governmental. i s s u e ,  g e t t i n g  down t o  a b a s i c  concern of a l l  peo- 
p l e  -- t he  need f o r  adequate s h e l t e r .  It is a s o c i a l  i s s u e  i n  which government 
has been Involved, of course, and one which the  committee concluded requi res  even 
g r e a t e r  involvement. 

The committee was formed e a r l y  i n  1968 following authorj.zation by the  C i t i -  
zens League Board of Direc tors ,  t h a t  i t  conduct the  following research:  

"Review t h e  e x i s t i n g  public  programs f o r  providing low-rent housing, with 
p a r t i c u l a r  a t t e n t i o n  t o  the  new programs author iz ing  the  l e a s e  and purchase of 
housing by l o c a l  publ ic  agencies. Consider what cont r ibut ion  t o  the  housing sup- 
ply might be  made by some form of nonprof i t  corporat ion,  o r  development fund, 
naking use of new federa l  programs of below-market-rate loans f o r  lower-income 
housing. Determine whether a need is l i k e l y  t o  remain, a f t e r  taking account of 
the  var ious  f e d e r a l  programs, f o r  t h e  provis icn  of  acceptable housing f o r  lower- 
income fami l i e s ;  and whether some program of housing ass i s t ance  would be f eas i -  
b l e  and d e s i r a b l e  on a s t a t e  o r  l o c a l  b a s i s .  Make recommendations f o r  ac t ion  by 
pri ,vate organiza t ions  i n t e r e s t e d  i n  housing, by t h e  publ ic  housing a u t h o r i t i e s ,  
by c i t y  councils  and by t h e  S t a t e  Legis la ture ."  

A t o t a l  of 24 Ci t izens  League members pa r t i c ipa ted  i n  t h e  de l ibe ra t ions  of 
t h i s  committee. The chairman was John F. McGrory, a s s i s t a n t  general  counsel f o r  
C a r g i l l ,  Inc. Other members were Bernard P. Becker, Ber t in  Bisbee, Don Blackman, 
Charles Clay, Charles Dayton, Cletus Dozark, Richard Faunce, Harold Fie ld ,  David 
Graven, Vigdor Grossman, Ray Har r i s ,  Marlowe Knutsen, Charles Lutz, Stanley 
Mi l l e r ,  Mrs. Fred Norton, Mrs. Joseph Richardson (co-chairman) , A r t  Roberts,  
Pe te r  Seed, M r .  and Mrs. Roger Shepard, Jr., S .  L. S t o l t e ,  James G. Thompson and 
Polfe  Worden. The committee was a s s i s t e d  by James J. Carney, Jr., Ci t izens  League 
research Associate. Wl~en i t  was f i r s t  formed, t h e  committee consisted of more 
than 80 persons, but  many of them did not  remain a s  members during the  many months 
of the  study. 

The committee m e t  27 times a s  a f u l l  comnrittee, and a s t e e r i n g  subcommittee 
he ld  11 meetings, between Apr i l  18, 1968, and Apr i l  24, 1969. A l l  meetings were 
held  i n  the  evening and l a s t e d  from 2 t o  2% hours. Minutes of meetings a t  which 
speakers appeared were made ava i l ab le  t o  a l a r g e  number of publ ic  o f f i c i a l s  and 
c i v i c  leaders  i n t e r e s t e d  i n  t h e  sub jec t  of housing. 

During the  year  of i t s  study,  the  committee received information from a num- 
b e r  of o f f i c i a l s  and o the r s  involved i n  the  publ ic  and p r i v a t e  s e c t o r s  of housing. 
They included t h e  following: 

Larry Laukka, v ice  pres ident  of marketing, Pemtom, Inc.  
Vernon Dale, d i r e c t o r  o f  management, Minlleapolis Housing and Redevelopment 

Authority. 
Arnold Skaar, in t ake  supervisor ,  Minneapolis Relief  Department. 
Richard Parker,  then housing s p e c i a l i s t  f o r  Ci t izens  Community Centers.  
Edward Helfe ld ,  executive d i r e c t o r ,  S t .  Paul Housing and Redevelopment 

Authority . 



l i a r sha l l  Anderson, d i r e c t o r  of development and management, S t .  Paul  Housing 
and Redevelopment Authoriry. 

Frank J. Gordon, d i r e c t o r  of management, St .  Paul  Housing and Redevelopment 
Author i ty  

Arno Windsor, a s s i s t a n t  v i c e  pres ident ,  mortgage department, Twin City Federal  
Savings and Loan Association. 

Harry Jensen, Jr . ,  a s s i s t a n t  v i c e  pres ident ,  mortgage f inance  department, 
Northwestern National  Bank 

E. Pe ter  G i l l e t t e ,  Jr., v i c e  pres ident ,  commercial loan deparment ,  Northwest- 
e r n  Xational  Bank 

Joseph F. Gabler, Minnesota d i r e c t o r ,  Federal  Housing Administration. 
F!arshall Hamann, chief underwriter,  Federal  Housing ~ d m i n i s t r a t i o n .  
Allan Anderson, d i r e c t o r  of housing and community development, Off ice  of Local 

and Urban A f f a i r s ,  S t a t e  Planning Agency. 
Ham.on T. Ogdahl, s t a t e  sena to r ,  chief  author of s t a t e ' s  condominium l a w .  
Robert Engstrom, v i c e  p res iden t ,  Pemtom, Inc. 
Kennon Rothchild, pres ident  of H. & Val J. Rothschild, Inc . ,  and head of 

Hanover Development Co. 
Arthur Sternberg,  board member, Liber ty  Plaza ,  Inc. 
PIrs. IIelen Starkweather, board p res iden t ,  Residents Committee f o r  Bethune 

Redevelopment. 
Galen McKibben , co-chairman of Residents Commit tee, Universi ty Towers-Town 

House Apartments (Girard Terrace).  
1-Irs. Brenda B e t t s ,  r e s i d e n t  of Girard Terrace. 
Charles Backstrom, a s soc ia te  professor ,  p o l i t i c a l  sc ience ,  Universi ty of 

Minnesota, who had a s s i s t e d  i n  a housing study i n  Washington, C *  
Richard Pchnarr, a s s i s t a n t  S t .  Paul  c i t y  a r c h i t e c t .  
Lionel K. Robinson, chief  housing inspec to r ,  Minneapolis. 
Rev. John Fischer ,  organizer  of Minnesota I n t e r f a i t h  Housing Corporation- 
Wells Hively 11, assoc ia te  p ro fessor ,  educat ional  psychology, Universi ty of 

Minnesota, who developed a p lan  f o r  encouraging p r i v a t e  investment. 
Prank Staffenson,  then supervisor ,  housing code s e c t i o n ,  St .  Paul  Bureau of 

Health. 
M r s .  Dorothy Holtz,  d i r e c t o r  of r e loca t ion ,  ~ i n n e a p o l i s  Housing and Redevelop- 

ment Authority. 
Ted Young, s t a f f  member, Urban League Housing Center, S t .  Paul*  
B. Warner Shippee, executive v i c e  p res iden t ,  Universi ty Development Coq .  
Edward J. Welsch, chairman of executive committee, Community Development 

Corporation of Greater  S t .  Paul.  
Roland Westerlund, head of s o c i a l  economics development, Metropolitan Cbuncil. 
Dr. Paul  Ellwood, executive d i r e c t o r ,  American Rehab l l i t a t ion  Foundation. 
Gordon Moe, Minneapolis c i t y  assessor .  
Donald Jacobson, d i r e c t o r  of environmental con t ro l ,  Minneapolis City Coordi- 

n a t o r ' s  Office.  

A number of members of the  C i t i zens  League committee were resource persons i n  
t h e i r  own r i g h t .  Included i n  the  membership were a housing research Consultant,  
two a r c h i t e c t s ,  a bank o f f i c i a l ,  and persons associated with r e a l  e s t a t e  develop- 
ment. 



New research from the Citizens League 

Minnesota Homestead Property Tax Review 1991 
Minnesota Managed Care Review 1991 

Two new rcsearch reports from the Citizens League provide useful objective information about two 
topics that almost everyone thinks about: property taxes and health care. Minnesota Homestead 
Property Tax Review I991 builds on the annual property tax survey done by the League for the past 25 
years. It includes data and trend analysis on ~sidential property taxes in the Twin Cities area and in 
cities around the state. 

Minnesota Managed Care Review I991 provides valuable information about Minnesota's health 
coverage marketplace, including health maintenance organizations, preferred provider arrangements, 
and Blue CrossJJ3lue Shield. The report also analyzes key vends in enrollment, self-insurance, and 
management arrangements and costs. Minnesota Managed Care Review I991 is a valuable reference 
for people who need to keep up with Minnesota's dynamic health care marketplace. 

League members can buy either report for $10.00; nonmember price is $15.00. Discounts air: available 
for multiple copy orders. To order your copies, please use the enclosed form or call the League at 
6121338-0791. 

The computer data sets developed by the kague staff in preparing its analyses are also available. The 
properly tax data set includes files of multi-year data on properly tax rates, valuations, and calculations 
of taxes on homes of different values. The managed health care files include data on health plan 
enrollment. finances, utilization, etc. The sets can be used on your PCs and Macintosh computers. 
Call the League office for details. 

School Shopper Help for Parents 
THE SCHOOL BOOK: 1990-91 

A Comprehensive Guide to Elementary Schools in the Twin Cities 

Minnesota parents who air: selecting schools now have a concise source of comparative information. 
The School Book, A Comprehensive Guide to Elementary Schools in the Twin Cities, a new 
publication from the Citizens League, profiles 449 public and private elementary schools in the 
metropolitan area. 

The book features information about each school's cuniculum, foreign languages, building and 
facilities, extracurricular activities, number of students and teachers, class size, use of technology, 
grading system, parent organizations and communications, and services such as latchkey and breakfast. 
Each school profile includes a self-description of the school's teaching philosophy and strengths. 

The School Book also includes information about what to consider when choosing a school, an 
explanation of Minnesota's school choice law, an application for the open enrollment program, and a 
Metropolitan Council map of public schools and districts in the region. You can get a copy of The 
School Book by calling the Citizens League at 6121338-0'791 or by using the enclosed order form. 
League members can buy the book for $10.00; the nonmember price is $12.95. 

Public Affairs Directory 1991 -1992 Now Available 
The Citizens League's Public Affairs Directory is a handy guide to the people and organizations in the 
public, private, and nonprofit sectors that influence and implement public policy in the state. The 
listings include metro area legislators as well as other key elected and appointed officials at many 
different levels of government. To order your copies, use the attached order form or call the League 
office. 

C 



CITIZENS LEAGUE PUBLICATIONS 

PRICE LIST 
MEMBER PRICE NON-MEMBER PRICE 

CITIZENS LEAGUE STUDY COMMITTEE REPORTS 
1st copy FRJB $10.00 
2nd - 10th $5.00 $9.00 
1 1 th and more $4.00 $ 8.00 

CITIZENS LEAGUE RESEARCH 
Minnesota Homestead Property Tax Review 1991 
Minnesota Managed Care Review 1991 
1991 - 1992 Public Affairs Directory 

1st copy $10.00 
2nd - 10th $8.00 

The School Book $10.00 

(Call for discounts on quantity orders) 

CITIZENS LEAGUE PUBLICATIONS 
ORDER COUPON 

Quantity Publication Cost  

$- 
TOTAL AMOUNT OF ORDER $- 

Name 
Address 

City, State, Zip 
Phone 

0 Make checks payable to Citizens League 
OR 

0 Charge to Visablaster Card Account # Exp. Date 
Signature 

Mail this form to: Citizens League, 708 South 3rd Street, Suite 500, Minneapolis, MN 55415 
You can FAX charge orders to 6121337-591 9 



RECENT CITIZENS LEAGUE REPORTS 

New Regional Approaches to Library Services: Long Overdue 
Large Trucks: A Small Piece of A Larger Pmblem 
Remaking the Minnesota Miracle: Facing New Fiscal Realities 
Because That's Where the Money Is: Why the Public Sector Lobbies 
Does the System Maltreat Children? 
Wiring Minnesota: New State Goals for Telecommunications 
Losing Lakes: Enjoyment of a Unique Metropolitan Resource is Threatened 
Access. Not More Mandates: A New Focus for Minnesota Health Policy 
Community: A Resource for the '90s 
The Metropolitan Council: Strengthening Its Leadership Role 
Building Tomorrow by Helping Today's Kids 
Chartered Schools = Choices for Educators + Quality for All Students 
Cut Tax Exemptions, Boost Equity and Accountability 
Stopping AIDS: An Individual Responsibility 
The Public's Courts: Making the Governor's Nominating Process Statutory 
Make the Present Airport Better-Make A New Airport Possible 
Cooperatively-Managed Schools: Teachers as Partners 
The New Weigh to Recycle 
First Class Property Tax System 
Start Right with "Right Start": A Health Plan for Minnesota's Uninsured 
New Destinations for Transit 
Commitment to Focus: More of Both 
State Civil Service: People Make the Difference 
It's Only a Game: A Lottery in Minnesota 
Adaptability -- The New Mission for Vocational Education 
A Strategy for the Waterbelt 
Power to the Process: Making Minnesota's Legislature Work Better 
Amuntabiity for the Development Dollar 
Building on Strength: A Competitive Minnesota Economic Strategy 
A Larger Vision for Small Scale Agriculture 
The Metro Council: Narrowing the Agenda and Raising the Stakes 
The Region's Infrastructure: The Problem Isn't What You Think It Is 
Meeting the Crisis in Institutional Care: Toward Better Choices, Financing and Results 
A Farewell to Welfare 
Homegrown Services: The Neighborhood Oppomnity 
Use Road Revenue for the Roads That Are Used 
Workers' Compensation Reform: Get the Employees Back on the Job 
Thought Before Action: Understanding and Reforming Minnesota's Fiscal System 
The CL in the Mid-80s 
Making Better Use of Existing Housing: A Rental Housing Strategy for the 1980s 
Rebuilding Education to Make It Work 
A Positive Alternative: Redesigning Public Service Delivery 
Paying Attention to the Difference in Prices: A Health Care Cost Strategy for the 1980s 
A Subregional Solution to the East Metro Park Question 
Taxis: Solutions in the City; a New Future in the Suburbs 
Keeping the Waste Out of Waste 
Changing Communications: Will the Twin Cities Lead or Follow? 
Siting of Major Controversial Facilities 
Enlarging Our Capacity to Adapt: Issues of the '80s 
Next Steps in the Evolution of Chemical Dependency Care in Minnesota 
Linking a Commitment to Desepgation with Choices for Quality Schools 
Initiative and Referendum ..." NO" for Minnesota 

For titles and availability of earlier reporcs contact the Citizens League oflce, 3384791 



RECENT CITIZENS LEAGUE STATEMENTS 

Light Rail Transit: The Regional Transit Board's Proposal to the 1991 Minnesota Legislatu 
Letter to Legislature from Community Infornation Committee re: 

Financing at the University of Minnesota 
Statement on Changing the Fiscal Disparities Law 
Statement to the Governor & Legislature on Transportation Financing in 1988 
Statement to Legislative Commission re: Road Financing 
Statement to University of Minnesota Regents re: Commitment to Focus 
Statement to Governor and Legislature on Innovation and Cost Control 
Selection of a New State Commissioner of Transportation 
Letter to Regional Transit Board re: Metro Mobility Price Competition Ideas 
Testimony to Legislature on Bloomington Stadium Site Bill 
Letter to Regional Transit Board re: Policy Committee's Study of Metro Mobility 
Statement to House Tax Subcommittee on Fiscal Disparities 
Statement to Legislature on Preserving Metropolitan Tax-Base Sharing 
Statement to Legislature & Metro Council on Bloomington Development Proposal 
Statement to Metropolitan Council on Organized Collection of Solid Waste 
Statement to Metropolitan Council on Long-Tern Care 
Statement on Transit Alternatives 
Statement on Solid Waste Disposal 
Statement to Tax Study Commission 
Statement on Light Rail Transit 
Statement to Legislative Study Committee on Metropolitan Transit 
Statement to Governor's Tax Study Commission 
Statement to Minnesota's Highway Study Commission 
Statement on the Metropolitan Council's Proposed Interim Economic Policies 
Statement to Minneapolis. Charter Commission: Proposal to have Mayor as 

non-voting member of Council 
Statement to Metropolitan Council & Richard P. Braun, Commissioner of 

Transportation on Preferential Treatment in I-35W Expansion 
Statement to Members, Steering Committee on Southwest-University 

Avenue Conidor Study 
Statement to Commission on the Future of Post-Secondary Education in Minnesota 
Statement to the Metropolitan Health Board 
Appeal to the Legislature and the Governor 
Citizens League Opposes Unfunded Shifts to Balance Budget 
Longer-Tern Spending Issues Which the Governor and Legislature Should Face in 1982 
Statement Concerning Alternatives to Solid Waste Flow Control 
Amicus Curiae Brief in Fiscal Disparities Case,filed 
Statement to the Minnesota State Legislature Regarding the Reconstruction Project 
Letter to the Joint Legislative Commission on Metropolitan Governance 
Statement to Metropolitan Health Board on Phase IV Report 
Statement to Metropolitan Council on I-35E 
Statement to Minneapolis Charter Commission 
Letter to Metropolitan Council re CL Recommendations on 1-394 
Statement to the Governor and Legislature as They Prepare for a Special Session 
Statement to the Minnesota State Legislature Regarding the 

University of Minnesota Hospitals Reconstruction Bill, as amended 
Statement to the Governor and Legislature Concerning Expenditures- 

Taxation for 1981-83. Issues by Tax & Finance Task Fom 

For list of earlier statements, contact the League ofice, 338-0791 



WHAT THE CITIZENS LEAGUE IS 

The Citizens League has been an active and effective public affairs research and education organization 
in the Twin Cities metropolitan area since 1952, 

Volunteer research committees of League members study policy issues in depth and develop 
informational reports that propose specific workable solutions to public issues. Recommendations in 
these repom often become law. 

Over the years, League reports have been a reliable source of information for governmental officials, 
community leaders, and citizens concerned with public policy issues of our area. 

The League depends upon the support of individual members and contributions from businesses, 
foundations, and other organizations throughout the metropolitan area. For membership itg?ormatwn, 
please call 6121338-0791. 
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Citizens League 708 South 3rd Street, Suite 500 
Minneapolis, Minnesota 55415 
612,1338-0791 

MEMBERSHIP APPLICATION 

Name Home Phone 

Address 

City State Zip 

Employer Work Phone 

Position FAX # 

Employer's Address 
Send Mail to: O Home O Office 
*Spouse Information 

I will join at this level: 
DONOR $1,000 or more 0 
SUSTAINING $500 - 999 n 
CONTRIBUTING $75 - 199 O 
*FAMILY $50 0 
INDIVIDUAL $35 CI 
FULL-TIME STUDENT $20 0 
BUSINESS $150 O 

Referred by: 

Membership is tax-deductible and includes a 
one-year subscription to the Minnesota Journal 

*Family membership entitles you to a second Minnesota 
Jownal. Please indicate the name and address of the 

Name recipient. 

Employer 

Position Work phone 

Work Address 

Join the Citizens League and help make things happen 
IMPACT Being a member of the Citizens League means you care about what happens in Minne- 

sota and believe that good public policy depends upon an informed citizenry. League 
members can join citizen research committees that help to shape public policy. Member- 
ship also offers these additional benefits: 

PUBLICATIONS Minnesota Journal - 22 issues a year of timely public affairs news, analysis and 
commentary, including the League's annual property tax survey. 

Minnesota M a ~ g e d  Care Review 1991 -- Important information and analysis for 
people working in Minnesota's dynamic health care marketplace. 

Minnesota Homestead Property Tax Review 1991 -- The League's annual analysis of 
residential property taxes in the Twin Cities area and other Minnesota cities. 

Public Affairs Directory - a handy listing of agencies, organizations and officials 
involved in making and implementing public policy. 

The School Book - a comprehensive guide to elementary schools in the Twin Cities. 

Citizens League reports - full reports and statements on topics studied - free copies 
are a benefit of membership. 

MEETINGS Mind-Opener breakfast meetings - every Tuesday from Labor Day to Memorial Day, 
public officials, community and business leaders discuss and debate timely issues. 


