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News In Brief

Bomb Inj

BRADY, Tex., June 8 (® — An
automobile bomb booby trap to-|
day critically wounded an attor-
ney whose testimony helped send
a high state official to prison i
Texas’ spectacular GI land scan
dals.

and was wired to the ignition.

McCollum was expected to be a
key witness again—against B. R.
Sheffield, Brady land promoter
indicted on 40 counts of theft, con-
spiracy and forgery and similar
charges stemming from the vet-
erans land program.

The dashboard and steering
wheel slammed into McCollum,
pinning him in the car, Firemen
freed him.

The veterans land program in-
volves 100 million dollars,

nder the program, GI's are
helped by the state to purchase
arm and ranch land-at small
own payment, low interest rates
and long terms.







.. I must clallenge, in all courtesy,
the statement you made to the effect
that the federal government “ouaran-
tees” savings deposits in building and
loan associations. . . . There are-two
errors in this statement. (1) These are
not savings accounts, as in a bank; they
are purchases of stock in a (m‘poration.
The pur(huser becomes a Ppartner, not
a creditor. (2) The s()-(‘znllc;d deposits
are not guaranteed by the federal gov-
ernment; they are insured by an in-
corporn[cd agency. This insurance, sO-
called, is unlike conventional insurance
for it becomes effective only in the
event of complete and total failure.
There is no legal right of redempti(m,
no ‘‘guarantee” nor €ven insurance for
dividends, and the "depositor," or pur-
chaser of shares, may not withdraw or
redeem his shares as his legal right.
The Association may defer payment,
refuse dividends, at its pleasure or
leisure, and such deferment does not
cause the insurance to fall into force.
Joun B. SHOBER
New Orleans, La.
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NEWS

Plastics maker quits housing because codes delay use of foam panel

Fort WAYNE, IND. — Koppers Inc. has
scrapped the most ambitious effort yet by a
plastics producer to use plastics in housing.

The Pittsburgh-based company sold Gen-
eral Homes of Fort Wayne to a group of
local investors who hope to lease the plant
to another contractor for prefabbing houses
with conventional wood-stud framing.

The sale ends Koppers’ 24 -year effort to
sell prefabs built with its foam-core wall
panels. When Koppers bought General in
November 1961, it converted all General
models to the plastic panels.

But General President William B. F. Hall
says sales were disappointing because of
“unforeseen delays in obtaining approval of
the homes by local building officials.” The
slow sales never let General reach the vol-
ume it needed to operate panel-production
machinery profitably.

Three months ago Hall explained the
difficulty to House & HoME: “We haven’t
had any turndowns but you have to work
with each city separately and this delays
the work. One of the crying needs is for
one central place for product approval.”

It still is, says Hall, and if a uniform
building code ever becomes effective, Kop-
pers may resume its foam core pioneering.

Second experimenter cuts back. In Ak-
ron aluminum fabricator Alside Inc. has
trimmed operations of its Alside Homes
Division to stem a tide of red ink.

Alside introduced a pioneering aluminum
and plastic paneled house three years ago
(s&H, Sept. '61). When the company

opened design centers in Akron and De-
troit last year (H&H, Oct.), crowds waited
over an hour to troop through models
priced from $15,500 to $40,000.

But sales never approached the 50,000-

yearly clip expected, and Alside Homes lost
$2,450,913 in the half-year ending last

Atrium house will promote
manufactured homes

WAsHINGTON—Designed to improve the image of
prefabrication among both builders and consum-
ers, the 1,728-sq. ft. atrium house above will
be built by the Home Manufacturers Assn. this
fall in Washington, D.C.

Architect Robert Martin Engelbrecht designed
the house for any possible site: because it looks
inward to its atrium garden as well as outward,
it could fit on the narrowest of lots and still
give the owner a sense of privacy.

HMA member companies are expected to build
duplicates of the atrium house in their own
marketing areas after the Washington house has
opened.

March, cutting heavily into the parent com-
pany’s profits from aluminum siding and
gutters.

Alside has now closed the display cen-
ters and ceased taking orders from cus-
tomers directly. But it will continue to ac-
cept orders from its dealers in other cities.

]
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FHA softens enforcement of new apartment rules, widens experimental plan

WASHINGTON—FHA has told its district
offices to be liberal in applying the new
apartment minimum property standards
which became effective July 1.

Building organizations—especially NAHB
and the fledgling Urban Renewal Depart-
ment of Action—were concerned that the
new rules (H&H, Dec.) might boost:apart-
ment costs unduly. Some feared the rules
would hit hardest at townhouses by requir-
ing heavy fire walls.

FHA is asking that variances involving
health and safety be referred to Washing-
ton, but says that other variances can be
made by district directors. Both NAHB and
URDOA have asked FHA to change dozens of
specific items in the mps.

Experimental remodeling. FHA is trying
to pump new life into its moribund Sec. 233.
The program was originally set up to in-
sure new housing that incorporated hitherto-
untried products or technology; now a new
rule allows remodeling jobs of an experi-
mental nature also to be insured under 233.
FHA’s insuring formula: the sum of 1) the
cost of the property before renovating and
2) either the experimental fixup cost or the
estimated conventional fixup cost, which-
ever is smaller.

AUGUST 1964

-

The new rule stems from the fact that
Sec. 233 has not gotten off the ground in
the three years since it was written. One
reason: materials producers and research-
ers who wanted to make in-service tests of
new products had to build a complete
house to do so. Another reason: manufac-

turers couldn’t cgs up with enough new
e

1%t

WASHINGTON—The Tax Court has ruled
that homebuilders’ taxable income includes
profits posted with mortgage lenders as ex-
tra security for buyers’ loans.

Builders have been using such collateral
pledges for years to aid sales by reducing
down payments. And this use of pledges
received a boost this year when a mate-
rials producer, Certain-teed, offered to lend
builders part of the money deposited with
the lender (NEws, Feb.) so they could
offer conventional mortgages up to 95%.

The Tax Court held out hope that in the
future Congress would change tax laws to
let builders claim the pledges as tax de-
ductible additions to bad-debt reserves.

Another tax item: the Internal Revenue
Service has issued an advisory opinion that

vV

ideas to get FHA approval. To date, just six
experimental loans have been insured un-
der 233; even NAHB’s research house in
Rockville, Md. (H&H, Nov., '63), which
started out under 233, wound up with con-
ventional financing. FHA brass hopes that
the rule, by permitting insurance of less
ambitious test projects, will spur activity.

s: collateral pledge no longer exempt

builders and other property owners may de-
duct the value of scenic easements from
taxable income. The opinion, which lacks
the full force of a tax ruling, stems from
a controversial scenic easement which
halted building of a high-rise apartment at
Merrywood, Mrs. Jacqueline Kennedy’s
girlhood home (NEws, Jan.). The Merry-
wood scenic easement limits building
heights to 40’. A federal court will set the
easement’s value this fall (some experts say
the value in similar urban areas could be
$2,500 an acre).

1Rs is under pressure from Congress to
publish the ruling to give it official status.
The final ruling probably will require build-
ers to reduce the book value of their land
before they can benefit.

13




Could
you do this
with any other
jamb liner

Flex any other window jamb liner this
way and it will probably break, split
down the middle, or remain distorted
and useless. This one snaps back
into shape because it’s made of rigid
Geon vinyl, the material difference in
building.

You’ll be seeing Geon vinyl in more
and more building products. New ones
are coming out almost daily. Vinyl
house siding resists denting, won't

splinter, virtually eliminates the need
for painting. Vinyl drain/waste/vent
piping resists corrosion, is light in
weight, looks better on the job.
Indications are that rigid Geon vinyl
givesbuilding products manufacturers
achance to make productsthat enable
builders to gain a breakthrough in
installationtechniques. Thejambliner
shown above, for example, is used on
Andersen Narroline Windows because

and

have it
snap back
like this

?

it holds its shape, lets windows open
and close more easily, minimizes
maintenance.

Ask your custom processor how
rigid Geon vinyl can make a better
product or component for you. Or
write B.F.Goodrich Chemical Com-
pany, Dept. EN-8, 3135
Euclid Ave., Cleveland, Geo'n‘ E*,"S;;g;;ﬁu
Ohio 44115. In Canada: Bl
Kitchener, Ontario.

By BEGoodrich Chemical

a division of The B F Goodrich Company

HOUSE & HOME




Finance Minister George C. Nowlan
proposes an economic planning agency.

terials industries—iron ore, alumi-
num, crude petroleum, natural gas,
lumber, and wood pulp. Along with
aircraft—mainly the CL-44 transport
made by Canadair, Ltd., a subsidi-
ary of General Dynamics Corp. in
Montreal—these industries will ac-
count for about 80% of the country’s
export gains for 1962.

But particularly pleasing to Cana-
dians is the other 20%—increased
exports by the secondary manufac-
turing industries that Canada hopes
will benefit most from its new eco-
nomic policies. Canadians point to
their steel industry, which recently
has been operating at 92%. For the
first time this year, Canada is ex-
porting more steel than it is import-
ing, thanks to lower export prices
from devaluation.

Government economists expect ex-
ports to increase by only 2% to 3%
next year. But this estimate could
prove too low, because of some re-
cent developments. Negotiations late
this month indicate that wheat sales
to Red China will continue high, at
least through the first half, and the
U.S. is increasing Canada’s crude
oil quota by 7% to 8% for the first
six months of the year.

With exports growing only slowly,
Canada hopes to make major gains
next year by substituting made-in-
Canada goods for imports wherever
possible. Because of this year’s big
gain in income, imports have risen
faster than exports. But Canada’s
Trade & Commerce Dept. has un-
dertaken a massive campaign to get
companies to switch to domestic
sources of supply—a campaign
whose major props are the “tem-
porary” 5% to 15% tariff surcharges
on a wide range of imports, which

BUSINESS WEEK December 29, 1962

seem likely to stay on at least
through next year.

l1l. Paring the deficit

Now, economists are predicting
that Canada will be able to hold its
balance-of-payments  deficit next
year to $600-million, a major feat
for a country that has been saddled
with a deficit of $1-billion or more
for the past seven years.

This almost assures that the dol-
lar will be stronger next year. This
prospect could free the government
from the austerity pledge it made
during last June’s exchange crisis
in return for loans from the Interna-
tional Monetary Fund, the New York
Federal Reserve Bank, and the Bank
of England.

Canada has not yet formally aban-
doned its austerity program, but all
signs point in that direction. Last
month, the Bank of Canada cut its
Bank rediscount rate from 6% to
4%, and this month the government
ended the wage freeze for civil serv-
ants. And with an election coming
next year, economists expect govern-
ment spending to resume its rise.

Capital spending. The impact of
this gain will be reinforced by in-
creased capital spending. Prelimi-
nary soundings indicate that capital
spending will rise about 5% next
year. By contrast, the McGraw-Hill
Dept. of Economics survey indicates
only a 3% rise in the U.S.

This comparatively rosy prospect
reflects the improvement in com-
pany profits. Because Canadian raw
material producers set their prices
for world markets in U.S. dollars,
devaluation has increased their take
in devalued Canadian dollars. But,
because they incur most of their ex-
penses in devalued Canadian dol-
lars, costs haven’t gone up by much.
This, combined with improved op-
erating rates, has boosted profits.

Not out of the woods. As in thea

U.S., government statistics on prof-
its are slow to come in. But the 20%
rise in profits for the first half of
1962 over the same period of 1961
indicates a boomlet. J. R. Timmins &
Co., a leading Canadian investment
broker, estimates that dividends this
year will hit $914-million, up 10%
from last year. :

But Canada is still far from being
out of the woods. In the long run,
the country is going to have to find
a way to live with both the Common
Market and the new U.S. trade
policy. Mesmerized by the success
of the devaluation, Ottawa doesn’t
seem worried about these problems
now. If Canada is to hold its hard-
won gains, they must again be
moved to the top of the agenda. End
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JAPANESE SECURITIES

YAMAICHI

SECURITIES COMPANY
OF NEW YORK, INC.

serving
Institutional Investors
and Brokers

affiliate of

YAMAICHI SECURITIES CO., LTD.

TOKYO JAPAN

111 Broadway,
New York 6, N. Y.
COrtlandt 7-5900

CANADA
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Now, with one check, corporations can place

$1,000,000 in savings accounts and earn from 4% % to 4.8% — fully insured.

Where? With the first savings and
loan organization ever to attain a bil-
lion dollars in assets.

The Great Western Financial
Group is composed of seven insured
California savings and loan associa-
tions. Each is an established leader
in its own community. Each has a
perfect record in the disbursement of
savings funds.

Growing with California, the seven
members of the Great Western Finan-
cial Group offer you a current annual
rate from 43 % to 4.8% — paid or
compounded four times a year. And
funds received or postmarked by the
10th of the month earn from the first.

What’s more, this high rate can be
obtained with insured safety. Savings
accounts at each member association
are insured to $10,000 per account
by the Federal Savings and Loan

GREAT WESTERN SAVINGS, LOS ANGELES, CALIF. FOUNDED 1925

Insurance Corporation (FSLIC), an
agency of the U.S. Government. This
means, for example, that if four or

more corporate officers are designated

as trustees, a different combination of

one or more names on each account

can result in the establishment of a

SANTA ANA SAVINGS, SANTA ANA, CALIF. FOUNDED 1923
SAN LUIS OBISPO, CALIF. FOUNDED 1927 FIRST SAVINGS, OAKLAND, CALIF. FOUNDED 1927

Eufﬁcient number of fully insured ac-
ounts in each association to total up
to $1,000,000, or more.

And it doesn’t end there.

The same insured protection can
also be secured on personal accounts.
And through a combination of indi-
vidual, joint, and simple trust ac-
counts, a family of three can maintain
insured baTafices of almost $ 1-million.

Finally, you can make your invest-
ment with a minimum of fuss and
bother. No matter what the amount,
to earn from 434 % to 4.8% on your
fully insured corporate or personal

BAKERSFIELD SAVINGS, BAKERSFIELD, CALIF. FOUNDED 1948
GUARANTY SAVINGS, SAN JOSE, CALIF. FOUNDED 1919 WEST COAST SAVINGS, SACRAMENTO, CALIF. FOUNDED 1952

funds write just one check to: John
F. Marten, Attorney-in-Fact.

Mr. Marten (President of the
Great Western Financial Corpora-
tion*), who has been named Attor-
ney-in-Fact by the seven associations,
will supervise all details in their
behalf, and distribute funds among
the seven according to your wishes.

Or you can make checks payable
to individual associations in whatever
amounts you wish, mailing in one
envelope to: John F. Marten, Attor-
ney-in-Fact, Department 701, 4401
Crenshaw Blvd., Los Angeles 43,
California. For further information
on the FSLIC insurance provisions,
and financial data on the Great West-
ern Group, either write to the above

address or call Area PO
Code 213, AXmin- (imug) St
ster 5-6691. RS %,‘I,I'Ld’

CENTRAL SAVINGS,

*Great Western Financial Corporation (NYSE symbol: GWF) is the parent company of the seven associations above, with consolidated assets of more than one billion dollars




new

savings/investment
opportunity

earn 4‘%%- insured to #110,000

with one-check convenience

Financial Federation, a group of 11
California savings and loan associa-
tions, now makes it possible for you to
earn a 4% % return (current minimum
annual rate) on as much as $110,000...
with the entire amount insured by the
Federal Savings and Loan Insurance
Corporation.

Mail one check directly to Financial
Federation...funds will be placed with

one or more Federation members listed
below. Up to $10,000 insured with each
association permits total of $110,000
insured under one account name. OR,
make checks payable to associations in
amounts you wish and mail one envelope
to Financial Federation. Add to or
withdraw from individual accounts with
convenient flexibility. Funds received
by 10th of any month earn from 1st.

For more details, write for Financial Federation’s Savings /Investment Portfolio.

Atlantic Savings, Los Angeles « Coachella Valley Savings, Palm Springs « Community
Savings, Compton « La Ballona Savings, Culver City - Lassen Savings, Chico « Midvalley {;}
Savings, Marysville « Palomar Savings, Escondido « Prudential Savings, San Gabriel «
Sequoia Savings, Fresno « Sierra Savings, San Bernardino - Silver Gate Savings, San Diego

All above associations are members of the Federal Home Loan Bank System with accounts insured
by the Federal Savings and Loan Insurance Corporation.

Combined Assets over $370 Million

i

FINANCIAL FEDERATION, inc.

DEPT. 1101, 615 SO. FLOWER ST. (AT WILSHIRE) LOS ANGELES 17, CALIF.

"ot
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Associated Press
RADE IN SPANISH CIviL WAR, 1936
long pontoon of lies.

revolution. Neither state—of dukes and
campesinos, or grand dukes and muzhiks
—had made any real step toward the
compromise between feudal past and in-
dustrial present that other European na-
tions had made in the centuries since the
Renaissance. Spain, like Russia, was un-
governable. At the onset of Franco’s re-
volt against the Republican government,
there were more than a million anarchists
in Spain. In theory, anarchism is arguable,
but in practice it is unworkable. In his
total pacifism and good will to all, the
anarchist becomes a murderer: Dostoev-
sky would have felt quite at home in
Spain.

But apart from the madmen of the
anarchist left, there were the dreamers of
the right who had made no gesture to-
wards the modern world since the In-
quisition condemned slavery more than
three centuries ago. Politics being the art
of the possible, politics was impossible to
the quixotic impossibilists of Spain—
whether right or left. ;

many readers will draw the

sion from Historian Thomas’

that if the Madrid-Barcelona repul¥ic had
beaten Franco. it would have been as a
Communist or “people’s” republic.

Franco, on the other hand, as the ap
parent international winner, gained onl
limited victory. During the war, the slo-
gans of his lunatic fringe—“Long Live
Death!” and “Down with Intelligence!”
—made him sound as crazy as the an-
archists. But he eventually made himself
the master of his own extremists. His
regime today, clerical and authoritarian,
lacks the more demonic and dynamic
features of fascism. Yet in the long run,
there is no doubt that Franco lost the
propaganda war; even today, there are
those who see the Civil War in simple
terms as a battle between democracy and
fascism, good and evil. “The Spanish
War,” says Historian Thomas with de-
tached irony, “appeared as a ‘just war,
as civil wars do to intellectuals, since
they lack the apparent vulgarity of na-
tional conflicts . . . It looked, at least
at first, when all the parties of the Left
seemed to be cooperating, as the great
moment of hope for an entire generation.”
In short, it was the greatest coup in the
history of the whole united-front swindle,
which persistently sought to identify de-
mocracy with Communism.

Slogans & Doublethink. Spain’s bloody
ground became a moral gymnasium for
all the liberals of the West; theirs is by
now a depressing record of human illu-
sion and disillusion. On the level of

69
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"INSURED SAVINGS

=\ s FREE

TRAVEL ALARM
CLOCK

When you open an account of $2,000 or more,
or add $2,000 or more to your present account.
(or SEND FOR FREE FOLDER of sterling silver
gifts for new savings of $1,000 or more)
OPEN YOUR ACCOUNT NOW
SAVE BY MAIL « AIR POSTAGE
PAID BOTH WAYS
* Each account insured to $10,000 by the Fed-
eral Savings and Loan Insurance Corporation
* Resources, $265 million * Founded 1920
* Reserves over $23 million, more than TWICE
Federal requirements xLegal for corporate
pension, trust, church and credit funds
% Funds received er postmarked by the 10th
earn interest from the Ist of the month

Current I
Rate § BAVINGS ;
Interest g INSURED 2
Paid or
Compounded
Quarterly

Mail Check or Request Financial Statement

AMERICAN
SAVINGS

AND LOAN ASSOCIATION

SPECIAL MAIL DIVISION, DEPT.205
210 E. PHILADELPHIA ST., WHITTIER, CALIF.
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(Chartered Life Underwr
sentatives have earned tl
why a remarkable numb
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Mutual Benefit Life as ¢/
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MUTUAL BE
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SAFE SINCE 1887

Current Annual
Rate

Founded in 1887, oldest in Los Angeles
County, this $90,000,000 Association offers
unsurpassed income and safety for individ-
ual, corporation and organization funds. Air
postage paid both ways. Accounts insured
to $10,000 by Federal Savings and Loan In-
surance Corp. Interest compounded quarterly
and paid to date of withdrawal on Full Paid
Certificate funds (multiples of $100) remain-
ing 6 months or longer. Send check or ask
for illustrated folder.

1 Enclosed find check $____ i
[] Please airmail illustrated brochure

Name _ et
Address.
Gty -~ - Jopne . =State.

SOUTHERN CALIFORNIA

SAVINGS

and Loan Association

B Fifth at Olive, Los Angeles 13-S, Calif.
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SAVINGS

CURRENT ANNUAL
RATE

FREE

Nationally advertised G.E.
Telechron Alarm Clock for new
savings of $1,000 or more.
(Or send for folder listing
other FREE gifts.)

ACT NOW. Offer good limited time only.

* Resources over $% billion dollars—largest
association in Northern California % Reserves
over $22 million, 30 times larger than national
average, over double legal requirements

* Accounts insured to $10,000 by F.S.L.1.C.,
permanent U.S. Government agency,
Washington, D.C. * Over 100,000 individuals,
corporations, trusts and organizations save
with us % For over three-quarters of a century,
not one of our accounts has ever lost a penny

* Funds postmarked by 10th earn from Ist

Air postage paid hoth ways
Open your account now — mail check to:

PIONEER INVESTORS
“iss.  SAVINGS

& Loan Association

Dept. P-22, 1701 Noriega, San Francisco, California

GIFT UNAVAILABLE 5. F. BAY AREA (Home Office: San Jose)

MEMBER FEDERAL HOME LOAN BANK

TWM
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HOME, SWEET HOME: Kennedy's $6.1 Billion Housing Bill

By a vote of 235-178, the Housé last week whipped
through the Kennedy Administration’s vast housing
bill. Already passed by the Senate, the program this
week goes to a House-Senate conference, which is
expected to reconcile minor differences between the
two versions. By far the home-sweet-homiest bill in
history, the Administration’s program adds up to some
$6.1 billion in loans and grants to be spent mainly
during the next five years. Built upon a questionable
foundation, Kennedy’s housing bill is honeycombed
like a Victorian mansion with baffling passageways—
but it also possesses the political advantages of having
enough room for everyone. What the bill provides:

New Mortgage Plan. The most controversial section of
the House bill would allow the Federal Housing Administra-
tion to insure private 33-year mortgages on houses worth up
to $15,000 with only a 39 down payment. The version pre-
viously passed by the Senate required a slightly higher down
payment, with mortgages to run for 40 years. Real estate
boards and private moneylenders charged that the length of
the loans would dry up mortgage funds, pointed out that
owners would build up equity painfully slowly on 35- or 4o0-
year mortgages.

Urban Renewal. The House bill would spend $2 billion,
as against the Senate’s $2.5 billion, during the next four years
to help cities rebuild blighted areas. Cities would buy up
decaying sections, raze the buildings and attract private
buyers for the land by selling it at a loss. In turn, the Fed-
eral Government would reimburse the cities for their losses.
Cities with populations under 50,000 would get back three-
fourths of their costs; bigger cities would get back two-thirds.

Low-Income Housing. The Public Housing Administration
would subsidize construction of 100,000 apartments for
families with incomes below $4,000, giving priority to per-
sons displaced by the urban renewal program. The units
would actually be built by local housing authorities. PHA
would either finance the project directly or guarantee a
loan. Once the apartments were up, PHA would pay the
difference between operating cost and rental income.

Housing for the Aged. To encourage cities to admit elderly
persons to public housing units, the Public Housing Admin-
istration would pay local agencies a bonus of $120 a year for
every apartment occupied by persons 6o years old or older.
What is more, the House bill adds $10o million to the cur-
rent fund of $50 million for s0-year, low-interest loans (pres-
ent rate: 319 ) to nonprofit corporations that build units
for the elderly.

Moderate-Income Housing. To erect apartments for fam-
ilies too well off for low-rent public housing but too poor to
own houses, FHA would insure 1009, 40-year, low-interest
loans to limited and nonprofit groups. Private builders bit-
terly complain that the program will let FHA subsidize
housing for an income group that can pay its own way. Un-
der the program, charge its critics, housing authorities can
build two-bedroom apartments to rent for as little as $g0 a
month—approximately $20 a month under the current
market.

Home Improvement. To help owners fix up single- and
multi-family dwellings, FHA would insure private loans up
to $10,000 for 20 years, limited to 6% interest. Beyond that,
FHA could waive any security requirements on the loan.
This greatly expanded program supplements the current
FHA home-improvement plan that insures private loans
up to $3,500 for as long as 61 months at interest rates now
running about 9.4%.

College & Hospital Housing. To erect housing for interns,
student nurses, college students and faculty members, the
House bill would earmark $1.2 billion during the next four
years for low-interest, long-term *(up to 5o years) loans to
colleges, universities and hospitals.

Veterans' Housing. During the next five years, $1.2 bil-
lion would go into the federal fund for direct loans to vet-
erans who cannot get mortgages from private lenders.

Financing. Even the most sanguine backers of the Admin-
istration’s housing bill recognize the cold fact that private
lenders will be reluctant to tie up funds for as long as 40
years in the controversial home-mortgage plan, or to lend
money at below-market rates for home improvements and
for housing for moderate-income and elderly persons. To en-
courage the money to flow, the Federal National Mortgage
Association can buy up the loans from private lenders, there-
by giving the lender a quick profit. The bill boosts the
mortgage-buying fund of FNMA (popularly known as “Fan-
ny May” in the trade) from $9s50 million to $1.7 billion.

Kennedy’s program should help the lagging housing in-
dustry shake off the aftereffects of the recession (see Busi-
NESS). But critics are justifiably fearful of the program’s
long-term effects, charge that the bill makes the Federal
Government a sort of benevolent landlord for nearly everyone
in the nation, including many who do not need federal help.
What is more, many builders predict that the bill will spawn
hordes of cheap, row-on-row housing developments that will
be ramshackle eyesores long before they are ever paid for.
But the main attack against the bill is the charge that it
is an open-armed invitation to inflation.
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sion. But Castro upped his demands, in-
sisted on $28 million worth of tractors,
and imposed other impossible require-
ments. The negotiators returned to the
U.S., consulted with committee leaders,
who last week sent Castro an ultimatum:
either accept the committee’s original of-
fer—or else.

Fidel Castro, who had already milked
the whole business for far more than it
was worth in propaganda value, refused
to come down on his latest demands, sent
a ten-man prisoner detail back to the U.S.
to negotiate some more. He blamed the
committee for trying “to confuse North
American public opinion and the prison-
ers’ own relatives.” By that time, even
the Tractors-for-Freedom Committee had
had enough. It declined to enter into
further negotiations. The sputtering trac-
tor deal coughed and—hopefully—died.

vi L1458

For Those at Home

There is nothing particularly wrong
with U.S.-Japanese relations these days.
Thus there was nothing urgent about last
week’s visit to Washington of Japan's
brusque, imperturbable Prime Minister
Hayato Ikeda. He came to the U.S. most-
ly to score points at home, where, as is
often the case with Japanese Prime Min-
isters, he is not very popular.

Ikeda, a stocky man with a hoarse voice
who recovered from a near-fatal skin dis-
ease in the 1930s, proved highly durable
on the Washington ceremonial circuit. He
chatted, via interpreter, with President
Kennedy at the White House, made a hit
at a stag luncheon given by Vice President
Johnson by expressing, with deep feeling,
Japan's appreciation for U.S. financial aid.
Tkeda spent an afternoon in discussions
with Rusk and aides in the State De-
partment, and he and his pretty kimono-
clad wife Mitsue and three daughters
were guests at a Japan-America Society
reception.

Polite Phrases. Next morning he
splashed through a downpour without
raincoat to lay white gladioli and yellow
chrysanthemums at the Tomb of the Un-
known Soldier, then sat next to former
President Dwight Eisenhower at a White
House luncheon. Back in the rain, he

TIME, JUNE 30, 1961
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PriME MINISTER IKEDA & FAMILY®*
"You have to know the world."

trade relations between the U.S. and Ja-
pan. Such assurances can only be ap-
plauded in Japan, where, despite the noise
raised by frequently rioting leftists, ma-
jority sentiment is still heavily pro-Amer-
ican and anti-Communist.

Delicate Position. But on a few ques-
tions, Ikeda remained noncommittal, in
recognition of his delicate political posi-
tion at home. He hinted that Japan would
not embrace a resumption of nuclear test-
ing by the U.S. And he offered a classi-
cally inconclusive statement about the
admission of Communist China to the
U.N.: “To keep 600 million people out
of the United Nations is unrealistic and
unnatural, and contrary to the principles
of universality of the United Nations. We
have a treaty with Taiwan, and an ami-
cable and profitable relationship. There is
a question of your public opinion, their
public opinion and ties, and ours. You
have to know the world situation before
reaching a decision.”

Two Chinas

When the 16th U.N. General Assembly
convenes this autumn, an immediate prob-
lem will be one that has popped up every
year since 1950: whether to admit Red
China to membership or, indeed, whether

Associated Press

was formally presented (to accept would
be to acknowledge Nationalist China).
Once they did, responsibility for Red
China’s not being in the U.N. would rest
with Peking.

THE CONGRESS
New Mood, Hard Road

The passage of President Kennedy’s
sprawling housing bill (see box next page)
may well have been the Administration’s
last major victory in the 87th Congress,
first session.

In his first few months in office, the
President did pretty well on Capitol Hill:
he got through his proposals for a mini-
mum wage increase, aid to depressed areas,
and the creation of 73 new federal judge-
ships. But in recent weeks his foreign
policy failures have taught Congressmen
that the President is far from infallible—
and that they can vote against him with-
out incurring too much wrath from the
folks back home. Last week 18 Demo-

% From left: Mrs. Ikeda, Married Daughter
Naoko Kondo, 26, who preceded her parents|
from Japan, Daughters Noriko, 21, who has|
been attending Goucher Colleze near Baltimore,
and Sachiko, 19, who attcnded Garrison Forest
School outside Baltimore.
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WIN BOTH!

ARt A
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AND A TOUR OF THE GREAT WEST

—-all on Great Western!

A brand-new, bucket-seated Falcon Futura! (As

double Blue Chip Stamps—two for every savings

sleek and stylish a compact as ever made tracks.)
Plus $1,000 in cash for a tour of the Great West!
(Enough to take you almost anywhere and back.)
That’s what Great Western Savings has under its
hat for the winner of its big July drawing.

Will that winner be you?

Why not? All it takes is your signature on a free
entry blank. And you can pick one up right now at
any of Great Western’s seven convenient offices.
(Better hurry, though. Deadline for entries is at
midnight, July 14th.)

Another thing. When you save at Great Western,
you go places financially, too. Our current interest
rate is a high 414% a year. And accounts are

to legal limit of 1086

dollar! Not to mention an assortment of other valu-
able gifts —free for new accounts or additions of
$500 or more. Take your pick of a garden tool set,
or Sunbeam electric kitchen clock, a Colapso cooler,
a Thermos Jug, or a Regency air mattress.

So enter Great Western’s July drawing today.
And while you’re at it, be sure to open or add ta
your Great Western savings account.

That way, you’re bound to be a winner.

insured to $10,000 by a permanent agency of the rynps receiven or PosTMARKED BY

JULY 10 EARN INTEREST FROM JULY 1.
U.S. Governmentc. b , SPECIAL OFFICE HOURS: 9 A.M. TO 1 P.M,,
And, as a special bonus, Great Western offers you saTurDAY, JuLy 8.

©1961 Great Western Savings and Loan Assn,

MANCHESTER-VERMONT

4401 Crenshaw at Verncn 947 West Manchester Ave. 16818 Hawthorne Blvd.
AXminster 4-4151 PLeasant 3-2503 FRontier 3-1894

OTHER OFF ICES: Lakewood Center and Venice
W Wetae Vs — 4 Leedhee s W
G, \q6|
%’V\ﬂg )
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LOS ANGELES

7th and Hill
AXminster 4-4151

CRENSHAW SOUTH BAY (Lawndale) GARDENA

15112 S. Western Ave.
DAvis 9-4107

sszalALs




FRESH PICKED YOUNG TE!

CORN

4

LONG
EARS

ROYAL GARNET PURE

GRAPE
JUICE

6-OZ.
CANS

fresh frozen foods

*1

CUCUMBERS

FANCY
LONG
GREEN

' LB.

HOLLOWAY HOUSE

MACARONI
& BEEF

PEACHI

SWEET
RIPE
BABCOCK
FREESTONE

tabuious delicatessen

BOB'S 07, BOTILE
DRESSINGS 33"

7-0Z.
6 PKGS. 51

DOWNEY FLAKE

WAFFLES

BARCLAYS $

86 PROOF
FULL
FIFTH

OREO CREME ...

s QRS | PALMOLIVE 9.
gﬁ:smﬂrackers 49: SOAP & 3 35‘
|;R|§ffi’Y CSOI;A ;li: 29 ineﬁgl?¢EOver'

TREATS er':*'f 33c SOAP i 233‘

8 IN
PKG.

Boys bottle shop

SILVER
LINING

100%
NEUTRAL

99

New Com lexien Life!

CRENSHAW at

6:%1
GIN

2:

GRAIN SPIRITS

RODEO RD.
OPEN 24 HRS. EVERY DAY OF THE WEEK

SWISS CHEESE

CACHE VALLEY 34 LB 4

LARGE EYE
SLICED dia

Full
Fifth

Fer Aufomqﬂc Wcshers

DASH

4‘
280x PhG. ..o i l

Liquid Household Cleaner

Mr. Clean A

15-0z. Bottle ..._...........

@ 118th ST

No Bleach Nceded

1) G

Cont.

CLEANSER

235
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(o o _' : OPEN SATURDAY, JULY 8th 9 to 4 P.M. |
~FREE DRAWING » JULY 98th 6 P. M.\

5 Darrien LoomTs
(Miss World Trade of 1961)
will draw the Winning Ticket

Car purchased from Clarence Dixon Co. Hollywood

kkdkkkkkk This beautiful brand new 1961 Cadillae Sedan—
completely equipped with all Power Accessories kv sk

1o be Given Away
) Absolutely Free! /2

Come in fo our office and register your name and address...No other requirements whatsoever, ‘

In addition there will be SEVEN FINE CONSOLATION PRIZES given July 28,
1961, 6:00 p.m. before the Cadillac drawing—Deluxe Packard Bell T.V. Stereo Com-
bination & Console Stereo High Fidelity Set 23" Packard Bell T.V. Set and four ‘
other splendid prizes to be announced later.

More than TWENTY-FIVE DIFFERENT BEAUTIFUL GIFTS to choose from or DOUBLE BLUE CHIP
STAMPS when opening or adding to your account. ALSO SIX FINE DOOR PRIZES—

17”7 PORTABLE PACKARD BELL T.V, SET * G.E, ROTISSERIE OVEN ¢ AM-FM TABLE RADIO—given free each busi-
ness day from July 1 to July 10,

The lovely SKY ROOM COFFEE CAFE on the7th floor, operated by MANNING'S will give FREE

coffee and Wil Wright's Ice Cream to our customers on each business day July 8rd to 10th~1:30 to
4:00 P.M. Get your ticket at the Teller’s window.

SOUTHERN FEDERAL SAVINGS | /] 1.,

All Accounts opened on or before July 10 earn from July 1et. Insurance to §10,000 » Free Parking in rear of building AND LOAN ASSOCIATION

paid 4 times
Open Sat, July 8th till 4:00 p.m. 3933 Wilshire Blvd., N.E. corner Gramercy Place » DUnkirk 8-1265 « EstasuisHED 1526 2 per year

RAAAAAAARKARRRRAAKKKKKARK KR KARKAAAKAARKAXARKARKKAAAAAAAAK KA KA KK KKk k
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AIR BONNTIUNED

if you kew
_TRUTH....

about ALL
AUTOMOBILE

AIR
CONDITIONERS

You
would have a

‘FrigiKing

00'
>

e mman®®

& INSTALLED IN
:

your Present car
i TODAYI

FOR COMPLETE
INFORMATION CALL

| .

. Wing Company
2451 E. Colorade Street

MU 1-9213

Art Lucas Motors

14146 Oxnard Street
Van Nuys, Calif. |
ST 2-3844

Art Fisher Body & Fender ||

\ 2969 West Olympic
Les Angeles, Calif,
DU 2-2295 |

Modern Auto

2202 E. Rosecrans
Compten, Calif.
NE 8-3734

Service Auto Body Works

1 5624 Sunset Blvd.
Hollyweood, Calif.
HO 5-3106

g.

| L

g‘ Mission Auto Refrigeration

i 11069 Sepulveda Blvd.

é Mission Hills, Calif.
EM 1-1268 ® EM 1-8303

% ;

0

Ideal Radiater Co.

2425 E. 55th St.
Los Angeles
LU 7-7271

Pasadena, Calif, ‘ 2

4

SALES REPRESENTATIVE

Need 2 married, age 25 to 40, Must
| have sales experience, not necessarily
automotive, Earnings commensurate
‘ with ability—plus benefits, Apply in

person to H. Olivas or A. Nerney at

| FREEWAY FORD CO.

705 So. Atlantie Blvd. Los Angeles 22

g LU0 ll ¢oe0 008000

3 Qu.u B 0080: nsuusé SRBRE PO E S,

accommodations.

FREE GIFT$

FOR NEW ACCOUNTS OR ADDITIONS
OF $2,000 OR MORE CHOOSE ONE:

9.pc. Hostess Set by
International Silver.

% £%
%
H

arving board Silver Table

with meat holder.

FOR NEW ACCOUNTS OR ADDITIONS
OF $500 OR MORE CHOOSE ONE:

Set of 4 Thermos Cups. Set of 4

Good for hot or cold.

FOR NEW ACCOUNTS OR ADDITIONS
OF $250 OR MORE CHOOSE- ONE:

Flasher Lite w/batteries,
Good for emergencies.

|TWo!

No obligation to you! Simply come in to \‘
Surety Savings in Burbank...
the Door Prize coupon and that’s all.
Nothing to buy! No contest! Anyone 18
years of age or older may enter. Includes
air fare and Waikiki Beach Hotel

fill out

Italian Pitcher and
8 glasses. Hand blown,

FOR NEW ACCOUNTS OR ADDITIONS OF $1,000 OR MORE CHOOSE ONE:

Cigarette Lighter.

Cherrywood Canisters

Fruit tray—
hand painted.

amounts.

Sheaffer Pen
and Pencil Set,

1-quart
Thermos Jug,

. TREASURE CHEST OF FREE
PRIZES — We have a Chest
full of gifts for winning key
holders. Clock radios, barbe-
cue sets and hundreds of
other gifts. Free gift for

OPEN YOUR ACCOUNT NOW! Accounts opened by July 10th earn-from July 1st

Sorry, we must limit this offer to one gift per account or addition. Offer ex-
pires soon. Come in today! Open your account! Receive YOUR Free Gift!

Only Blue Chip Stamps mailed!

OPEN SAT., JULY 8th, 9:00-4:30

TRANSFER YOUR ACCOUNT NOW (We handle all details)

SURETY
SAVINGD

237 E. Olive Avenue, Burbank, Calif.
THornwall 5-3564 « Victoria 9-1461 1928

e Each account
insured to $10,000

o Save by mail...

postage free

19,

» ROK,

and Loan .
Association

SINCE

......

INSURED
SAVINGS

now given for new or " ,,/ 7 H ‘: T
added savings of $50 i

and up. Maximum 1000
stamps-by Federal
regulation.

Robert R. Sprague, President
3245 WILSHIRE BLVD., 742 SO. BROADWAY

K Burbank; Santa Monica, Long Beach, Huntington Park J

Up to 1,000 stamps
for new accounts or
additions in specific

everyone! Ends July 10.

o 2
... = current 2
«\ | yearly S
g > rate ok
< Q
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DESIRABLE OFFICE SPACE..,
TWO IDEAL LOCATIONS

For those dedicated to
downtown Los Angeles . ..
WILSHIRE BOULEVARD
AT FLOWER STREET

For our Western Clientele

THE WILSHIRE OFFICE
BUILDING CENTER

Located in the Ambassador Area

SIS RNINRNRRNS 000N NRERINY

A few select units from 600 sq. ft.
to 15,000 sq. ft. Modern Air
Conditioned offices tailored to
your individual requirements, easily
accessible — adjacent parking

ISHMAN

REALTY AND CONSTRUCTION CO., INC.
(Owners & Builders since 1898)

3460 WILSHIRE BLVD., LOS ANGELES, CALIF. o DUnkirk 5-4451

Or yosur gwn broker Brokers fully pmtefh

FOR NEW OR ADDED FUNDS

2 STAMPS FOR EACH
DOLLAR. MAXIMUM 1500
STAMPS AT ANY
ONE TIME

Inglewood Thrift pays
5% per annum, Paid 4
times a year, $10 to
$10,000 acceptahle on
Pass Book installment
thrift certificates. Funds
received by the 12th earn
from the 1st.

INGLEWOOD THRIFT 1S AS |
CLOSE AS YOUR MAIL BOX,
USE CONVENIENT Thrift by
Mail. WE PAY ALL POSTAGE,

Write for free Booklet

INGLEWOOD
THRIFT & LOAN
170 N. LA BREA

INGLEWOOD, CALIF.
ORegon 8-9073

0.

PER ANNUM

PAID 4 TIMES A YEAR®




Travel—=Resorts

Tennessee Resor

Louisville & Nashville Railroad

Civil War Locomotive to Go Back Intc

General to Retrace ‘Gre

Written for The Christian Science Monitor o

The famous Civil War loco- Among the Railroads #
motive, the General, is going on

active service once more. Starif1

Motels of “The Great Locomotive|j

Chase,” the sturdy little engine |

New Jersey has been on view in the Unionlt

Station at Chattanooga since|y

1891 with time out for occasional |

Pleasanl (oun Mo‘el trips to World’s Fairs. Now the 1

Louisville & Nashville Railroad |}

Attractive Modern Rooms || has spirited it away to its shops|
lin Louisville where it is being |
WAa.Iti.:. D?sh.:;:‘ ::";::ch }put in shape to run under its |
P 9 » g vy | own power in commemoration of
‘Broadway, Point Pleasant Beach, N.J. || the Civil War Centennial.
TWinbrook 9-1109 K. & G. GERMAIN Its appearance is scheduled 1
for next April 12 at Kennesaw, | |
Ga., under the auspices of

THE f Georgia’s Civil War Centennial |}
D” tWOOd Commission. On this day it will
SHORE CLUB MOTEL retrace the route it took 100

years ago. Appropriate cere-
Private Beach * Coffee Shop monies will be held along the|]
1414256 Oésen’ Avente way. After‘thls appearance, the
Point Pleasant Beach, N.J. General will be available for
TWinbrook 2-3519 other centennial events in any

(OUNTRY (LUB MOTEL| ~ “oreie—psors
o Greater Boston
Exclusive Luxury Living — Club Plan 5

Large rooms, full-size beds. TV. Air-
conditioned. Heat Full baths. Wall-
to-wall carpet. Excellent coftee shop.
Reasonable day, week or season rates
upon request. Open all year. Call

Directly on Ocean Front

Kenmore Square, Boston

- 9.:4448'7 Convenient to
ox 87, Spring Leke, N. J.
S The Mother Church
pousLEs) All Rooms with Radio & TV

BRI Specialty Restaurants
HOtels Resorts E(Enm!re 6-2770
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Real Estate—Building

eal LEstate Trusts

Investment Act
Seen Major Milestone

Special to The Christian Science Monitor

Pike, N. H. |for that progress toﬂbe 1'_esqn1ed.’;
“The fantasti Swih of - “The Nationa] Association o
| The, Sy vy b i i Real Estate Investment Funds
‘tual funds since 1940 which Saw‘has been organized to provide
|assets increase from $2,000,000,- | ynified leadership and high
{000 to $18,000,000,000 in two dec- | standards of operating practices
\‘ades may well be matched or|and ethics.
| surpassed by investments in real| “I urge you to support that
estate investment trusts,” John|organization in_1its effort, to-
Hays Gardiner of Boston toldigeﬁher with the National As§oc1-
realtors at the New England|ation of Real Estate Boards, to
|Realtor Convention Wednesday. | protect the reputation of oul
|  Mr. Gardiner, vice-president}mdus“‘." anql at the same time
lof the Real Estate Investment|contribute importantly to the
[Trust of America, with head- |development of our nation and
quarters in Boston, pointed out|to the protection of the invest-
that the Real Estate Investment |1ng public.
Trust Act of 1960 marked an| ‘Snob’ Zoning Assailed
important milestone in real es-| Other speakers criticized the
tate circles similar to the In-glgsl ferderal housing bill, just
vestment Company Act of 1940 passed by Congress and await-
in the field of mutual funds,|ing the President’s signature, as
which sparked the rapid growth|“the most extravagant measure
of mutual funds. A | Congress has ever been asked to
Mr. Gardiner saxd. ‘For two | pass,” and descri “snob” zon-
decades the small investor has|in as a promoter of such high
not been able to pool his money |1and _co t it is Keeping
|with that of other small inves-|tficusands of families from own-
itors in the field of -income-|ing fHeir own nomes. e,
producing real estate WIth th®| Fiiiton H Shaw o -
| vamtages or drverstMeation s | yfage, Said (iat many lowns are
‘tf];‘ ‘633(; '0‘1 p%n(, [Let atﬁ ‘1"} el rezoning to 15,000 and 40,000 and
offered by shares of stock with- |even §0,000-foot lots because
‘ggqn”—,gﬁnﬁfﬁ?fg&ral"\ the l_;:;‘i'ear the impact of growth in
s TWT——Y————Q-Q*-D—QL | schools, services, and higher
{imcome tax. Now  that enalty | taxes. This, he said, is municipal

inﬁs beem removed. |land spectlation on__a grand
| Big Government Hit |scale._And 1 _forces-—communiiy.
| He went on to say, “Our fore- | puilders, hwz

| fathers made this country great;ow cheaper
{through the system of free en-| and. L 3 L
terprise. Today that system is | Clinton P. Hill, vice-president
'being weakened by an ever- of the Greater Boston Real
{broadening power in govern- | Estate Board, foresaw the great-
{ment and a distinet trend toward | €st_growth in apartment house
|socialism. We must stop -that| building since the soaring 1920’s.
{4rend. | Apartment house investment is
“By voluntarily combining the | being looked upon more and
|resources of many people we |more favorably by banking in-
can literally move mountains. | Stitutions, he pointed out.
|Rebuilding our cities today is| Mr. Hill also sharply criticized
essential if our way of life is to | archaic zoning laws that hinder
continue to improve. Real es-|not only new home community
jtate investment trusts can now | building but also the erection of
|contribute the tremendous finan- | much-needed apartment houses
|cial power necessary to accom-!in metropolitan suburbs. He be-
| plish this. lieved it possible for towns to
| “Before income taxes restricted | increase their tax base by intel-
{their growth, real estate invest-lligent revisions of zoning laws
{ment trusts helped develop ourl “without having to greatly add
|important cities and centers of |to their costs of utilities and

| commerce. Now the way is clear | services already installed.




New 1962 FRIGIDAIRE
2-Speed, 7-Cycle WASHER

Made-to-order washing for every typs:of:fabric.
Has 2 Wash & Wear cycles! >~ = "

» Patented 3-Ring Agitator hatfies deép dirt out
without beating!

* Automatically dispenses all: Taundry. sids—
even liquid or powdered bieach!

* Two fresh water Lint-Away Rinses float lint away
automatically,

New 1962 FRIGIDAIRE
Custom IMPERIAL Washer

Model WiA-62

WE SERVICE WHAT WE SELL!

FREE DeLIVERY,

SERVICE AND INSTALLATION!

¢

p . .
2 speed, 7 cycle, for any fabric!
* Patented 3-Ring Agitator bathes deep dirt out
without beating!
* Automatically dispenses all laundry aids!

* Two fresh water Lint-Away Rinses float lint away
automatically.

* Rapidry Spin gets clothes drier than any other washer!

298

‘Charge, 111
ek
TERMS

CREDIT CARD!

LEONARDS

INTERNATIONAL
600 N. Sepulveda Bivd.

El Segundo, Calif.

OR 8-4762

EA 2-2135

(3 Blocks south of Internafional Airport

‘Model DIA -82

1962
MATCHING DRYER

» Exclusive Flowing Heat—safer than
sunshine—no line-drying
wear and tear!

» “Autamatic Dry Control” sets drying
time for you, or dial your own
drying time!

I 962 Model DCI -62
MATCHING DRYER

» Exclusive Flowing Heat dries breeze-
fresh—no line-drying wear and tear!

» “Automatic Dry Control” sets drying
time for you, or.dial your own
drying time!

LEONARDS

JE 7-5000

GARDEN GROVE

12891 Harbor Blvd.
Garden Grove, Calif,

‘| AIRPORT VILLAGE

(2 miles sauth of Disneyland)

PRICES SLASHED on 1961 MODELS

‘ 66 Frigidaire

WASHERS

|3 8 Frigidaire
DRYERS

Now at BIG

| CLEARANCE
| SAVINGS!

This is an all eut clearance of brand new
1961 Frigidaire washers and dryers .
all marked down for fast selling! We have
te make room for new 1962 meodels, just
coming in. So you cash in as we clear out.
Every model in factory crates, with regular
factory warranty!

HURRY! WHILE THEY LAST!

LEONARDS
WESTWOOD

10931 W. Pico Blvd.
West Los Angeles, Calif.

" LEONARDS

6107 S. Sepulveda Blvd.
Culver City, Calif.

OR 7-9155

BR 2-0518 GR 8-0791

RED AND BLUE
PLAID
SIZES 6-16
SEASON SPANNING
PLAID IN A WASH
AND WEAR COMBED
COTTON WITH A
NEW LOOK AND
VERSATILITY
THAT TAKES IT
EVERYWHERE

Use Your Field's
90-Day Charge or Your
Bankamericard

MO wesTwoee P BLYD
WESTWoOD VILLAGE

3110 5,SePOLOEDH 7
WESTDALE CENTER

[ ]
3306 E.COLaRADO BLL ©
PasAveNA ?

4

TINGS RANCH

1T
332 LANKERSHN BLyp)
NI
VALLEY PLAZA
—NMN HolLYwood
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gary, on July 25,0 o
lution that brought the pres-
ent regime to power. They
also presumably knew of Is-
raeli preparations. The des-
ignation  of Wednesday's
rocket as Shavit 1T (Comet
1) implied at least one ear-
lier test firing.

NASA confirmed” Thurs-
day that it had been ap-

roached by Egyptian scien-
tists. It said that, while un-
ahle to participate in a pro-
gram with such a brief time
scale, it was interested in|
one that would not be SO
hurried.

Arabs Charge
'Aggression in
lsraeli Shot

CAIRO (UPI) — The Arab|
world Thursday saw the|
Jaunching of Israels first|
space rocket as proof that Is-|
rael is “bent on aggression.” |

One newspaper said the|
rocket showed that the Arab
states must “attack the ene-|
my,” despite Israeli Prime|
Minister Ben-Gurion’s claim
that the launching had “no|
military aim.” ;

Ben-Gurion said the three-|
stage solid fuel missile,
launched Wednesday from a
secret site, was a ‘“meteoro-
logical research rocket —
definitely not a military mat-
ter.” ’,

But an Arab League offi-|
cial said here that the Israeli
development of the rocket|
“indicates Tsrael is still bent|
on aggression.” He said he|
pelieved Israel is building|
rockets “for military and ag-
gressive purposes.”’ \

Meanwhile a Jerusalem
newspaper said Israel will
launch a second space rocket|
within two weeks. ‘

Small Nations Seen

Building Atomic Arms

WASHINGTON (UPL) —
Israel’s successful firing of a
space rocket was cited by|
experts here Thursday as an|
example of technical ability|
that could lead even small|
nations to develop nuclear|
weapons.

Experts said the firing of |
the Israeli weather rocket,
apparently to an altitude of|
50 or 60 miles, demonstrated|
that the Israelis have the|
kind of technical knowledge
nesded to build both mis-
siles and nuclear warheads.

o oS B ——————— FREE GIFTS We've added dozens of EXTRA wonderful free gifts
e P EXTR AR FOR SAVER ‘S for July. Now, 80 fabulous free gifts to choose from!
Rt Tl Lytton quallty. Giffs for Shery size scein?

AL | from $25 up...or...
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EXTRA
'BLUE CHIP STAMPS!

2 for each 81 savings PLUS 10
STAMPS FOR EVERY SIZE AC-

COUNT DURING OUR EXTRAOR-

DINARY JULY CELEBRATION!
(Maximum of 1086)
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‘ EXTRAORDINARY ART SHOW#* *FREE = Scores of Lytton Savers have received “EXTRA-
interest” from the Lytton Savings Plan in amounts

i
ranging from $4.83 to $193.00. Through the Lytton.
Savings Plan, Lytton savers recetved full interest
| c gy to date of withdrawal on funds withdrawn between
x‘ \\‘l‘”ll\p i:;:lol:??l(\v] :\tvhe;;.n;—\::.f”asct:nj:;e‘j'm g show || = {'cgulafr quarterly interest payment dates. This is
Hl sure to enjoy. ALURIssION HLe: = : i interest you normally lose at other savings institu-
- = : * tions. It’s truly important EXTRA-interest for

Lytton Savings Plan Savers.

TR I S

Paintings by your favorite movie and tele-
vision stars on exhibit daily at our Hollywood
Home Office. Eighty in all, including works by ==
Cornel Wilde, Red Skelton, Peggy Lee, Harpo !?

\.

("',.(I reL 8 p(p 1.[77

refreshments, too!

HOLLYWOOD: 8150 Sunset Bivd. » OLdfield 4-5551

POMONA: 2nd at Main Streets « NAtional 2-1107
Savings Insured to $10,000°by F.S.T.1.Ce

T Sf TT F:\!‘ S éS\ S Z II\I@A g AND LOAN
el N A\ e 70 Ry Vel e ASSOCTATION
' BART LYTTON, President

FIRST IN THE NATION IN GROWTH AND CAPITAL STRENGTH!

; Ao ’.' : @ current
RESOURCES MORE THAN $115 MILLION A (o @@ Nt
: * , [e) & @ paid quarterly

CANOGA PARK: 21045 Sherman Way « DI 7-2020
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UAR Buying
J 5. Rockets
for Research

Project Presumably
Aimed as Rival
to Israel Program

@ 1961, New York Times News Service
NEW YORK — The
United Arab Republic was
reported Thursday to have
negotiated for the purchase
of research rockets in the
United States, and Wash-
ington is not expected to|
block their export. '
This development is a se-|
ounel to an attempt b_'f;
Caivo, eatrlier this year, to
obtain the rockets througn|
the National Aeronautics
and Space Administration.|
The Arabs _wished to get|
thern in time for an initial|
firing this month, presum-|
ably in an effort to riv al
Israel’s rocket program.
Follow Israel Line
The scientific objectives |
of the proposed shots — to|
velease a sodium vapor trail|
in the upper atmosphere ——~1
were identical with those of
the shot launched by Israel
on Wednesday. Some weeks
ago NASA notified the
Egyptians that it was not
practicable to achieve a 1‘ock-‘
et shot of scientific value|
on such short notice. |
It was then that the Egyp-|
tians went into the open|
market. ‘
The sale of rockets to Is-|
rael’s chief military rival is|
not likely to be good news in
Tel Aviv, even though the
vehicles are designed pure-|
ly for research. The Israeli|
rockets are homemade.

Washington Pleased

On the other hand, NASA
would like to have the UAR|
join the growing internation-|
al program .of rocket re-|
search. Washington likewise|
must “be pleased that Cairo
turmed to the United States.‘
rather than the Soviet Un-|
jon, for its rockets. |

The Egyptians may have|
wished to achieve a launch-
inz in time for the anniver-

 July 1 (Sat.), 3, 5,6, 7, 8 (Sat.) & 10...
3 %@ HOURS: 9 thru 6 daily.

EXTRA SPECIAL
JULY CELEBRATION DAYS

N

Because Lytton Savings always gives a-little-bit
EXTRA, savers by the score transfer their funds
to us from piggy banks, sugar bowls, and other
financial institutions across the nation. The result? ="
Lytton Savings is First In The Nation In Growth!

We've topped ourselves for July. Piled EXTRAS
on top of EXTRAS...for our wonderful Lytton
Savers...folks who plan to be Lytton Savers...and
just everybody who cares tostop in and join the fun!
We'll be EXTRA pleased if you come to-our
EXTRA exceptional Open House!

Sixty-four fabulous door prizes...8 daily!

Every day a new drawing for all eight prizes.

Your name stays in every day.

You have EXTRA chances to win!

8~1st Prizes - 1962 Zenith 19” Remote Control T.Ve
8—2nd Prizes Motorola Stereo Portable

Phonograph

8~3rd Prizes Royal “Futura 800" Portable :
Typewriter with case ' e
§—4th Prizes Continental Portable AM/FM/
Short Wave Hi Fi Radio
8=5th Prizes Polaroid Model 80-B Camera
with wink-lite flash/case
8—6th Prizes Kodak 8mm Home
Movie Camera
8—7th Prizes 1962 Sony 6-Transistor Pockeb
Radio with case
§—8th Prizes Modern Electric Thermo-Carving

Tray

FREE TICKETS AT DOOR
YOU NEED NOT BE PRESEN

Bé- bt e lu T Gl SSh NES B dr 3 sa o

S AN B e SRS Lo v slatag L Sr g o

TO WIN
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ASS ESSM ENTS . was denied. (Angeles, complained th at,fTruc ks I HVOIved In 3 ;al, Long Beach, after the car FRL, JULY 7 1961—Puﬂ2l1 2

! She indics av [the assess ; . ‘ {he was driving collided with
Continued from Second Page|$1,400 to $4,000; She asked a e S0 i age ey Ve onammlent on Her Iaht, o g

e L . | - I — 1 >
X file a nmew petition for the|now $6,750, has doubled in| F t I I ff A d t @ truck-trailer on Clark Ave. .
colored X . 89! : ? | % g 28th
in,” PROBIA AL tpo ed‘cut gyt [structures on the land, which four years. She said UCLA| a a ra IC CCI en : S oes 5 Vo, S s PY I /
| ([ J Ky

| Although the land Kas sbvele e g % R ‘ ; i : : Sts., Long Beach police re-
len I'entalgunit 10 i ithes }}lef;(;“g(;oated from $9,390 to|students whose streets are| Three persons were killed|uties reported. | ported. ?
b S re|9lis/a0. lshut off now park by her|and two injured Thursday in| Thomas P. Shank, 9, ofl Albert Lee Edwards, 34,

Given One Cut
A deputy assessor

plained that her agseSQmPX“is only limited access to a| Mr. and Mrs. Abraham’propem_\' all day and in the|S€parate accidents involving 14523 Dartmoor Ave., Nor- of 1453 E'55th St., was killed

was cut from $9,200 to $8 8,?8120-!'{‘ street frontage. iPr'ager,. b:eekil1g a cut to $1)2§ gl |trucks, police reported. |walk, who was peddling the|Thursday night when his| *“Swmart Yozmg Clothes” !
in February. A f.l-ll'fher‘cat tol Wl i ettt jon (theu 31‘470 assessryne;nt &5- _ Mark Vernon Lee, 10, oficycle, told deputies that hejtruck smashed into a car at !
$5.500 was 1'efuse(i. ‘ 5 jon a lot at 3445 Wesley St.,| A deputy assessor sald| 14427 Seaforth Ave., Nor- swung out to pass the car|Hooper and 33rd Sts., police LOVES

Mirs;~William 0. L. 'Cl'-;‘ \ deputy assessor Px—‘(rt}l\'el' City, got 11?8 same 1'e-!t11at some nearby lots are|walk, died in Norwalk (.‘0111-pvhcn they were hit by ajreported. Edwards was|
quist, of 3496 Centinlelal-xgve plained that her land is as-“_[‘ug‘dl. as most taxpayers ——}wassessed lower but they munity Hospital 'several/passing truck. Shank suf-thrown out and run over by RED
Wekt Los A i |Sessed at 28 cents 2 square You're being assessed on|slope more and have less hours after he was thrown fered minor injuries. (his own vehicle, which then|

&t Los Angeles, protested |* % e 59 the same basis as your|depth or usable area. Mrs.|f sicyele i : ' ‘racken, | ‘
a 350% increase in land ag-|foot: That of neighbors with e | , oaSis o as. yourideptn or usable area. Mrs.[from a bicycle into a parked| Michael James Mc( racken,/careened up an alley and|
sesfeht th': ~V» b3 nd ass ¢ - D o ne}ghbors. Bleak’s plea for.a cut tolcar on Rosecrans Ave.,, near|1§, of 15726 Pennswood Ave.,|struck a fence. The car’s oc-| p |
: 1€1 18 year — from better access runs 34 to 35 Mrs, Mary J. Bleak., 315/$4,000 was denied. ‘ ‘

|Elaine Ave., Norwalk, dep-'Lakewood, was pronounced|cupant escaped injury

’ LEONARDS, the LARGEST
FRIGIDAIRE DEALER SCOOPS
®

THE ENTIRE L.A. AREA!

Now you can have the cleanest, easiest washing and drying

in history with Frigidaire’s new 1962 models . . . they've

) just arrived at Leonards! See them now! Also, be sure to
check into Leonards clearance pricces on 1961 Frigidaire
washers and dryers.

1961

AND

BLUE f
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e

New 1962 FRIGIDAIRE
. ‘Baby Care’ WASHER

with automatic soak cycle

e Automatic Soak Cycle lets you soak, wash, ‘spin-dry diapers
in just 46 minutes!
» Patented 3-Ring Agitator bathes deep dist out

i i NECKBAND BLOUSE ...5.98
without beating! )
« Safe, automatic bleaching—powder or liguig! =~ B - N e CONTOUR BELT IN RED 2.50

Dispenses all laundry-aids automatically! : i , wmi ¥ ’ : SLIM CAPRIS «ec0vese00.898
* Two fresh water Lint-Away Rinses float lint away : 1 962 ' : : i below:
. Mode! DDA -62

automatically, % SLEEVE JACKET ..... 8.98
MATCHING DRYER

LONG SLEEVE RUFFELE COL-
LAR AND CUFF BLOUSE IN
» Exclusive Flowing Heat dries clothes
breeze-fresh, safer than sunshine!

RED .08 saossnnsions .e.498
SLIM SKIRT c2000acs0ses7.98

# No-stoop nylon lint screen!
...»Dns setting of dial dries everything!'

138
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before. Of the nation’s 414,000,000
acres of crop land, 100,000,000 acres had
been seriously impoverished by the
washing and blowing away of the top-
soil andsanother 100,000,000 acres were
rapidly losing their fertility, Nearly
half the 6,000,000 farm families were
living as tenant farmers or share-
‘croppers, most of them on the poorer
lands. Nearly 1,000,000 families moved
from one farm to another every year,
seeking better land.

. Variety in Loans

Under the FSA program it became
possible for these farmers to obtain
loans of a number of types. There
were loans for seed, feed and short-
lived tools which had to be repaid at
the end of the crop year. There were
longer-term loans to rehabilitate farms
under plans worked out by FSA ex-
perts. Since 1937 there have been forty-
year loans under which tenant farmers
may buy farms of their own. About
900,000 farmers have borrowed money
under the various terms since 1934 and
currently there are about 480,000 on
the loan lists. According to FSA fig-
ures, these farmers have increased
their incomes from an average of $480
to an average of $650 a year, their net
worth from $871 to $1,051.

From the start there has been dis-
pute over the value of FSA. On one
side were those who saw the future of
American agriculture in great “factory
farms” producing, with all the effi-
ciency that expensive machinery and
large-scale operation can bring, one
crop for cash sale. On the other were
those who looked for many - small
farms, each producing almost every-
thing needed by the family living on
it and then a little more for cash sale.
The conflict between the two view-
points came from the need of some big
farms for a plentiful supply of labor
at harvest time, a supply that would

l ot be available if there were many
| small farms.




TEN

Farm Credit's Gold Years
Result of Rare Cooperation

Private Industry,
Government

'Wedded'

The “Golden Ten’ — years of |
prosperity and growth in Berkeley |
—have been the best years of the |
life of a unique combination of a
privately owned institution with
the US Government as a partner..}

In a monumental structure on |
the west side of Milvia St., between |
Allston Way and Center St
the Farm adj
Building. Look
Center from Grove St., many out-
of-towners get the impression the |
rear of the building is the front of}
it. Now this didn’t just happen. ;

When the late Willard B, Ellis |
was general agent for FCA here he |
went into a huddle with the late
James W, Plachek, architect, and
plans for the building were made
so that' the rear of 'the structure
would make an artistic background
for the Civic Center which did not
come into being until some years
after the FCA building was com-
pleted.

Few Berkeleyans are aware that
the structure is not tax free but
payscity and county personal

and r estate tax
any private business. Besides hous- |
ing the seyeral agencies of the FCA

in the Ele arm Credit Dis-

trief comprising Camrl@;_“o-
vada, Arizona and Utah, one-half |
of the fourth floor is under leasei
to the State Department of Public‘
Health for offices which will move |
to the new State Public Health |
Building, Shattuck and Hearst|
Aves., as soon as that structure is
ready for occupancy. -

At present the city of Berkeley
also'is a tenant. The department of
recreation is located on the first
floor. And Henry Allen Wood, con-
sulting engineer, has leased office
space there.

DREW OTHER AGENCIES

Just as the Uniy y of Cali-
ed-

cated in

1917, so|

other farm
GoVernment. ¢
Congress passed the Federal Farm}
Loan Act, the late President Wil- |
son_appointed the Federal Farm |
Loan Board. ;
One of this board’s duties was to |
select a location for a bank in the |
newly created Eleventh District. |
Many cities vied for the honor of |
haying the Land Bank. Berkeley |
was finally selected becausemI
railroad connections, numerous di- |
vect highways without going |
through congested BUSINESS areas |
of San Framcisco and Oakland,
nearness of the University of Cali-
fornia. facilities and Berkeley's

proximity to agricultural- produc- |
ing centers. 1

BOOM PERIOD
T];r‘ ;lxdmimsfr_fﬁip 's growth was
gradual un £y M ebression | o 5
willeT— s e pression ‘as in those years when a ra
“4 B O8] on loans [often could not realize enough
5 to money from a successful crop to

fhf%w ed ; <liles of |pay for harvesting it.
Actuzﬂ]v ﬂ%e -Govel‘ _and\}}ank.‘} E‘Ehﬂlﬁ‘j‘y‘.“‘ymmg' ey
\/Vﬁme Smfmnﬁt that‘yoars general coUnsél, succeeded
ol Z 1188 an active part- |the ](ate d\\fi]laxl'd Ellis as general
; (agent and is also counsel and co-
rc;li‘r}]]s:(‘il’l?ilot\?}o? a ?‘LIS}] for farm“m‘dinatm‘ of ‘the Eleventh Farm
rell mv g l_a' S > e bus - |Credit district. He is directly re-
ess an all-time high, So great |sponsible to Gov. I. W Duggan
Was The volume of applications the | FCA executive in \Vachir.wfrnng ‘ND(“
Lan.d Bank Ahad to increase its a-\ At present the ]()CE.iI FE‘A iyn Vitrs"
pvaxsa] staff fr(_m 0_to 500, Office }various agencies omp/lp»-s.om
qu;:e 11}1}2nu1%s(‘b]umped from 100 to | persons. The annual payroll here is
i fakc cl:,' Se _ |approximately $600,000. Practical-

are of increased busi- [ly all employes are r

foss AL available office space_in X
downtown erkeley was rented to| ¥ alter C. Dean is president of

augment the Land Bank which w p
located on Fu .. facing ;;‘?‘the Federal Land Bank, coopega-

tively owne _the-Gevernment

tredge St. The present building was | with t ) < 'S_consist-
;r;a ¥ 1or occupancy Jan. 1, 1940, | ing of farmer assaciations hav;;" a
3 en came the war, During the last | toteii_mombership of more than 13,- |
ecade the Farm Credit Adminis. 1000, ' f
[

tra on }3..\ beer idlln witl a red ncies are !‘('(,-
354 | Kir d age e
e

farm industry which hag come into | eral ermedig “redi ank

its peak of prosperity. 2
; S y. Charles W. Hudner, president: Pro-
% I:od;:s madp in the last few years | duction Ctedit Cor.I.) W. F. M <
ave been given o promote - Promote farm |Jr. president, and I

expansij ad not to save farmers | Bank for C
fr88 forec] mers | Bank for Coope

osure_and bankruptey | ford, p
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ederal Steps Are Taken
To Revive Home Building

WASHINGTON, Sept. 20 (®—The
government today took four simul-
taneous actions to break the bot-

tleneck in credit for new homes,|

including a cut in the down pay-
ment on low-priced houses.

The White House announced the
actions, proposed some weeks ago
by Albert M. Cole, administrator
of the Housing and Home Finance
Agency. Cole said today the moves
had been held up in fear that the
relaxation “‘might push the infla-
tionary spiral still higher.”

Cole predicted the bundle of new
orders will have ‘substantial ef-
fect” in stimulating the lagging
housing industry.

Abandons Predictions.

He abandoned, however, his
earlier prediction that 1,300,000
new dwellings would be started
this year. It now seems likely the
figure will be between 1,100,000
and 1,200,000, he said.

The National Assn. of Home
Builders called the moves “‘a step
in the right direction.” But
NAHB’s president, Joseph B. Hav-
erstick, said in a statement it
would be premature “to predict at
| (this time how effective they will
be.”

In New York, the president of

a leading mortgage brokerage
firm called the steps “inflation-
ay.” J. M. Pringle of Pringle,
Hurd & Co. said:

‘It doesn’t make sense for the
ederal reserve system to restrain
redit on the one hand and for
ther government agencies to
ake credit easier on the other
and.”

Details of Actions.

The federal actions were these:
1. The Federal Housing Admin-
istration reduced from 7 per cent
to 5 per cent the minimum down
payment on FHA-insured homes
costing $9,000 or less. On more ex-
pensive houses the down payment
is unchanged—7 per cent of the
first $9,000 of the mortgage and 27
per cent on the rest.

Only about 16 per cent of FHA-
insured houses are appraised at
$9,000 or less.

2. The Federal National Mort-
gage Assn. announced it will make
advance commitments to banks
and savings-loan companies to
purchase residential mortgages at
94 per cent of their face value. It
has been buying at 92 per cent.

The FNMA buys mortgages to
provide the lenders with cash for
further real estate investment.

The price increase is intended to
encourage builders to proceed
with the assurance that bank
funds will be available for loans
to home buyers.

3. The Federal Home Loan Bank
Board increased the amount of
money home loan banks may lend
to the 4,400 savings and loan in-
stitutions affiliated with the bank
board.

A savings and loan company
now may borrow from a home
loan bank a sum equal to 121 per
cent of the company’s total sav-
ings accounts. The previous limit
was 10 per cent.

3. The FNMA reduced the
amount of its common stock whieh
a lender must buy when he sells
mortgages to FNMA. The new re-
quirement is 1 per cent, instead
of 2 per cent.

Ownership of the agency is
gradually being shifted from the
government to the private lend-
ers who use its services. When-
ever FNMA buys a mortgage, the
seller is obliged to purchase
FNMA stock equivalent to ope per
cent of the amount of the mort-
gage.

Officials expeet lenders to offer
See HOUSING, Page Nine.
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Fayetteville Holdup Arre

LUM‘WTON Sept. 20—The ar4
rest of Oscie Kyle Parker, 21-year-
old ex-soldier in Fayetteville late
Wednesday afternoon, cleared up
two armed robberies ih«the-L:um-
berton area the past few days and
probably brought on another charge
of kidnaping.

Assistant Police Chief W. C. Lov-
ette said Parker will be charged
with the pistol-point robbery of $95

from Frances Olsen Antique Shop

here Sept. 8, and with the robbery
of an automobile from Mac’s, Auto

'Sales Tuesday, with the possible

charge of kidnaping a salesman,
Jack Kincaid.

He also has been charged with
larceny of the automobile of Jo-
seph Paul Lambert of St. Pauls.

Lovette said Parker had admit-
ted the Lumberton offenses, say-

ing he needed money to get back
to his Inglewood, Calif.,

home. He

AFTER HOLDUP ARREST-—Oskie Kyle Parker, 21,
is shown being taken to headquarters after police cap-

was held up at Fayetteville

tured him exactly six minutes after a Chinese laundry

Wednesday afternoon. B

had been discharged as an
borne trooper at Fort Brag§
Aug, 15.

According to Lovette,
said he went into the antique s
and bought lamps, but waited
til the shop was empty of custo
ers and pulled his gun on M
Olsen, forcing her to give up t
money in the cash drawer.

WE (RESER
7O KEFUSE 1l

Reserved
To Limit
Quantities

Dorothy
Gray
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(Continued from Page One)

' [IFNMA more mortgages as a re.!
[sult of the new reduction,
The White House said the ac-|
[tions ““will encourage homebuild- |
ers and home buyers to plan]
ahead with greater assurance of |
adequate financing.” '
It said “the extraordi ary de- |
umand for ecredit ... is limiting |
€ SUPPIy of Tunds to home build- |
ers and home buyers,’’ and,
continued, “‘would
construction and affect adversely |
the small builder and home pur- |
chaser of modest means.” i
Haverstick's statement  saig
Imuch of the effectiveness of the
moves “‘will depend on the will-
ingness and ability of mortgage |
lenders to increase their invest-
ment in new home construction on |§

I
!
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Qettinger, 2

Norway Jjust small laborers allotments., Sweden, bigger program
of subsidies to small farming with low mr loans. Dissatisfactlon
with Eng. small holdings act of 1890, under which c¢. 170,000
acres settled.

(general principle: when ignarant buyers etc. bid up price of
land so high that they will fail; or whe n pressure toward abuselve
use makes that the most lucratlive use; thogse who would farm land
properly and succeed financial 1y are outbid, misfortune inevitable.)

Jewish Colonization in Palestine, Oettinger, Nat. Fund Lib.%
no date. p. 16-7, Settlement in Denmark, by laws of 1904, 1003,
% 1839, was mainly by means of loans at very low mr, 3% going down
to 1%. Those who were to get the loans, from govt., were selected
by local committees. (Thus clearly it 1s a selection of those
the state thinks good, to give them in effect some capital % voting
power -- & motivation -- doubtless with aim to promote conservat1q%)
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lote implications of a his for social policy. Small owners

probly best farm of ag. land use, not dominant because of
maldistribut ion of capital. Hence it 1s good social policy to
distribute capital better .--as by inheritance redistrib,)

Equalizing interest rates: Argentine Banco H1po ecariae, mortgage
bank, loaned to small buyers, thus let large holders raise prices.
smallholders tried to buy with these low i1.r. loans, on
but are still muchly mortgaged. Bank has mortgages on

s

province of Buenos Alres. yiten ol
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YOUR FIRST STEP is to call at the office of the
National Farm Loan Association, serving the lo-
cality in which the land to be offered as security
is located, and discuss your farm loan problem
with the secretary-treasurer of that association.
He will be glad to help you analyze your credit
needs and to explain in detail fle information
required in filing your application for a loan.

SECURITY for a land bank loan is a first lien

on farm or ranch real property.

USE OF FUNDS — To purchase a farm or ranch, to construct buildings, to make farm
improvements, to provide for the purchase of equipment, fertilizer, and livestock, to
pay farm debts and non-agricultural debts incurred two years prior to filing application.

INTEREST RATE on land bank loans made through national farm loan associations is
4 per cent. '

\

TERMS — Land bank loans are written for periods of 5 to 40 years. The terms are arranged so that bor-
rowers should be able to pay the annual or semiannual installments from farm income.

APPRAISAL — Since a land bank loan may run a long time, the property is carefully appraised by a Fed-
eral land bank appraiser. The appraiser establishes the normal agricultural value of the farm or ranch, which
is the amount a typical purchaser is willing to pay and is justified in paying for the property for farming
purposes under normal conditions and expecting normal prices.

COSTS — The only closing costs are for recording fees and title expense. There are no application or ap-
praisal fees, and there is no commission to pay.

AMOUNT — A land bank loan to one borrower is limited by law to $50,000.

STOCK — Membership and part ownership is acquired in the local national farm loan association with the
purchase of stock equivalent to $5 for each $100 of the loan, and a like amount of stock in The Federal Land
Bank of Berkeley is purchased by the association; thus, the associations are the sole owners of the Bank. Pro-
vided the financial condition of the association is satisfactory, a member may apply his stock as a final pay-
ment of the loan or he may receive payment for thz par value of the stock if he has paid his loan in full.
Members share the profits of the association, and they elect the association's directors who manage its affairs.

PAYMENTS on all loans are made semiannually or annually on an amortization plan, thus each small pay-
ment goes to pay interest and part of the principal s> that the loan is paid in full at the end of the loan
term. Notice of payments due is mailed to borrowers approximately thirty days in advance of the due date.

SPECIAL PAYMENTS on land bank loans may be made whenever you like and in any amount. A borrower
may remit additional funds, designated as "Future Payment Funds," to be held and applied on installments
which will become due in the future. The borrower will receive interest on the amount of the future payment
fund at the same interest rate that is charged on his loan.

THE FEDERAL LAND BANK OF BERKELEY

MILVIA AND CENTER STREETS, BERKELEY, CALIFORNIA
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THIS LOAN IS PLANNED for the farmer or
rancher whether his holdings be small or large.
Building improvements are not always required,
and it is not necessary for the owner to live on
the property in order to obtain a loan.

Since 1917 the Farm Loan Act has been simpli-
fied and strengthened by the U. S. Congress to
meet changing conditions and in order to better
serve the people who produce our food. Today
the service to farmers by the farm loan asso-
ciations and the Land Bank is better than at any
time since organization in 1917.

According to the 1940 U. S. census, 47%, of all farm loans made in Arizona, California, Nevada and Utah were
made by the Land Bank through the national farm loan associations. The low interest charges have saved millions
of dollars for the farmers.

SAFETY — DEPENDABILITY: Land Bank loans are available during good and bad times when little credit is
available elsewhere. Thousands of farmers have been able to retain their farms by refinancing with land bank
loans. The normal earning power and the normal agricultural value of the farm are used in determining the loan,
which method assures the borrower that he will be able to meet his loan payments from farm income.

SECURITY — A land bank loan is the opposite of a demand loan in that there is no sudden demand for large
payments. It provides for a systematic way of getting out of debt, and it never has to be renewed. Once the
loan is granted its interest rate remains fixed for the life of the loan.

A CO-OPERATIVE CREDIT ORGANIZATION — Land bank loans are made through national farm loan as-
sociations, usually one association to a county. Each association is owned by the farmers who use it since each
farmer who obtains a land bank loan becomes a member and part owner of the association. Members elect a

, board of directors to manage the affairs of the association. No one may be a director unless he is a member.
/// These men know local conditions and credit problems.




Denmar'k best, example of‘ successful 1nternal colonization.
oC% Mof  thespecsle’ cwn theslands t . 205,000

“Saw they wers=
o r, est ' votine conservative
before t,hey lost it A far sighted mov e, which has probly wo rked
1~ most cases)(hence conservatives are willlng to finance the
creation of more conservatives, thru low interest subsidies
etc which are pald from general taxation, which may hit
others than thems elves., Amd they may figure it is wise to
sell the ir land thls way than have it taken from them later
on) (Calif. would be wise to go back into this business)
Gy did it too, subsidy & low mr involved too. Spain, too.
Mead has very naive interpret tion of all this., All over
Eur. 1t happened in variocus ways. Except Fr, Bm, Holland,Eng,
not mentioned, nor Norway, Sweden, Ireland & Scotland get
ment ioned, & even Eng,, he doesn't reveal how little it is
there, Russia did some, esp. after revolution, but it became
collective.
Ps 59
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Mead, Elwood, "Land Settlement", In Encyclopedia of Social
Sclemces. 1933

. Last 3 19th, 1l.s8. policies. Had been areas of Rur., where
laws kept peasants from ever owning land, they went to cittes.
ver world these l.s8. policies to:l, let them
enter into possession with small down payment (as lvt would
do)f/2L so most of their m would be available for cap.: 2,
public org. to make nec. first improvements; 3. Long terms,
)ﬂ\ low int, on land payments, plus loans for cap. 4, experts to
give advice. These have been uniformly successful. Are
widespread & have revolutionized rural conditions. Sometimes
they have even made a profit.
Theme runs thruout that small landholding (white) yeomen
are source of strength ( & conservatism) far country, rural
uplift etec.
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12. Business Taxes—
Particular attention should be
given to the revision of the law to
the problems of small and grow-
ing business concerns. A liberal-
ization of the tax treatment of
_|depreciation would have far-
reaching effects on all business
{and be especially helpful in the
expansion of small business
whether conducted as individual
fproprietorships, or corporations.
e || » » Faster depreciation, it should
n(be noted, will merely shift the
f Jtax deductions from later to ear

x (lier years. It will not increase
e Jtotal deductions.
n| 137 Research and Development

e| Irecommend that all companies
o!he given an option to capitalize
tlor to write off currently their
|expenses arising from research
|and development work.
| 14. Accumulated Earnings—
The penalty tax on excessive
1‘accunmlations of corporate earn-
|ings . . . is necessary to prevent
|avoidance of individual taxes by
|stockholders, but I recommend
[that the law be changed to make
[the government assume the bur-
den of proof that a retention of
earnings is unreasonable.
[ 15. Partnerships—
| The tax law applicable to part-
{nerships is complex and uncer-
tain. I recommend that it be
[simplified and made definite.
| 16. Optional Tax—

I recommend that corporations
(with a small number of active
[stockholders be given the option
,fo be taxed as partnerships and

1|

|the option to be taxed as cor-
‘poratinns.

17. Corporate Reorganization—

The tax law applicable to re-
organizations and recapitaliza-
tions of corporations . . . should
be simplified. ., . I recommend
that the tax law permit tax-free
rearrangements of stockholders’
interests in corporations, so long
|as no corporate earnings are with-
[drawn.

18. Loss Carryback—

At present, losses may be’ car-
ried back and offset against prior
earnings for one year and car-
ried forward to be offset against
future earnings.for five yeazs. I

{that certain partnerships be given||

Qhe budlpet, 12 -5
7LL’ ﬂté‘? &U/;\“J w1

/;om cnedl)t <% by

recommend that the carryback be
| fo fwo vears.”
21, Corporate Taxes—

I recommend that the law be
tightened to remove abuses from
the use of multiple corporations in
a single enterprise. I also recom-
mend that the penalty n-
solidated i -COr-
porate dividends be removed over
'a 3-year period.
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Sacramento Repori—
Propose $5,000,000,000 Vet Home Lgaln B
e egislation

Assembly military affairs committee has approv
d home loan

creating a $500,000,000 pond issue to expand farm an
der the California veterans act. The state would in-
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fund for homes
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Institutions for Land and Water Development

Introduction

Ao

Definition of institutions

Metaphorically, institutions are the channels or limits within which
human bteings act as free agents. More particularly, they are the laws
which regulate human association and also the organizations of humans
which grow up under those laws,

B. Purpose in studying institutions , : E
1. To know the framework within which human beings are free agents, and
hence within which those economic laws which postulate mobility can
operate.
2, To determine which institutions best serve ultimate social objectives.
We all have somewhat different ultimate social objectives, but each
of us, whatevaer his viewpoint, can evaluate these institutions as it
helps accomplish what he thinks is important,
Institutions
A. Yater lsw

The law fails to approach the economic ideal. Water is often more dif-
ficult to transfer legally than physically, and is not allocated to its
most socially lucrative uses. Riparian law allows people to prevent
others from using water they are not using themselves. Appropriative law,
intended to remedy this abuse, encourages people to claim more water

than they use, and to use more than thsy need,

Within each .of the subgovernmental organizations (discussed in "B" below)
water is allocated among the members on a more economic basis. But among
these organizations, water allocation is subject to Riparian and Appro-
priative law,

1. Riparian law uarantees each riparian owner that the original stream
flow, undininished and unpolluted, will always pass by his property,
regardless of whether he uses the water or not. This right is subject
to the equal rights of other riparian owners. Rights of various
riparians may be prorated among them by a court, to allow consumptive
use of water. The riperian right is in proportion to the smallest
single unsubdivided ownership that has ever existed, so that an owner
may lose his water right by subdividing. This institution discourages
water use and land settlement.

The power of riparian owners has been hardly reduced by recent court
decisions, and it still requires a large legal investment to get a
decision in one’s favor.
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2. Appropriative law grants ownership of water to him who diverts it
and puts it to beneficial use., It was originally conceived as a
"right of use,;" and was introduced to remedy the abuses of riparian
institutions., The right was established by use and was supposed to
be lost by normse (but rarely is so lost). Since 1913, all unused
unclaimed waters have been state property, and it is necessary to
file with the state to appropriate them.

Appropriative rights teke priority in the chronological order they
were established. In dry years, "junior™ appropriators get no water
at all, "senior" appropriators get their usual quota (except under
the Mormon system of fractional water rights).

The appropriative system causes individuals to claim more water than
they need, a8 <here is no penalty for trying to take too much, and
claim it sooner than they need it, to gain priority. It encourages
aggressive litigation by anyone whose water rights might be threatened
by a new diversiocn, since S years of “"adverse use" establish the
appropriative "prescriptive right.” An appropriator does not know
until he actually begins diverting water,that is, after he has laid
out capital, that he may be enjoined from diverting and engaged in

an expensive lawsuit by someone whose interests are threatened,

3. Both riparian and appropriative fights are very difficult to transfer,
and utterly impossible to transfer in small and ever=changing quantities,
such as would be required for economic allocation of water,

local organizations for diverting and storing water and diatributing it
among individual fammers and financing these projects

1. Individual, Vhere individual’s land is adjacent to or overlies water,
and irrigation works arse of small optimum size.

2, Individual who sells to neighbors. This rather natural evolutionary
form is sharply discouraged because seller liable to be declared a
public utility, required to continue serving water at regulated pricss.

3. Individual who sells water to tenants or settlers on his subdivision
(for examdle, Shoreland Properties, Pescedero; Hawkins Ditch,
Hollister; Kern County Land Company; American Crystal Sugsr Company,
Oxnard); Seller not inhibited by being made a public utility, as he
is paid for this through land rents or sales price,

I, The Mutual or Cooperative Water Company. An evolution of form 3.
The development company which subdivides a ranch for irrigated famming
builds the works, and forms the Mutual and turns it over to the
settlers, (Tn Utah, they often developed as part of the Mormon plan
of cooperative settlement) So far as I know, they rarely develsp on
the spontaneous initiative of people already settled, as the settlement
is not usually possible without the water company,

Most Mutual Water Companies are in southern California and in Utah,
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5. Commercial weter companies., These are simply private enterprises
which undertake to deliver water to farmers in certain areas, They
are regulated as public utilities. Generally, they have proved
financial failures, becsuse the value they created in the lands they
served could not be used to help finance them, and because they had
no means of spocding land settlement, A few persist (North Fork
Ditch Company, east of Sacramento; Clear lake Water Company, west of
Voodlend).

6. Districts (Irrigation, Reclamation, Water, Water Conservation,
Drainage, etc.) '

Quasi-govermmental agencies, empowered to issue bonds and levy taxes
on the included land (improvements are usually exempted). Becanse of
this bonding s taxing power, this form of organization has been

used where very expensive projecis are necessary. Irrigation districts
have usually bsen formed by settlers who had previously been getting
water by other means. Irrigation districts are characteristic of the
Central Valley; reclamation districts of the delta; water conservation
districts of unified basins with & common ground water supply, like
both the Santa Clara valleys. i

-Districte also serve to force recaleitrant landowners to contribute

~ financially to projects-which they will mot join voluntarily.
District taxes have also often forced large landowners to subdivide
and sell their land to settlers, speeding up the development of the
project. As the landowners had to pay taxes on their land regardless
of use, slow seitlement did not doom projects to failure anyway.

Districts’ tex power captures some of the extended benefits of
projects {o help Zinsnce them, Urban areas within districts are
subject to their taxes.  (San Jose, Fresno, Modesto, Tracy, and
Merced are examples, )

Unlike other water user's organizations, irrigation districts can
sell or lease water over their boundaries temporarily, without vesting
any right in the buyer. This improves water allocation.

7. Federal Frojscis

Generally, federal projects have been turned over to the users, ore
ganigzed in irrigation districts under state law. This procedure
will probably be followed with the Columbia Basin and Central Valley
projects; although the Bureau of Reclamation may continue to operate
the dams and interdistrict works, the distribution systems will be
built by irrigation districts, and payments to the federal government
will be nede trongh irrigation districts. Thus, in federal projects
the institutions important for land settlement are still irrigation
districts,
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Federal projects open vast new possibilities for a system of
eccnomic allocation of water, The Bureau of Reclamation is fighting
to avoid vesting permanent water rights in particular districtis.

The Bureau visualizes a vast interconnected system to distribute
water to where it is most valuable, without giving permanent rights
to any loc3lity, in the Central Valley.

“Federal projects also entail the famous 160-acre limitation., This law
has teeth. Water from federally subsidized projects is not to be de=-
livered to more than 160 acres (320 acres for man and wife) under any
single ownership., The owner must be a bona fide resident on the land.
At the discretion of the Secretary of the Interior, the size limit may
be reduced, Land in excess of 160 ascres cannot be sold for more than
ite value before the project. Excess land mgy be taxed by districts
in which locaeted, even though it receives no water. Thus, large
owners and absentees are virtually forced to subdivide and sell for
a low price,

Irrigation Institutions and the Subsidy Question

All the institutions above except the commercial public utilities collect
fgubsidies" to help finance them, Irrigation water is subject to sharply
diminishing retwns., It cannot be sold for more than the value of the
marginal units. The inframarginal values accrue to the lands served.
Commercial companies cannot touch these increased rents, although they create
them. But land development companies receive them when they sell the land.
Mutual water companies can collect them through stock assessments. Districts
can tax them. This sort of "subsidy" is economically rational, and should
not really be called a subsidy, but a return for services rendered. It is

a value created by the irrigating organization that cannot be recaptured

through ordinary ma2rket mechanisms, a "nonsalable benefit."

Irrigation Institutions and the Land Settlement Question

All of them except the commercial public utilities gave some attention to
the problem, although nons of them gave enough. Most of the commercial
utilities built to serve lands they did not own and were ruined by slow
settlement. Sometimes large landowners deliberately retarded settlement
to break the water company, so they could but it cheap.,

Lend development companies, whether they subsequently evolved into private
utilities, mutual water companies; or irrigation districts, had some control
over land settlement because they owned the land from the start. Some, like
the Holland Land Company near Clarksburg, used this control to good advantage.
They did not simply sell to the highest bidder (who might have been an
absentee speculator); they "picked their settler and backed him to the limit."
Others, like the Mutvals of Southern California, were not in a position to

be much injured by slow settlement: their revenues were from water, and
water was so valuesble they could sell it 21l for a good price even before
settlement was completed, Others, like the Canadian Pacific Railway, sold

%o speculators from Nome to Delhi, and found serious difficulties in
settlement and finance,
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Irrigation districts have what I consider the most effective means of
speeding settlement. Their power to bond themselves and tax land constitutes
a means of extending credit to settlers at lower rates and for longer terms
than is possible in private lending. To visualize this, contrast a bonded
irrigation district with a comparable project in which the irrigation works
were all installed =aud paid for, In the paid up project, the anticipated
future yields of the l:nd would be capitalized into its present selling price,
and the settler would have to buy all that on his own credit or financial
resources. In the bonded district, the district has already done that
borrowing on its own credit, at L% or 5 per cent. The interest and amorti-
zation payments are made by the settlers in the form of land taxes extending
over 30-li0 years, These anticipated taxes are, of course, capitalized into
the original selling price of the land, so the credit to the settler is given
in the form of a low lsnd price,

This credit does not solve all the settler’s crsdit neceds, of course, It

is the credit by which he buys the irrigation system {which he must inevitably
buy in one way or another)., Without the irrigation district bonding and
taxing system, he buys it in the form of high land prices; with that system

he buys the irrigation works by paying taxes for many years. Furthermore,

his ability to borrow to meet other needs is somewhat enhanced because he ,
has not had to exhaust his personal credit and financial resocurces to buy
high-priced land, :

New irrigation districts usually provided water free, and taxed on land
value, not improvement value, Settlers who used water and improved their
farms paid no more than absentee owners and speculators. This hastened
settlement and development. The remarkable development of the famous Turlock
and Modesto districts occurred under this institution.

Irrigation districis car. construct distribution systems (often through sub=
sidiary local improvement districts) which bring water to every few acrss

at district expense. Thus, this institution is well suited to creating a
cooperative community of small family farms, in areas where costly irrigation
works are necessary.,

V. Conclusion

The most useful irrigation institution is, in my opinion, the district. How-
ever, what is really socially useful is not the name "irrigation district,”
but the functions I have associated with that name. Some mutuel water
companies, such as the Clark Colony MWC at Greenfield, the Natomas MWC

north of Sacramento, and the Senior Canyon MWC of Ojai, function more like
districts, and some districts serve no function at all, Such districts as
the south San Joaquin, east Contra Costa, Modesto, Turlock, Fresno, Con-
solidated, Alta (in which Dinuba of Goldschmitt's study is located) , and
others represent the irrigation district at its best. We have much to learn
from these outstarding examples of lend settlement and water use,
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A new variety of racketeer—the “dynamiter”—is promoting the sale of

home improvements at exorbitant prices and sometimes by illegal means

A method by which consumers are being swindled out of
millions of dollars was described recently in a number of
articles in the Los Angeles Daily News and the San Fran-
cisco Call Bulletin. The Better Business Bureaus of the
three major cities of California—Los Angeles, San Fran-
cisco, and Oakland—have held public conferences on the
situation, attended by law enforcement officers as well as
industry representatives and the press. The District Attor-
ney’s office of Los Angeles has a widespread investigation
under way. And, according to local news stories, the FBI
is also making an investigation.

Business Week captioned a story about it with the head-
line, “Con Men at Work,” and the subhead, “Latest sales
racket to hit California is bilking homeowners through
misuse of FHA-insured loans.” A San Francisco Call Bulle-
tin story quoted a former FHA (Federal Housing Admin-
istration) official of that area, Mr. D. C. McGuinness, as
saying: “Literally thousands of persons are being victim-
ized by the irresponsible activities of this phase of FHA
operations. . . .”

Although the publicity about the racket has come pri-
marily from the West Coast, there is little reason to believe
that it is limited to that area. On the contrary, since the
combination of conditions that makes racketeering possible
in this field could occur almost any place in the nation, it
is important that householders the country over understand
how the fraud operates so that they may protect themselves.

The swindle operates in the field of home improvement,
in connection with the sale of such things as siding, paint-
ing, roofing, heating and ventilating equipment, air condi-
ditioning, garbage disposal units, water softeners, insula-
tion, patios and porches, etc. It rests on a loophole in
federal law which opens up an avenue to easy, ready cash
which is, of course, the racketeer’s objective in any field.

Loans under Title 1

The law in question is Title I of the National Housing
Act under which loans for home improvement and repairs
are insured by the Government. About one-and-a-half bil-
lion dollars of home improvement loans insured by the
Government are now outstanding. The racket potential in-
volved is big enough to attract underworld talent. Laxness
all up and down the line from branch banks to government
officials with regard to these loans, the difficulty faced by
law enforcement officials in investigating and prosecuting
dishonest building contractors, and the readiness with
which many local radio and television stations sell time to
almost anybody with cash—all these factors add up to
encourage a highly profitable racket in which the illegiti-
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mate operator is aided, consciously or unconsciously, by
allies in legitimate circles.

The public is only now learning about conditions that
honest businessmen in the home-improvement field have
worried over for several years. And though publicity about
the racket will certainly hurt the honest operator as well
as the racketeer, the campaign of public education launched
in California was initiated by honest dealers and suppliers
in this business. As one of them put it: “Public knowledge
of the mess we are in will hurt us; but, in the long run, it
will not hurt the business nearly as much as the racketeers
are now hurting both us and the public.”

Enter the dynamiter

There are, of course, many honest, conscientious
salesmen. But the salesman who works this racket is a
different kind of animal. In the language that has grown up
around the racket he is known as a “dynamiter” because
he can generate a sales pressure that blasts a customer into
signing a purchase contract almost before the customer
realizes what he has done. He is sometimes referred to as
“a suede shoe boy” because he usually dresses on the flashy
side; and he is likely to be driving the biggest, most ex-
pensive car on the road. In the news stories he was named
“living room racketeer” because his M.O. (method of
operation) is selling in the home of his victim.

He has various ways of getting into your living room.
He may start cold by ringing your doorbell, although a
popular variation is to send a canvasser ahead to do the
doorbell ringing and make the appointment for the dyna-
miter. (“One of our vice-presidents is in town checking
up on our product and I would like you to hear from him
what we can do for you.”) He may come to you with an
introduction from a friend or an acquaintance, often one
who has also been victimized and who has been promised
a commission on the sale to you—a promise which, in-
cidentally, is seldom kept. Or you, yourself, may have
called him after hearing the advice pounded relentlessly
through a hard-hitting radio or television program: “Call
such-and-such a telephone number right after this broad-
cast, win a prize, and at no cost to you our salesman will
call on you, personally, to explain the many advantages of
this marvelous offer.” The average radio or television
listener is not aware that the salesman who calls on him is
not a responsible representative of the advertiser but an
independent operator.

Once he gets in you have to be tougher and rougher than
a good many people are, to get him out. Some victims have
reported instances of a dynamiter’s staying five hours. “He




of tolerance of the individual . . . and toward endeavoring
to maintain or to build up adequate general and local re-
sistance of the skin.” From this point of view, such meas-
ures as treatment of shoes with formaldehyde, stepping
into and out of special foot baths before entering a pool
or beach, and similar precautions are of no value. To
quote further from Drs. Sulzberger and Wolf, “Wearing
of sandals or perforated shoes and highly absorbent socks
[cotton] is often the best prophylactic measure.” The wear-
ing of perforated shoes permits evaporation of perspira-
tion; the retention of sweat or moisture favors the growth
of fungi. Cotton socks are helpful in that they aid absorp-
tion of moisture from between toes. Another recommended
practice is the insertion of pledgets of lambs’ wool between
the toes; this keeps the toes apart and permits circulation
of air and evaporation of the sweat. Of course these pre-
cautions are useless if the shoes are so tight as to constrict
the toes and produce friction, since the damaged skin
resulting from friction encourages the growth of fungi.

Keep toes dry

An important precaution against ringworm infection is
thorough drying of the toes after each bath, shower or
swim. It is especially important that the skin between the
toes, and the folds of the skin around the nails be thor-
oughly dried. The feet, especially between the toes, should
be dusted freely with talc every morning and after bathing;
the powder should also be dusted into socks and shoes.
Talc is much cheaper and, in the opinion of many derma-
tologists, just as effective for prophylaxis as the fatty-acid
powders such as Desenex, Sopronol, and others.

When prophylactic measures have failed and the skin of
the toes or soles becomes itchy, reddened, scaly or blistered,
it becomes necessary to institute active treatment. In severe
cases the services of a physician should be sought. Regard-
less of the severity of the infection, successful treatment re-
quires some knowledge of the method of operation of the
disease. The fungi and their products sensitize the skin
locally and generally, and cause eruptions of the skin.
Fungi elaborate “allergens,” not toxins, and these allergens
are chiefly responsible for the eruption of the skin of the
feet, and the secondary, blood-borne eruptions of the hands
—the so-called “id” eruptions. Because the eruptions are
essentially allergic eczemas, treatment is carried out along
the same broad lines and with the same precautions as in

other acute or chronic eczemas.

For the acute, blistering, reddened, weeping type of
ringworm infection the safest home treatment is wet com-
presses or foot baths of a soothing, mildly astringent
agent, such as Burow’s solution, diluted with 15 or 20 parts
of cool tap water. The wet dressings should be applied for
about a half hour, once or twice daily, until the acute red-
ness and oozing has subsided. Once the acute inflammation
has subsided, the application of calamine lotion is all that
is needed. There is no advantage in the employment of
proprietary preparations combining calamine lotion with
antihistamine drugs or local anesthetics.

Dermatologists caution that in the acute inflammatory
stage of a ringworm infection indiscriminate use of anti-
septic agents or proprietary athlete’s foot remedies may
actually intensify and prolong the infection. Such organic
mercurial antiseptics as merthiolate and metaphen are
among the more common offenders.

In the past few years the fatty acid chemicals have been
extensively advertised as “fungistatic” or “fungicidal.”
Among the best known are Desenex, Sopronol, and Napry-
late. Some dermatologists are enthusiastic about their
value in preventing and treating ringworm of the feet.
Others believe that their chief value lies in their low
capacity to irritate or sensitize the skin, and their conse-
quent usefulness for long continued use.

Still others agree with Dr. James H. Mitchell of Chicago
who gave the Distinguished Lecture in Dermatology at the
09th annual session of the American Medical Association
on June 29, 1950, and who said: “Regardless of the opinion
of others, it is my experience that both Desenex and
Sopronol are of very little value in treatment of fungous
infections.”

According to Drs. Sulzberger and Baer in the Year Book
of Dermatology, 1952, “In our experience, once the more
acute phase has subsided under suitable treatment, pro-
longed therapy or prophylaxis with a simple mild foot
powder is adequate to suppress clinical manifestations of
fungous infections in most patients.” An excellent simple,
mild foot powder is talc.

Self-treatment of athlete’s foot infection with strong
chemicals such as Whitfield’s ointment or salicylic acid
ointments can lead to severe inflammation. These drugs
are potent chemicals and should be used only by or under
the direction of a physician.

QUOTE witHOUT COMMENT

@GPitch of current detergent advertis-
ing—the use of detergents eliminates
the need for bleaches—has aroused the
wrath of bleach makers. . . . Most bleach
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of commission set-up.”
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makers were vocal in their complaints.
. « « ‘Damned unethical,’ declared one.
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manufacturers can get together to com-
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“‘I’s malicious advertising,” growled

@6 Make ‘salesmen’ of your TV Servi-
cers. They have entry to the home, and
folk have confidence in what they have
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technician to suggest room air con-
ditioners to customers. Offer some sort

but minor in any advertising success.
The past 50 years of advertising develop-
ment as a science have discredited cred-
ibility in favor of effective presentation.”
An ad agency representative at a pan-
el on cigarette ads, reported in TIDE
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just wears you down and no matter how you say ‘No’ he’s
got another argument.”

He plays upon fear. If he is selling furnaces he finds
that “your furnace is sending poison gas through the
house.” If water softeners, “your water is ruining your
health.” If garbage disposal units, “your sink and garbage
can are dangerously unsanitary.” If asbestos siding, “your
house in this condition (without the siding, of course) is a
firetrap.” And so on and on.

He capitalizes on feelings of inferiority. “Look here, you
are just the kind of folks I like, real people, and I want
people like you to have the best there is. It’s about time
you people, good people, were able to get something decent
for yourselves for once. That’s why my firm has joined up
with the Government to make these low-payment, FHA
loans possible, and you know that what we’re selling must
be the best there is if the Government guarantees the loan.
I’'m tired of seeing folks like you kicked around and told
they can’t have things just because they can’t fork over the
cash all at once.”

Sign on the line

He will promise almost anything he figures it will take
to get you to sign on the dotted line. Here are five examples
of the most frequently used come-ons:

1 Ten-year, 20-year, or even life-time guarantees on the
material or the product (these guarantees are generally
so worded that they are worthless).

2 Low monthly payments on a loan, insured by the Gov-
ernment without a mortgage, so that if something hap-
pens to you, you don’t lose your home in a foreclosure.
“Uncle Sam wants to see people like you keep your
homes and keep them up to date.”

3 Commissions on future sales which will amount to more
than your payments. “You are lucky. You happen to be
the first customer we have called on in this neighbor-
hood. We want to use this job for advertising purposes;
so we'll make you a special low price if you will agree to
let us use your house as a model home. Of course, we’ll
pay you for using your house. You’ll get a commission
on each sale made from showing people the kind of job
we can do right here.” This is known as “the model
home gag.”

4 Consolidation of any existing installment debts you may
have into the loan to pay for the new job he is selling.
“It doesn’t make sense for you to trot around all over
town paying here and paying there. What do you owe?
Add ’em up. I'll add that amount to the loan for this job,
then I'll pay your debts and all you’ll have to do is pay
one small payment each month to one bank.” This is the
“debt consolidation gag.” The unwary victim usually
does not know what the salesman knows, that such a
proposition is illegal; that it is, in fact, a felonious vio-
lation of Federal law, because FHA-insured loans can-
not legally be used for purposes other than home im-
provement. Furthermore, where a sizable sum has been
added to the home-improvement contract, the borrower
sometimes finds, after the job is completed, that the
salesman has disappeared and the dealer denies knowl-

edge of the promise. Thus, the customer is left with a
big loan to pay back to the bank in addition to the
installment debts he had before.

5 Ready cash, if you need it. “It doesn’t make sense for
you to pay the high interest they charge you on small
loans. That’s just robbery, fellow. Let me put this in-
sulation in your house, we’ll write up the contract for
$1000, then I'll give you the extra $500 so you can take
this little lady here, on the kind of vacation she de-
serves.” This cash come-on is, of course, a variation on
the debt consolidation idea, and it is also illegal.

There are many, many people today who, despite good
credit ratings, are unsophisticated in business dealings and
in the laws pertaining to contracts. And not all the inno-
cents are in the low-income brackets, either. Whether you
are rich or poor, however, the dynamiter will use what-
ever means he can devise to get your signature on a con-
tract. Your signature is what he wants. He does not worry
about your money. He gets his money from the dealer, or
contractor, to whom he sells your signature at the bottom
of an order for home improvement or repairs. As soon as
the job so contracted is finished (jobs the dynamiters sell
are started and finished in a hurry; sometimes men are
sent out that very night to tack up a couple of pieces of
siding), the bank pays the dealer the amount stated on the
contract, and the dealer in turn pays the dynamiter.

How much does the dynamiter get? That depends. These
super-pressure salesmen work on commission. In some
fields it is called “par selling.” This means that a contractor
sets a figure as his take from any job. In asbestos siding,
for example, the figure might be $33 per hundred square
feet, or “square,” as it is called in the trade. If the dyna-
miter can sign you up on a contract for an amount that
comes out to $90 a square, he takes the extra $57 a square.
Since a siding job for an average five-room house will call:
for about ten squares, his commission at these figures

would be $570.
The price is high

Racketeering home improvement sales are invariably
sales at exorbitant prices. Twice the price an honest dealer
would charge appears to be characteristic of a dynamiter
sale of garbage disposal units and water softeners. For
siding, painting;.roofing, insulation, and patios the dyna-
miter’s percentage hits tops—anything from 100% to
1000% above an honest price.

Because there is a combination of materials and installa-
tion charges, with installation work and problems varying
from one job to another, and often with several crafts em-
ployed, it is almost impossible for a layman to judge the
fairness of the price proposed. But why would FHA insure
a loan of say $2500 for a home-improvement job worth, at
the very best, no more than $1000?

The answer to that question is appallingly simple. FHA ~

insures Title I loans without investigating them. Instead of

making an investigation, the Government depends on what

FHA officials refer to as an accredited lending institution’s
policy of prudent lending.

This FHA practice means, in effect, that FHA will insure

Continued on next page
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any loan the bank sends in so long as the number of loans
that go sour at that bank does not rise too high above the
average delinquencies for the district, or the region. Al-
ways provided, of course, that the loans submitted for
government insurance are within the specified limits—
$2500 as a top for an individual homeowner’s loan, to be
paid back, with interest, in monthly payments over not
more than 36 months. And provided, too, that the loan is
submitted by a contractor whose name is not on the current
list of dealers whose paper FHA refuses to insure. Banks do
receive such lists from FHA. When, as a result of com-
plaints, an investigation is made by FHA, that agency may
refuse to accept any more contracts from an offending
dealer. ;

As for the banks themselves, they make no serious at-
tempt to investigate the worthiness of the loan when it
comes from a dealer whose credit is good and who is not
on the FHA bad list. From the point of view of a banker,
the prudence of a loan rests, primarily, on the degree of
risk involved in making it.

To put it another way, from a banking point of view,

an FHA Title I loan of $2000, even if it is for a $500 job,
is a prudent loan, since the bank risks no loss, and at the

same time earns a good rate of interest. Title I loans not
only are insured by the Government so that a bank cannot

Jose on them, but these loans also earn for the bank, on a
true annual interest rate, about 9.6%-—a very good bank-
ing deal; so good, in fact, that when FHA first began in-
suring such loans, back in 1934, conservative bankers
“were astounded and even shocked when the United States
Government authorized them to charge . . . an actual rate
lof charge amounting to almost 10% per annum in simple
interest” (The Role of the Sales Finance Company in the
American Economy, published and distributed by the Bal-
timore Commercial Credit Company).

Unlike the Title I1_mortgage insurance g

here

ance, there is neither inspection nor evaluation before
insurance is granted. This lack of evaluation is the Achilles
heel of FHA’s loan insurance program. No wonder that
racketeers, schooled in searching out new and better
sources of easy money, have discovered and exploited this
weakness in the FHA-loan insurance pattern.

Who gets the money?

It was not hard to find. In a booklet called Dealer Guide
for FHA Title I Loans, published in 1951, FHA makes it
abundantly clear that not only does the dealer originate
the loan, but he also receives the whole amount of the loan
from the hank, himself, after he has completed the job he
sold. The customer is responsible for the loan and pays it
back to the bank in monthly installments, but the dealer who
does the job is the one who gets the cash directly from the
bank._ o

For the dynamiter, what he sells is nothing more than
loan bait. For all his persistence, the high-pressure seller
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of painting, siding, garbage disposal units, water softeners,
air conditioners, etc., is interested in these things only

' because FHA will insure a loan on them, sight unseen.

Furthermore, unlike the established, reputable dealer,
the racketeering dealer with whom the dynamiter often
works has no long-standing experience with either the
materials or the skills in the field. Hence, shoddy workman-
ship as well as exorbitant pricing is apt to be a part of the
picture. And when and if he gets into trouble, the racketeer
moves out of the area, leaving honest operators to face
the public disillusionment resulting from his wreckage. As
the Chairman of the Board of the Los Angeles Better Busi-
ness Bureau, Mr. Philip Corrin, put it: “The people who
are running legitimate institutions are having their pockets
picked. . . . This relentless diversion of business from
legitimate sources goes on at a pace to make the legitimate
ill and the illegitimate rich.”

Easy money

It was not the purpose of Congress when it passed the
National Housing Act ta make anybody rich. Its purpose
then, back in 1934, was to help bring the nation out of
depression doldrums. Government insurance for home-im-
provement loans was designed to create jobs for men and
markets for goods. The insurance plus the generous interest
rate was intended to encourage banks to lend for home
improvement without requiring the borrowers to put up
mortgages on their homes as security for the loans. And
| Congress hoped that borrowers, since they would not have
to risk their equity in their homes, would borrow in order
to spruce up their properties, thereby putting men back to
work. :

thing was done to make it as easy as possible for
loans to start flowing so that men could start working.
Banks were designated as agents of FHA and, in their
turn, the banks designated dealers and contractors as
agents of the banks.

It was not until years later, however, that FHA loan

insurance became a sizable program. During the depres-

sion years, loans never went above $250.000.000 in any
one year. It was after World War II that FHA Title I loans

took their big jump. They have climbed steeply since. Last
year, for example, they were up 31% over the year before.
And today outstanding loans bulk into the large total of
around a billion and a half dollars.

What the racketeering exploitation of Title I can mean
at the grass-roots level is illustrated by one recent case
history. It concerns a family of four whose sole monthly
income, the wages of a semi-skilled workman, amounts to
$270 a month. They live in a GI tract in a house mortgaged
by a loan guaranteed under the Government’s veterans’
housing program. They moved into their new house in
March 1952; fell prey to their first dynamiter that same
month; were signed up for their first Title I loan of $268
for insulation (which they did not need). This first Title
I loan was financed through a different bank from the
one holding the GI mortgage. Two months later their sec-
ond Title I loan went through still a different bank. This
time it was $400 for a water softener—twice the price
charged by reputable dealers for a product that, according
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to local health officials, was not needed in that relatively
soft-water city. In June came the third Title I loan for a
garbage disposal unit. Still a different bank took this loan
for $345, although installed disposers were selling gen-
erally around $150. In September, the first payment was

due on the fourth Title I loan of $805 for a patio.
Last fall the father fell ill for a few weeks. Those few

weeks were enough. By January of this year all loans were

delinquent. By June of this year, three of them were in
FHA'’s hands for collection. The dynamiters and the dealer
had, of course, been paid off, months ago; the banks got
their money back from the FHA insurance. Now the Gov-
ernment must press this GI, whose home it has protected
by mortgage insurance, for more than double the value of
the goods he was sold. At the moment, it is Uncle Sam who
owns the very expensive garbage disposal unit, water soft-
ener, and shoddy patio out there in a GI tract in California.

The dealers, not the family, had chosen the four banks
which took the contracts. Each one of the four apparently
failed to contact either the bank holding the mortgage, or
yet another bank that held about $600 worth of install-
ment paper on furniture purchased for the new house.
Thus, six different lending institutions became involved in
that family’s affairs in less than a year and six “prudent
lending policies™ contributed to the financial fiasco facing
a family that wasn’t tough enough to say “no” to the
dynamiters.

Since delinquency rates for the country as a whole are
Mtle T Toan payments, there may not be
many such cases on record. And so Tong as employment
holds up, it is likely that the ratio of delinquencies will
stay low. There is no denying, however, that many low-
income families have been saddled with heavy payments
for over-priced home improvements and have thus had
their purchasing so curtailed that they cannot buy things
they need: a refrigerator, dental care, more meat and more
milk, etc. In short, not only have reputable home improve-
ment dealers and dynamite victims suffered, but butchers,
bakers, appliance dealers, and cattle growers have also lost
to the living room racketeers.

Operation Clean Up

It is this realization that has sent the business com-
munity, itself, in California’s three biggest cities to the
support of what the Los Angeles Better Business Bureau
calls “Operation Clean Up.” One of the first dynamiter
activities subjected to the public-education treatment in
this campaign was the steamed-up promotion of a product
called mastic paint, which took a heavy toll this spring.
Houses that could be painted for $800 were, under dyna-
mite pressure, being covered by a mastic job at $2500. So
serious was the mastic paint racket that the San Francisco
Better Business Bureau issued a pamphlet to help house-
holders protect themselves.

The pamphlet points out that few individual homes can
profitably use mastic paint as a covering, even under the
best of circumstances, since it is not designed for such
use. The booklet, called The Facts on Mastic—Not Fan-
tastic, is available from the San Francisco Better Business
Bureau at no cost, providing a stamped, self-addressed

envelope is sent along with the request. Address the San
Francisco Better Business Bureau, 420 Sutter St., San Fran-
cisco 8, California. On the last page of the pamphlet there
appears, under the heading, “Take These Simple Precau-
tions,” some advice which, if carefully followed by a po-
tential victim, makes it possible for him to protect himself
against any dynamiter who chances to get into his living
room. CONSUMER REPORTS suggests that readers who are
interested in the mastic paint problem write for the pam-
phlet; but because the rules laid down in the advice are
important for all kinds of Title I contract purchasing—
many apply to any major home improvement job—they are
reproduced here:

Simple precautions

e Be sure of the identity and reputation of the salesman
before you sign a contract. Be sure he represents the
firm named on your contract.

e Do not sign contract in blank. Read every word of every
paper you are asked to sign. Do not sign a sheaf of
papers thrust before you, but take time to read each one
carefully.

e Find out the name of the lending institution which will
finance the contract, and the rate of finance charge you
will be required to pay. Then, call the lending institution
for verification. You have to pay back the amount of
money borrowed from the lending institution whether
or not the work proves to be satisfactory.

e Do not sign a contract which does not correctly state the
facts. For instance, if a down payment is specified, it
must be the amount paid by you. Title I, FHA Contract
Forms include this warning: “Any person who knowing-
ly makes a false statement or misrepresentation in this
application shall be subject to a fine of not more than
$3000 or by imprisonment of not more than two years
or both under provision of the United States Criminal

Code.”

e Be sure the contract includes clearly defined specifica-
tions concerning the work to be done.

e Do not sign a completion certificate until the work is
completed to your satisfaction. The completion certificate
enables the contractor to collect in full from the lending
institution.

If you encounter any difficulty, and you are not able
to work out an amicable solution with your contractor,
consult the Better Business Bureau or the contractors’
licensing agency in your area.

Better Business Bureaus never recommend or endorse
any person, firm, or proposition; but they do give factual
reports without charge.

Before you invest, INVESTIGATE!

And, if CU may add a word of advice, always get written
bids from different dealers for any home-improvement job
that runs into a sizable sum of money, and be sure the
different dealers are reputable, well-established dealers,
and are bidding on the same written specifications.
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THE VAPORIZER HAZARD

The widespread sale of lindane vaporizers as household

. insecticides may be a serious menace to public health

There have been many ads in the papers in recent months
for a product variously labeled and variously priced, but
generally designed to be used in the home for the vaporiza-
tion of an insecticide called lindane. The prices, from
about $3 to many times that amount, represent a range
from simple cup-like devices to be hung over an ordinary
light bulb to more elaborate units with built-in heating
elements. These devices give off lindane vapor which is sup-
posed to keep the treated space free of insects.

Suspicious consumers are likely to raise a question as to
the safety of such a device. And their suspicions are shared
—and have been for some time—by government agencies
and medical men, who have seen similar though somewhat
more elaborate devices sold to and installed in factories,
stores, and even schools in the past year or two. The prob-
lem was considered serious enough to warrant a special
report by the American Medical Association Committee on
Pesticides.

The Committee’s report, which was published in May
1952, was carefully hedged, but revealing. While recog-
nizing the potential though unknown toxicity of lindane
vapors, and the various added hazards of uncontrolled use,
the report, in effect, approved thermostatically controlled
devices for limited commercial application, though it re-
jected the simpler, uncontrolled vaporizer offered for home
use. But perhaps more revealing than the report was the
dissent registered by a member of the Committee, Dr.
Herbert K. Abrams, formerly chief of the Bureau of Adult
Health of the California State Health Department, in a
statement to the Committee on Pesticides on January 31,
1952. Said Dr. Abrams:

1. There have been no convincing studies done to my knowledge

which demonstrate that any of the insecticides, even DDT, are safe
under conditions of long term, low level absorption.

2. In the absence of such studies, the commercial marketing of a
device which has not been demonstrated to be safe, violates the
principles of good public health and should be viewed with concern
by the medical profession.

3. There is not demonstrated a need for this type of insect control
which is so urgent and over-riding as to justify its use in the face
of its potential danger to human beings.

4. The proposed statement [of the Committee on Pesticides] con-

tains several contradictions:
a. How can you reconcile a statement opposing its use in homes
and at the same time approve its use in industrial and commercial
establishments where a large segment of our population spends
one-third or more of their lives, not to mention other members
of the population who are exposed when eating or doing business
in these places.
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b. After specifying the conditions for use the statement recog-
nizes that ‘few if any of the devices which are currently in
operation have the protective features previously enumerated.’

5. T believe this is a matter which under existing deficiencies in
legislation, differing legislative patterns between the various states
and localities, deficiencies in public health personnel available to
discharge even the most elementary public health responsibilities,
the thousands of such devices which are already in use or will
be in use will be a problem absolutely impossible to control.

6. Is it wise now to approve for general use a procedure which
deliberately contaminates the air and which has not been demon-
strated to be either harmless to human beings or so urgently
necessary in insect control as to justify its use?”

The Food & Drug Administration, which has no juris-
diction over the vaporizers but does have jurisdiction over
food contamination, has been performing tests which show
the ability of lindane vapors to penetrate wax paper, cello-
phane, and brown paper wrappings, and to contaminate the
wrapped food with lindane.

Under the Federal Insecticide Act passed in 1947, the
Department of Agriculture licenses the sale of so-called
“economic poisons,” and prescribes proper labeling which
includes both instructions for use and precautions. State
control is, in most cases, much like the Federal. At both
Federal and state levels, lindane, as an insecticide with
prescribed procedures for use, is licensed and its labeling
registered. However, no lindane vaporizer sold for use in
the home has been approved.

Unfortunately, some state departments of agriculture
have taken the position that since “under proper use” lin-
dane vaporizers are not known to be dangerous, their use
cannot be halted. The fact that lindane vaporizers are not
known to be safe is precisely what worries public health
departments, whose job of protecting the public is not
made easier by the attitude of the various agriculture
departments.

In some communities there is pressure for the passage of
city ordinances to license and control the sale of lindane
vaporizers. Such an ordinance would make it more diffi-
cult for public health departments to keep vaporizers out
of restaurants and to issue public warnings to communities.
Under an ordinance specifically licensing vaporizers for
sale to homes, the city’s householders would be the guinea
pigs in the test of lindane.

Until the scientists and the health officials are able to
determine with reasonable certainty the condition—if any
—under which a lindane vaporizer can be safely used,
consumers should not buy them. :
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4?"’ FINAVMCING AGRICULTURAL DEVELOPEENT

Credit Lim.tetions in Agricultural Development

Equity Capitel.-~The majority of capital used in agriculture is not borrowed.
It comes largely from retained earnings either by present operators or former
operators from whom it was acquired by inheritance or other family arrangements.
Although a large part of the developmental work on farms has resulted from the
gradual "plowing back" of farm earnings, often those whose farms are most in need
of development have ssvod little and have the least ability to save.

Agricultural Developrent.--The problem of agricultural development concerns
both the farm owner wiin sccumulated savings and the farm debtor. Agricultural
development follows such lines as the expansion of resources for more efficient
production, the shift to more profiteble enterprises, the conversion from dry
land to irrigated farming, and conssrvation practices designed to increase soil
productivity or decrease production costs. Conversely, the effects of lack of
development, such as a progreesive soil depletion, may result in a decrease in.
net farm returns.

Capital Appreciation.——Increassd net returns to the farm operator resulting
from farm improvements no® only mske possible a higher level of farm living but
contribute to a permanent increase in the value of the farm. Normally, this in-
creased real income would provide a borrower with the ability to repsy the cspital
expenditure, and the increcaced land valus would secure the additional capital re-
quired, .

Use of Credit.--The purpose of cradit is to put buying power in the hends
of those who can make ths most effective use of it. The justification for bor-
rowing on the part of the berrower is the belief that he can make the borrowed
funds earn more than he his to pay for them. The borrower is thus compelled to
make an estimate of the returns out of which interest and principsl payments can
be made. -

Iimitations to Borrowing.--Unfortunately, the development capital must be
expended before the enhanced sfficiency can be realized. The uncertainty of
realization becomes the impediment to adeguate credit supplies in terms and
conditions suitable to the needs of the borrower.

Appraisal Policy.--Under existing practices, it is very difficult for insti-
tutional lenders wisely to extend credit for financing land improvements ae not
enough is known concerning the productivity of improvements. The appraisal stand-
ards of many lenders do anot reflact the future income potential of the farm which
is likely to result from proposed developments. Anticipations are not to be con-
gidered as a factor in land valuation. For example, the Equitable Life Assurance
Society bases farm loans ¢n normal agricultural values consistent with normal
incomes and perquisites for the farm under its present development.
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Low-Income Farmers.--Farmers with incomes barely sufficient for family living
and the retirement of the purchase money mortgage are not free to solve resource
allocation problems cn tbe hasis of economic considerations. :

The Tenure Problem.~-Inadequate capital may not be the fundamental. problem.
In many cases the step from farm tenancy to encumbered ownership should never
have been underteken. Ths process of getting started in farming and in making
the transition to full ownership is following a new pattern. The old agricul-
tural ladder started with the (1) unpaid family lsbor to (2) hired nan,
(3) tenancy, (L) encumbered owmership, and (5) full ownership. Now the tenancy
rung of the ledder is being replaced by a full-fledged opereting contract or
father-son partnership, suc the encumbsred ownership rung is being replaced by
ths first stages of the transfer process undsr which the son obtains a spscific
ownership claim on the farm business. Despite the objections to tenant farming,
encumbered ownership is a mistake unless sufficient capital resources have been
accumulated to purchase an adequate farm unit.

- -3

The Ideel Mortgage.--(iven land that has a high degree of productivity,
located favorably with respact to primery and local markets, under competent
- RS management, and free fircm sgnior liens inthe form of irrigation or reclamation
: district obligations, a morigage loan thal leaves a generous margin of safety
with respect both to average earnings and to the value of the property can be
regarded as a sound investmant. :

Mortgage Limitations.--Certaelr distinct disadvantages inherent in farm
mortgages are (1) poor markecability if the investor finds it necessary to sell;
(2) the assumption of numercus duties and responsibilities involved in looking
after the loan; and (3) ‘scant diversification of risk. However, the yield on
the best farm loans is still considerably better than on corporate securities
of good standing.

The Lemncders' Problem.~-From the lenders' point of view, the problems of
extending development cepita. include (1) insufficient basis for appraising
the probabilities of future income in order to determine recovery value.in the
event of foreclosure and (2) the reluctance to defer principal repayments for
development purposes. Nearly all types of lenders are hesitant to reopen a
mortgage and extend additional eredit for obviously desirable improvements.
Where a mortgage already exists on the farm, practically the only way addi-
tional credit may be secured is through = complete regi_ria@i_ngo\ff.he moftgagen

: ey

—

Sources of Credit.-~l roview of the prineipal sources of long-term credit

will provide a vetter meesas of evaluating possible remedies to development capi-
tal problems.
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COMMERCIAL BANKS -

88.~-Designed prinaclly to receive deposits, to make loans, to trans-
for money and credit, to supply a circulating medium to irdividuals and business
enterprises, to fulfill ths short-term financisl needs of trede and commerce and
so assist in the promction cf agriculture, trade and industry.

Laws, Rules snd Policies.--The proper field for bank loans is determined
by (1) the linitations imposed by law; (2) the obligations of z bank to its
customers in the way of deposit liability; (3) preveiling business conditione
or trends in business; end (1) the policies established by the bank's board of
directors.,

Liquidity of the Loan.--& bank msy maintain the liquidity of its funds by
(1) repayment of the loane; (2) rediscounting notes of its cuztomers with the
Federal' reserve bank; (3) dirsct sale of the notes or security behind them to
another party; end (L) rotstion of loans.

|

Safety of Principal.--'o advence will be made unless the baak is convinced

that the borrower can znd will repsy the smount borrowed.
: SRR WWW 4.#/'7444&&/ M’W M/;p-r'm‘f.

Pillars of Credit.--Eases used by banks in extending credit: (1) cheracter--
by interview, the banks' records and other éredit scurces; (2) capital--by a
financial statement; (3) collateral--property or preperty rights pledged as
security for a loan; and (L) capacity to pay--repaying ability esiimated by =a
analysis of anticipated ircome and expenses. T

Powers and Limitations.--The power to make loans on improved real estate
is within the limits prescribasd by banking law. The legal limit to any cne
individual is limited to 10 per cent of the capital and surplus of the bank.
Real estate loans may not sxzczed 60 per cent of the appraised value of the
property and must be amortized at a minimum rate of 4 per cent of the originsl
principel annually with a meximum maturity of 10 years. Loans up to 50 per cent
of the eppraised value of property may be made flat for 5 years.

Elements of Strength.--There are about 14,000 independent units in our
banking system today (compared to 29,000 in 1920). Developments that give con-
fidence that our banking eituation today is much stronger thasn in times past
include (1) improved public supervision correcting ueny esarlier deficlencies of
banking prectice; (2) the FDIC which insures deposits thus helping tec prevent
future withdrawale of currency by depositors; (3) the expansion of the powers
of the Paderal reserve barks to extend credii to banks; and (L) the dominant
plece cf liquid feder:l securities among the assets of banks.
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INSURANCE COMPANIES

; Investment Pollcey.--Incurance comparies attempt to serve the best interests
of their policyholders by investing availsble reserve funds so as to gain as
high a return as possible, consistent with safety. Farm nortgegs losans are mada
in selected areas where rates are relatively high and the security and volume of
long-term credit is satisfactory. '

Source of Funds.--The reserves of insurance companies ars, with the axcep-
tion of policy Loen end pelicr surrender demands, not subject to extensive
fluctuations, so thst tiey vy be invested for long periods of time.

Lending Methods.-=Insurance companies obtain farm mortgages primarily

through correspondarts, brokers, end local loan agents. Companies are nov de-
veloping professionsl stafis to handle real estate acquired, appraisal of land,

and negotiation of lozns. Competition among lenders has served to increase the
amount loaned, with less emphasis on terms of payment and interest rate. Pre-
payrent of loans often cariizs g psnalty. Life insurance conpanies are limitad

by state laws to maxisus locns of SO to 66-2/3 per cent of the appraiead velus. To ¢
degres life insurance companies must have liquid investments that yield regular
income in order to meet indemnities. '

Composition of Losns. Farm mortgage loans of life insurance companies z-e
of two mejor types: regular mortgages and purchase-money mortgages. Purchasi-
money mortgages arise directly out of the sale of real estate owned by the
mortgage=. A relatively large number of sales contractsalso arise from the suls
of real estate held cubrignt.

INDIVIDUALS

osg.-~Individual investors hold mortgages in many cases because they
took real estate mortgages es part of the sale price of farms, or of farm
equipment and supplies, |

Lending Methode.--3inze nany mortgages held by individuals have originated
in business transasctions in which the lender is financially interested, the
terms and conditione are varied. The conditions usually influence the interest
rate charged and the security accepted. Very often the loan is large in respoct
to the land value and bears a relatively high rate of interest and a short meturity
date. Conditional sales contracts are often used by farm purchasers who are m-
able to make a large enough down payment to cbtain immediate title to the land.

‘Land contracts are en important mesns of selling farms to tenants with a relativelr

small down payment.
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FARY CREDIT ADMINISTRATION

Authority.——Frasidentisl Executive Order No. 608k, effective May 27, 1933,
placed the responsibility for federal farm credit policies and azctivities on
the Governor of the Famm (rocit Administration. In 1939 the FCA was placed in
the Department of Agriculturs, : ~

08G.=-=T0 provide a complete end unified agricultural credit system to
handle the credit needs of farmers from a farmer's point of view and on a business
basis at the lowest possible cost, by affording farmers a complete and coordinated
system eseentially cooperative in form and largely farmer controlled to tap the
sources of private capital for obtaining loan funds not readily avsilabls from -
other credit instituiicns.

Federsl Land Banks

Authority.--Federal Farm Loan Act approved July, 1916.

/l/o w«ma&/\ Source of Funds.--Direct government appropriations to ¢ epital and surplus,
Boords . . & $5.00 stock subacription requirement for each $100 borrowed by farmers, anc

.— the sale emy; federzl farm loen bonds secured by the wmmatured principal
C b of farm mortgages, authorized times the amount of capital stock.

e

- Sound Loan Policy.~-"A Federal Land Bank loan is sound if (1) it serves a
useful purpose; (2) the amount and terms or repayment are within the debt retire-
ment capacity of the farm and the borrower; (3) the borrower is an acceptable
riek and his equity in the normal valus of the farm and his equity in his other
assets are such that he will be encouraged to protect his investment at sll tires;
and (L) the quality of the “2ra is such that the bank and association will be
afforded reasonable protecticn against loas should acquisition become necessury .

PLrgose.—-To supplenent other sources of farm mortgege credit and to provide
a type of long-term amortized loan which is especially sdapted to the particvl:er
needs of farmers which is not readily availsble from other mortgage credit irsti-
tutions. There are 991 national farm loan associations in the 12 districts cavvec
"by Federal Land Banks (compared to 5,03k, December 31, 1935).

Terms.--Interest rate, i per cent; meximum loan, $100,000 but not to excsed
65 per cent of the appraised "nmormal" value of the farm for sgricultursl purposes 3
maximum maturity, L0 years; psyments smortized asnnually or semjgnnually.

Normal Agriculturasl Value,--"The normal agricultural valus is the smount o
. typical purchaser would, uncer usual conditions, be willing to pay and be justi-
fied in paying for the property for customary agricultural uses, including ferr-
home advantages, with the sxrectation of receiving normal net eamrnings from the
farm. This value is based upen agriculturslassets only, an informed typicel
purchaser, and a substantial down payment, the purchaser to assume unmatured
.drainage, levee, irrigation, and similar liabilities."

Bonds of the Federal Land Bank.--The following factors are responsible '
the high rating and low yield enjoyed by the Land Bank bonds:
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l. They are the joint obligation of the 12 institutions.

2. The total volume outstanding must not exceed 20 times the capital aand
surplus of the banks.

3. They are superviscd by federzl authorities.

4o They are fully backed by cash and mortgage loans. The mortgage loaas
cannot exceed 65 per cent of the normal value of the land and improve-
ments. A loan is granted only to an owner whe is asctually living and
operating on the farm pledged as security.

— 5. The principal is exempt from state and loeal property taxes and the
interest from etaic income taxes. /.

6. The mortgage must be endorsed by the local Farm Loan Associatioh.

7. The bonds asre lezal for trust funds in many of the states, and banks
may use them as security for federal deposits.

Purposes of Land Barit Loans.—~Federal Land Bank loans closed in California,
Arizona, Neveda, anu Utzl, ©a2 last 100 loane closed prior to December 15, 1950,
amounts of loans granted For various PUrposes.

To refinance real sstate mortgages held by:

Federal Land Bank 30.4 per cent
Insurance companies P AL
Commercial banks 9.4 m m

oo Others i 172 . ¥ 1"

Total % S S
Tg/fg;;nance chattel mortgages, notes and accounts held by:
Comnercial banks .1 per cent
Production Credit Administration .7 " *

Others Bed n @
Total 9.9 " L

To buy real estate

Repairs end improvements to buildings
Repairs and improvemsnts to land
Purchase farm machinery

Purchase livestock

General farm operations

All other purposes

% Land b, dpernt o1 szan/wy/&ym
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Authority.-—Public Lzw 731, approved August 1L, 1946 transferred the Farm
Security Administration ard the Emergency Crop and Feed Loans of the Farm Credit
Administration to the Farmsrs’ Home Administration, an agency of the Deparitment
of Agriculture.

National Goal.--The uvse of credit to echieve ownership of full-time family
farms with sufficisnt earning capaclty to support an adequate standard of living.

Definition of & Farm.=-To qualify, a farm must constitute an efficient
family type, farm management unit defined by the administering ageney as follows:
*a farm which furnisihze {vll, productive, ysar round employment for an averagas
farm family and which an sverage farm family can operate successfully without
employing outside labor, except during brief pesk-loed periods at planting or
harvest time." In additicn, such a farm must have "the capacity to yield incore
on the basis of long~time prices which will maintain an average farm family
according to accepteble living standards, pay annual operating expenses, pey for
and maintain necessary livestock and farm and home equipment, and pay off the.
loan." The legal definition i3 a parcel or parcels of land that constitute &
single operating uni: ¢n valch agricultural products worth $L00 or more at 1Sk
prices are or can be produced. (The Bureau of the Census defines a farm as an
"agricultural enterprises of as much as three acres or smaller tracts with annusl
preduction of $250 or more.")

Loan Policy. To provide credit and other aids for farmers (but not including
corporations or cooperestive associations) who need assistence, beyond that which
is fully self-supporting o¢n a commercial basis, up to 100 per cent of the full
purchase price of the farm houghty; or of the improvements made. Loans will not
qualify where refinancing constitutes the major purpose of the loan.

Repayment Requirement.--Annual payments of principal and interest sufficient
to pay off the loan on an amortized besis within the term of the loan are required
with variable advance paymenits optional. The prepayment reserve plan is designed
to encourage the accumulation of a reserve for years of low income. Those who
have accumuwlated a reserve may draw upen it as necessary to pay the required arnuel
installment, provided the installment is for a year of below-normal income. Throse
who have not accumulated & reserve will be compelled to draw upon other resources
to meet the reguired annuel pgyment. This is in contrast with the previous avthori-
zation which permitied borrowers to pay less than a full snnual installment in
low-income years even though they had not accumulated surplus psyments. Uncar
the 0ld plen variable payments were vequired to the full amount of net cash in-
come available after necessary living expenses had been deducted. On June 30,
1946, 8L per cent were following the variable plan with 68 per cent ahead of
schedule. Uncer the old fined plan prepayment did not place the borrower ahead
of schedule as does tihe present plan.

Refinancing Agreement.--The borrewer must, upon request of the Sscretary
of Agriculture; apply for and accept credit from other sources as soon a3 he
may be able to obtain 2 loan at rates and terms prevailing in the ersa.




Production and Subsistence Loans

Authority.~~Title II of the Bankhead-Jones Farm Tenant Act.

Source of Funds.--Annual sppropriation out of short-~term production funds
formerly available for the current fiscal year to the Farm Security Administra-
tion and funds of the Farm Credit Administration's Emergency Crop and Feed
Loan Division.

Purpose.~-Short-term, non-real estate for purchase of livestock, seed,
feed, ?e%{iIizer, farm equipment and supplies, other farm neede, and family
subsistence. :

Terms—-The initiel loan cannot exceed §3,500 and the outstanding indebted-
negs cannot exceed $5,000. Interest rate, 5 per cent; maximum maturity, 5 years.
Security, crop and chettel mortgage. If deemed necessary to protect the loan,
the borrower must accept farm and home supervision. Loan based primarily on
ability to pay.

Farm-Owmership Loans /

Authority.—-Title I of the Bankhead-Jones Farm Tenant Act as amended.

Purpose.--To permit cwners of undersized or underimproved farms, as well
as tenants, to acquire, enlarge, or improve farms which will be of sufficient
size, productivity, and cspital equipment to make a living for a farm family.
Also, loans may be made to make major readjustments in farmming operations to’
meet chenging conditions.

Loan Limit.~~The legel limit on the loan and owner's equity shall not
exceed $12,000. This investment limitation has been broadened and is established
on a county basis. County.committees must certify as to the eligibiliiy, quali-
fication, and investment limit of the gpplicant.

Direct Loans. Direct farm-ownership loans are made from limited funds
derived from annual appropriation. Interest rate is L per cent; maximum
maturity, LO years; advances up to 100 per cent are permitied.

Insured Loans.--Insured farm-ownership loane, interest rate 3 per cent
plus 1 per cent premium for mortgage insurance, plus appraissl fees, maximum
maturity, LO years, advances up to $0 per ceant of the farm value- may be
granted without limit (except that not more than $100,000,000 of mortgage
principal obligations shall be insured in any one fiscal year). A mortgage-
insurance fund of $25,000,000 is authorized as a revolving fund for the opera-
tion of the insurance program. Institutional investors are the principal pur-
chesers of the insured mortgeges, which are assignable and are eligible as
investments of national banks. There is no assured secondary market for the
insured mortgages due to odd amounts and no definite term. Servicing cost is
at the expense of the Farmers' Home Administration. The entire credit of the
federal government assures the solvency of the insurance fund.
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Water Facility Loans

Authority.--Pope-Jones Act approved in 1937, smended in 1940, :

Funds. ~-Government eppronriation limited by fiscal period.g @WW Casit

Area and Purpose.~-Program limited to the 17 western states for the purpose
of building up the recourcss of the farm by assuring a better water supply. To
improve, repair, or build new water facilities, including leveling; a program
that takes over where the Bureau of Reclamation leaves off.

Eligibility and Terms.--An operator of a femily--type unit or an organiza-
tion of such operators can borrow up to $100,000; interest rate, 3 per cent;
maximum maturity, 20 yezrs.

Security.--A farm mortgage, although the primary basis is ths ability
to pay.

Farm Housing Loans

Authority.~~Public Law 171, Title V, Housing Act spproved July 15, 1949,
Funds.—Direct government appropri ation, limited by fiscal period.

Policy.~~The realization as soon as feasible of the goal of a decent home
and a suitable living environment for every American family through governmentel
‘assistance for decent, safe, and sanitary farm dwellings and related facilities.

General Terms.-~Interast rate, L per cent; maximum maturity, 33 years
(generally do not excead 20 y 2ars); security, whatever equity the borrower has
in his farm. The applicant must show that he is without sufficient resources
to provide the neceesary housing and buildings on his own account and that
he is unsble to secure the credit necessary from other sources upon terms and
conditions which he cculd reasonably be expected to fulfill,

Section 502.--Loans for houses end buildings on adequate farms: farms
with adegquate income but insufficient equity. A moratorium may be declared upon
a showing by the borrewer that. due to circumstances beyond his control, he is
unable to continue making peyments without unduly impairing his standard of
living.

Section 503.--Loans for houses and buildings on potentially adequate
farms: those whose farms are expected to be so greatly improved within S years
that their income from all sources will be adequate to carry the losn and to
maintain a reasonable standard of living. The spplicant must agree to adopt
a plan of farm improvement, crlargement, or adjusted practices, which, within
5 years, would be expected to increase his income to an adequate level. If
he cannot meet his payments during the S-year period, the interest and 50 per
cent of the principal may be waived.,

Section 504.--Other special loans and grants for minor improvements:
families with inadequate housing and farms incapable of sufficient improvement
to bring the family income up to an adequate lavel. Assistance is limited to
owner-occupants and may take the form of a loan or grant, not to exceed $1,000
if in combination, or not to exceed $500 as a grant. The grant is a temporary
expedient to aid families until something more fundamental can be done.




fééééka. #he costef i 4mné;;;;a//¢uﬁ§@noﬂ fion loeon £Lisht - becrire e,
/L?uﬂvnwy W/WV, “’//“? Oaig-wuéagwdnw{a

Disaster Loans

Authority.—Disaster Act, April 16, 19L9.
Funds.~=Covernment sppropriation, limited to need.

Terms.-~Short term; high risk; interest rate, 3 per cent; no maximum
amount, secured by crop and chattel mortgage.

Distribution of Loans.=- ' |

Farmers' Home Administration
Loans ¥ade from July 1, 19L9 to June 30, 1950

Total amount Number
Production and Subsistence Loans 1,621,895 797
Direct Farm-Ownership Loans 183,760 18
Insured Farm-Ownership Losns 37,635 b
Water Facility Loans 293,433 101
Farm Housing Loars 735,730 W3
Disaster Loans (prirarily two counties) 2,189,670 537

Supervised Credit.--As the problems of low-income, family-type farmers
unable to obtain credit elsewhere have not been entirely financial, the ser-
vices extend beyond the lending of funds. The combination of a eredit and
farm progrem through the association of technical and managerial guidance and
assistance with the use of the loan has served to protect the government's
investment and to furthsr betier systems and practices of famming. :

Ability to Serve Applicants.--The Fermers' Home Administration was able %o
serve only 33 per cent of the production loan applications submitted in 13948,
compared to 78 per cent in 1945. With the funds available, an average of about

“___ 20 applications for farm-ownership loans were received for each lcan made. In

1948 only one loan could be made for every 30 farm-ownership spplications.

FARM MORTGAGE DEBT: Totel cuistanding and amounts held by principal lender
group3, California, January 1950

1,000 dollars Per cent
; WVW oA

Federal Land Banks 54,333 13.0 , b Bl
Federal Farm Mortgage CorpE/ L,841 1.2 WT 3
Farmers' Home Administration 1,856 '
Life insurance compsnics . 65,073 15.5
Insured commercial banks 7;,?57 ;8. S
Individuals and others 215,580 1,8

Total 1119, 340 100.0
a/ Authority to make new loans expired July 1, 1947

P Y a//ualﬂ- $/ﬂ&??() MM wr
Comererc g z Pia 35 o

$ G0 over

470 om e very P 70




FARM MORTGAGES RECORDED: California in 1949

1,000 dollars . Number Per cent
Federal Lend Beark 12,852.2 1,773 10.9
Life insurance companises 13,053.0 806 5.0
Commercial banks 28,331.0 5,236 32.2
Individuals h8,361.0 : 7,0)53: hgaé
Miscellanecus lenders 8,463.0 1 o3
Total 111,080.2 16,243 100.0

Eveluation of Ecurces of Credit.--The government credit agencies discussed
here sppear to have bzan conceived as a permanent part of the American financisl
system. Their design to cope with emergency needs facilitates the Administra-
tion's program of econocmic and social reform. Competition with private financial
agencies is mede possible by lower interest rates and by the assumption of risks
which are impossible except by subsidy. Even though loss occurs, these agenclies
can justify themselves on the ground that useful relief has been afforded or that
some economic cbjective is being promoted. The needs of borrowers should not re-
place the credit worthiness of borrowers as the primary principle governing
credit relations in the field of agriculture.

The Interest Rata.--In ordinary times the farm borrower should be entitled
to an interest rate based on the cost of funds in the general money market.
Artificially low interest rates on farm mortgages tend to be translated into
higher land values without long-term advantage to either the farmer or the
public. The conventional supposition is that there is available to the borrower
an unlirited supply of capital resources at going prices and that additional
capitsl investment is carriad to the point where the purchaese price of the mar-
ginal input equals the sales price of the marginal output. The fact that capital
is limited so that marginal cost does not equal marginal revenue implies that the
farm is kept below its beat combination of resources.

The Factor of Uncertainty.--By uncertainty is meant the failure to realize
expected price, cost and technological production rates for which no eppropriate
rigk premium can be paid. The importance of uncertainty in agriculture means
that appropriate allowanca must be made for it. Lending agencies safeguard
their interests from unexpected change by the ratio of credit to property value
and not necessarily by interest rate. Uncertainty of land ownership, the gap
between expectation and realization, results in farmers with limited assets often
selecting small farms both in size and productivity. However, risk in farming
may increase more rapidly than scale. Large farms and favorable conditions go




-] P=

This pamphlet outlines a definite procedure with all necessary legal forms,
including application form, mortgage and schedule of advances and repayments, for
a loan to be made to finance a program of land improvements, including construc—
tion of grassed waterways, terraces, outlet structures, diversion ditches, stock
ponds and fences, and lime, “ertilizer and grass and clover seed. It might also
have included clearing land of trees, brush, stumps or stones, pasture improve-
ment in general, drainage, weeding, thinning, snd tree planting,

The mortgage is in two parts, with two separate schedules of repayments.
The example shows an amortized first mortgage for 60 per cent of the gppraised
value of the farm, with annual payments on the purchase loan of $5L5. The re-
payments on the land-improvement part of the lcan are 75 per cent of the estimataed
increased income resvlting from the improvements, with 9 annual paymerts scheduled
for liquidation.

Comments =

. 1. The example is an exceptional farm, veluved at $22,695 before improvements
and $31,572 after improvements. Cash expenditures of $9,714, including interest,
are high considering a 60 per-cent mortgege.

2, On the ordinary famm, much of the improvement would be done by the
farmer himself, instead of an all cash basis as in the example.

3. Most farmers in ordinary times will went to borrow only to cover cash
costs instead of msking advences on a cash-cost basis.

ke In practice many farmers will not want to borrow to finance sll of the
work on a “"complete" farm plan, but take parts at a time,

5. In pushing the full improvement program, more work must be hired then
if the program were carried out over several Yyears. It would be difficult for
the livestock program to keep up with the increase in feed and forage. This
was brought out in a study made in 1940 of progress on a group of TVA unit-test
demonstration farms in Tennessee. ("Progress and Possibilities for Further
Progress on Fifty Unit-Test Demonstration Farms in the Valley of East Tennessee,
Tennessee Agricultural Extension Service.) The cheapest way to increese lrerds
of cattle is to raisz more heifer calves and this takes time,

6. If the livestock pregram is to bs accelerated, loans for this purpose
must be included. Lack of cspitel and credit was one of the reasons for the
ag on the TVA farms.

7. The livestock program, expected costs and receipts, should be estimated
at the beginning of the progranm.

8. Drastic changes in land improvement are likely to reduce the farm income
for the first one or two years. A full budget of expected sales receipts and
expenses must allow for changes in acreages as well as yields, and for all crops,
and for feeding the feed znd forage crops to livestock for each year before any
definite amount of repayment can safely be scheduled any year.
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9. 1In addition to the full budget, the farm planning involves much more
than planning the physicel land improvements. It calls for balancing against
each other the most promising cropping systems and accompanying livestock systems.
The sbove program suggests that a physical plan was laid out that seemed ideal
from the standpoint of s0’l snd water conserxvation, and then a livestock system
was chosen that would consume the combination of concentrates and roughage that
would be produced. Such a procedure assumes that a program that is excellsnt
from 2 soil conservation standpoint is also best from the stendpoint of use of
human and other resources. It overlooks ths fact that most land can be main-
tained at a wide range of levels of preductivity. The St. Joseph farm presupposes
that a high level of productivity will pay best. A much less intensive system
could be devised that would still suffice to check erosion and might fit better
into the general economic situation. Often the level of productivity that is
best is nothing more tkan the amount of land available. Given a relatively small
acreage, a particular farmer may find that his best alternative is to raise the
level of productivity of what he has,

10. The job of farm planning and working up budgets on which to base
schedules of loan advancss and repayments must be worked up for the individual
fsrm. An ideal arrangement would be to have extension agents help farmers work
up farm ecredit plans that the fammers could offer to their local banks for
financing, :

Proposed Lines of Private Action for Borrowers

Capital Accumulation Through Tenancy.--Tenants with inadequate capital who
anticipate encumbered ownership will f£i d the requirement to pay interest and
principal more rigid than rental paymenis. Delayed ownership in some cases will
accelerate capital accumulation. When farmers are faced with high capital re-
quirements and are unable to meet the provisions set up by credit sgencies, they
must decide between ownership of a smaller or less productive farm and renting
a larger or more productive farm, .
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Improvement Leases.--A good lease encourages the tenant to Lake proper care
of the improvements and to msintain the farm as an efficient productive unit.
Making new improvements that become a permanent part of the property is customarily
the responsibility of the landlord. The farm will be better developed and cared
for when the lease malies ¢l-2r the responsibilities of both parties in meking ime
provements and repairs.

Delayed Improvement.--New farm operators may benefit more by minimiziag the
use of long-term credit for capital improvement until experience can better sarve
to mitigate the unknown quantities.

Improvements by Steps.-~A step by step planned program of farm development
may otften be handled vitr a minimum of cash outlay. Short-term credit is often
adequate, making it unnecessary to disturb the existing long-term credit arrange-
ment. Farm operators can do much of their own improvement work during slack :
season.

Making improvements in steps requires less credit and also reduces the un-
certainty of future income. 0Often productivity is reduced directly following
certain improvement practices, such as leveling.
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Propossd Lines of Private Action for Lenders

Encourage Prepayments.--Borrowers are inclined to use suiplus returns
for improvements instead of prepayments on debt. With the uncertainties of
future price conditions and Lo some extent, preductivity hazards, this may work
to the disadvantage of bLotn lender and borrower. . Flexible payments are always
implied in credit instruments, but it is difficult to enforce payments that are.
not due, unless the maturilty date of obligations are timed to coincide with
borrowerst income.

Control Disbursemants’-mCon trolled disbursements provide a measure of control
where a line of credit is approved based upon the promise of certzin borrower per-
formance. A violation of agreed performance may result in a loss both to the
lender and the borrcower.

Technical Staff.--The use of compstent farm-management experts to provide
menagement services and supervision in addition to appraisal services help place
cradit in deserving hands and prevent errors of poor judgment.

Crop Insurance.--The use of some form of crop insurance to help assure
repaying ability of borrowars and reduce the risks inherent in farm loars.

Proposed Linss of Government Action for Lenders

{(:’ Withdrawal of Subsidies.--~It is significant that agricultural credit is

]T coming to be regarded more and more as an instrument to further social progress.
However, where governmsat subsidy makes possible the assumption by government
credit institutions of visks that are impossible for private lending agencies,
losses frequently result waich are chargeable to the general welfare. Opposi-
tion to government cred.t des .ings often develops, as for example, note the
recommendations of the commitiee on federal tax policy: "Prompt withdrawal of
the Federal Govermment .from the lending field.....drastic curtailment of all
federal aid, grents, subsidy and special service programs." (Wall Street Journal,
March 6, 1951) '

Competitive Intersst Rates.--The authorization of increaspd interest raves
by government{ credit agencies in line with those of private financial agencies.
This would not only plaze Gh: government lending agencies onaself-supporting
basis, but would serve to atiact additicnal cutside cspital for agricultural
requirements. Borrowers would benefit by greater availability of funds and 2dd-
tional services that competition in the lending field would promote.

Extension of Loan Limits. The gradual extension of statutory locan limits
to lending agencies du3 to the proportional absorption of risk through competitive
interest rates would implement the power of credit to promote farm ownership.

Assured Credit Feciliidss.--By placing goverﬁment credit agencies on a ‘self-
supporting competitive basis, their continued and necessary continuity of
existence would be mors assured.

Irving F. Davis, Jr,
March 16, 1951
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Mortgage Credit
For Homes Urged

WASHINGTON (® — Housing,
Administrator Albert M. Cole|
|{ald Monday the government may

\take “direct action” unless pri-
/ate_mortgage cag%IIL’lLeH_ZMabl
'to sustain reasonably high home|
| building _activity. |
| Cole’s adress, prepared for thm
| American Bankers Assn. at its|
79th convention here, was the|
first official acknowledgement of |
xgovernment concern — and sur-
rise—over the housing slow-
down. Many builders have blamed

a shortage of credit.

OME STARTS DOWN

New home starts in August,
Cole reported, were down to a
rate of 970,000 a year, not seri-
ously below the 1,127,000 in 1952.
But a sharper future decline is
Endicated by a drop in current

pplications for Federal Housing|
dministration (FHA) mortgage|
insurance, he said. ‘

This may mean some diffi-|
culty next year, the head of the |
Housing and Home Finance|
Agency went on, in keeping resi-
dential construction up to a level
consistent with a sound economy.
He told the bankers:

“I submit to you the very]
serious.reminder that if we are
unable to maintain a reasonably
high continuing volume of home
production—which means an ade-
quate continuing flow of mort-
gage credit—we may be required
to resort to some means of as-

sistance to avoid ‘unnecessary
wrenches to our entire eco-
BOMY: .+ e

‘READJUSTMENT PERIOD’

“On this somewhat sober note
I suggest in sincere candor that
the bankers weigh carefully the
problem they share with housers.
ogether you have the oppor-
unity to demonstrate that pri-
ate industry can and will handle
he job without a return to direct
igovernment action in the housing
ield.”
" In harmony with the. “sound
oney” policy of the Eisenhower
iym dministration, Cole said, the
housing agency increased interest

rates on FHA-insured and Vet-\
erans Administration-guaranteed |
mortgage loans and took other
steps to free the mortgage market
from federal intervention.

“A readjustment period was ex- |
pected, and most certainly has|
occurred,” he declared. [

“Frankly, it is more of a re-
ad]usfmcnt than was contcm
plated either in or out of govern-|
ment, and there are many houcers\
and many bankers who .express|
concern about the present situa-
tion.”

Few of the 7,000 delegates
seemed to expect more than a
mild and brief readjustment in
the wake of the mobilization
boom. Most of those interviewed
avoided even the werd ‘reces-
sion.” To a man thcy approved
[the “‘sound money’ policy of the
Repubhcan administration.
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Bonds Finance
Loans to Vets

SALEM (®#—The Oregon Vet-
erans Department sold five mil-
lion dollars worth of bonds Tues-
day to finance its program of
making farm and home loans to
veterans.

Kuhn, Loeb & Co., New York,
bidding an effective interest rate
of 2.36 per cent, was successful
among the nine firms that sub-
mitted bids.

The department now has sold
38 million dollars worth of bonds
for the farm and home loan pro-
gram, and it has loaned a total
of 46 millions.

The second lowest bidder was
Bankers Trust Co., New York,
with 2.369 per cent.

The interest rate is compara-
tively high, but not as high as
the 2.391 per cent rate on the
four millions of bonds sold last
March. Until this year, the inter-
est rates were under two per cent.




extends drying fime for
rugs and heavy pieces.

Why Clothes “come clean”
in a Hamilton...
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:°' Fresh - Flo Deep Rinse

ol You can't get clothes !
clean in dirty water ...

Hamilton provides a
constant flow of fresh,
clear water plus triple
rinsing action!
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Home Administration

INCE 1938 California and 16 other |
Western States have been receiv- |
ing the benefits of a Federal loan
program designed to assist individual |
farmers and small groups of farmers |
to develop and utilize their water re-
sources for irrigation, livestock, and |
domestic water use on farms and |
range lands. Known as the WATER |
FACILITIES LOAN PROGRAM, it is |
administered, along with other farm |
loan programs, by the Farmers Home \
Administration of the U. S. Depalt—\
ment of Agucultule
In the year ending June 30, 1952, |
vas loaned under the‘
program to California farmers.
More than 800 such loans have been |
made since 1938. Over one-half of "in
ifornia have been
aid. For the year beginning July |
1, 1953, $470,000 has been allocated |
to California for Water Facilities |
loans.
No Competition
Water Facilities loans do not com-
pete with other sources of farmer\

credit. Each applicant for a loan must | panies, Irrigation Districts and Water |
| Associations, provided they have all

show evidence that the loan needed

iR FACILITY LOANS

cannot be ai m o &
es a

erms.

1 Before a loan is made a county ad- |
| visory committee of three local resi- |

dents, two of whom are active farm-
ers, consider each application.
Loans may be made to individual

| farm operators or farm tenants who
| own or operate farms that are not
| substantially larger than family-size |
farms, These loans are usually based |
upon written Farm and Home Plans |
prepared by the farm family with the |

aid and advice of the County Super-
visor of Farmers Home Administra- |
tion. The Farm and Home Plans show
how the farm is to be organized and
| operated to receive the benefits of the
loan.
Eligible Groups

Lo'ms may be made to non-oper-

;:: owners if an appraisal s S
th e farm will provide adequate
sSec Llllby for the loan aﬂu bllt‘ 1on
operator owner has_dependable in-
come to assure that the loan can_ b
repaid.

e Farmers Home Administration

‘also is authorized to make Water |

Facilities loans to non-profit associ-
ations such as Mutual Water Com- |

WESTERN WATER NEWS — AUGUST,

T
| corporate powers necessary to the
| borrowing and repayment of the loan

credit| and the operation of the project or

| facility financed with the loan.

Requirements \
To be eligible for the Ioan the\
| Association must be
the necessary funds b
its _or charges on its
to borrow the funds from commercial
banks, cooperative lending agencies
or other responsible credit sources at
reasonable rates and terms. The
Association, Company or District

must also show that farm owners or |
| tenants operating farms that are not |
substantially larger than famllv-sme\
farms will use a major portion of the |
| water to be made available by the‘
‘ facility.

anmeexm services are pro 1ded\
|

of farme “connection with each |
loan. ;
Many Purposes \

Loans may be made for consiruc-

| tion, repair, enlargement or rehabll-‘
| itation of irrigation facilities and‘
| farmstead water facilities. Included |
are such items as wells, pumps and |
motors, pressure systems, pipe lines, |
| sprinkler systems, storage dams and |
| reservoirs, diversion dams, etc. Loans
may include funds to purchase a
source of water supply or buy water
stock in a mutual water company or

[ | association,

‘ Individual loans may include funds

to pay membership or assessment |

| chs levied by a water company |
or association if it uses the funds to1
ﬁn'mce an approved water develop—
ment or utilization program. Loam‘
[ may also be made to pay hired labor |
and equipment rental costs for land |
leveling which is necessary to make;
efficient use of irrigation water.

Other Terms ]
‘ Under Water Facilities program |
| policies loans cannot be made that |
| involve the development of new un-i
‘ derground water supplies for irriga-

| t10n in any locality where the under-

‘gmund water table is known to be

declining or where it appears that
the underground water supply is al-

| ready overdeveloped.

Water Facility loans are usually
made for periods not exceeding 20
years and are repayable in shorter |
periods if the borrower’s anticipated |
income will allow for repayment in a |
shorter time. Interest is charged at

n unpaid principal balances.
Limit May Be Raised

The Water Facilities program be- |
gan in 1937 with a limit of $50,000 of |
federal funds loaned to any one \

t. This limit was raised by the ‘
Congress to $100,000 in 1949, and bllls I
are pending before Congress to I{IISC‘
it still higher. \

Further information on the Water
Facilities loan program may be ob-
tained at county offices of Farmers
Home Administration Ilocated in
Yreka, Red Bluff, Oroville, Willows,
Yuba City, Santa Rosa, Fairfield,
Sacramento, Stockton, Modesto, Mer-
ced, San Jose, Fresno, Visalia, Han-
ford, Blythe, Riverside, South Pasa-
dena, San Diego, or El Centro, or at
the state office located at 1515 Clay
Street, Oakland.
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or Trinity U.S. Chamber ill Passed to

Diversion Issues Resources |Help Power
power plant in this instance. ‘ Pamphlet rojects

Two Hundred Million Project

The third application covers 1,800,- | The Chamber of Commerce of the
000 acre-feet per annum for subse- || United States has just released a pam-
quent use for power, fish and wildlife || phlet entitled "OUR WATER RE-
propagation, navigation and inciden- || SOURCES. HOW SHOULD THEY ., as applied to power
tal recreational purposes. Diversion || BE DEVELOPED?", the purpose of developments 01: Sfatos and Matlos
is to be made at Trinity storage dam || which is to briefly present and explain ip‘zllitie:' wasi passed by both houses
and the Lewiston diversion dam_for‘ the nation-wide V|ew.pomf concerning || & 5 novess in the closing hours of
subsequent use at powerhouses im- || a water resources policy as crystallized ‘the l-ax‘E cinsion and is rovion fhe
illedi“;tel.v belgw ITl‘mittlyeallrll?mI; ex)is- }hrlc:mugohu:li‘:::n;rg:n;ozlaa*r:o?;)r water re ‘deék téf ;Presiclent Eisenhower for
on dams and along th a - 2| e y S e e
duit. According to the Bureau, the || sources development, it gives the ;iﬁga:112(13(6\Splflc"t]ﬁf)‘llll(’lzl’)ltéheSelzi\lb(I)I:t?‘l
QStimaf,ed cost of the di\{e}‘siOIl WO Cha.mber's view on ‘suc.:h matters as Lot fhe I:'edél‘nl ‘P‘]())wel’f Acf Whiéh yifto
including the power facilities, will be || National Water Policy; Federal Re- || " "~ fov Bhe taking vmee U s
| $207,334,000. || sponsibility; Local Responsibility; Ba- || Vides for the f‘a . _O?e’t P
The fourth application, involving a || sin Development; Board of Impartial ‘ 'Umt‘ed State:s 9' ?‘ll&‘ leOJi‘f ‘ ulpon 91
diversion of 1,700 cubic feet per sec- || Analysis; Interstate Compacts; Ap- ‘dft‘e.l the expiration of the license
ond, was filed on July 23. This water || proval by Congress; Valley Authori- ‘peuod._ he Power Aot aBeas
would be used for power and inciden- || ties; Flood Control; Reclamation; || The idea th{f’ t 1e\ 0 tl" ] © ‘ST?U .
tal domestic purposes by the Trinity || Hydro-Power Development; Steam- || l?"‘ Y:u_ncnded‘ ‘““5‘_ g‘“}““ ec m‘ “‘fﬂ(‘;
River diversion project. Diversion || Electric Projects; Regulation of Utili- || S€veral years ago when a PrOpORSS
would be made at the Tower House || ties; Stream Pollution; and Water Re- st'aFe developm‘ent on the Bmtzl%
diversion dam for subsequent use at || sources Data. River was throttled because the

HE BILL eliminating the recap-
ture provisions of the Federal

| license granted by the Federal Power
Sample Statement Commission provided for recapture

the Matheson and Keswick power- |
houses. The estimated cost of the di- | To pick out a sample statement un-
version works, which include the || geor the heading of National Water
Matheson power plant and switch- | Policy, the Chamber states: "The ||
yard is $39,519,000. |

ded Water Bill

Page 1, Col. 4)

on a non-political basis leaving to the
Attorney General only representation
where the State is a party to litiga-
tion.

of the facility by the Federal govern-
ment at the expiration of the fifty-
. year license period.

Congress, through appropriate legis- ‘ Federal funds were not involved in

lation, should establish a consistent ||, way ang it was felt that the re-
and progressive water and land policy . AT 5 & Aok cionc

Stability Sought

It is my personal view that to have |
the Attorney General’'s Office, the |
head of which may be changed every |
four years, directing and controlling
the water development and problems
of the State is unsound. If changing
administrations can completely
change the concept of water law
every four years, we will never have
any consistent and continued devel- |

| opment of water policy.
I am sorry to have to take issue

© MEN FOR F

Good men become available fro
irrigation districts. As a special s
background and experience are pu
persons with a view to bringing the

Those desiring to apply throug
summary of not over 50 words for
personal history statement of train
health, etc., for supplying directly f{

Requests for further details on f{
viduals who may want to be includ
to the Irrigation Districts Associatil
San Francisco 3.

|
No. 6. Irrigation engineer with 30
years' experience in engineering and
management of large Midwest de- |
velopment desires location in Califor-
nia. Age 51. Good health. Details of
experience, together with references,

will be furnished.
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18—Mournful
20—Posed for portrait
| 22—Rock

23—Fungus skin disease
26—Cooking vessel
27—Fiction story
28—To rectify
30—To obstruct
32—Dance step
36—Animal’s foot
38—More recent
41—Paths
43—Moceasin

45—Pile cioth
47—Transg1essxon
 49—Hurried
 52—Lairs
54—Manufactured
 55—To mend

| 56—Edible seed
57—Measure of weight
59—Period of time
60—Candle

63—Note of scale

Answer to Saturday’'s Puzzle
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"Joint liability" clause keeps banks from lending much, =
absolutely lkeeps Fed. Land Banks from lend: o lMost loans made by
individuals, ?—Tﬂ, which is standard for short term loans on W.
Slope of Colo., where r.e. l.re. high. Fed. Land Banks, & "Joint
Stock Land Banks" cannot 1ond where there is a prior lien, & govt.

roject charges & ”joi:t iability" were such.

3.5 / - > - * N
time 100 coes & individ
monopoly.
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changed 11‘316
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Private irrigation co.s
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His figures on
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y crops may be high
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cos®
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sale of

production
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4 Drought
States Ruled
‘Disasters’

WASHINGTON July 31 (£)—The
Agriculture Department today des-
ignated the entire States of Ala-
bama, Georgia, Kentucky and Mis-
sissippi as “disaster loan areas” as
a result of the severe drought.

The action will make it easier for
farmers who have suffered losses to
obtain Federal loans.

The announcement said a pro-

longed drougnt.in the four States,
coupled with unseasonably high
emperatures, has seriously damaged
11 crops, particularly feed .crops
nd pastures.

Agriculture Department -officials
id they also are considering early
ction to place all New England and
additional areas of the South in the
disaster classification.

All of Tennessee and.big areas of
Missouri and Arkansas had bee
designated as disaster areas earlier

To be eligible for a loan from th
Farmers Home Administration,
farmer must have suffered substan-
tial loss from the drought and be
unable to obtain credit from local
private or co-operative sources.

Acting to avoid the liquidation of
livestock herds in the south, sec-
retary of agriculture Brannan sum-
moned agricultural officials of nine
states—Tennessee, Arkansas, Mis-
souri, Kentucky, Mississippi, Ala-
bama, Georgia and North and
South Carolina, to a conference
in Nashville tomorrow.

i Up for discussion, Brannan’'s an-
{nouncement said, will be measures
to halt heavy marketings of live-
stock resulting from burned pas-
tures and ruined hay crops. Heavy
livestock marketings have been re,
ported, particularly in Tennessee.

No l_lair_r Forecast fo
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short number of years is evident in Table 3. The volume
of FHA and VA mortgages which have been issued in
Twelfth District states is shown in Table 4. At the end of
1952, over 44 percent of all mortgage debt outstanding
on nonfarm 1- to 4-family houses was partly underwritten
M}u}%r;gther through FHA insurance or
VA guarantees. Alfhough conventional mortgages were
in the majority, representing 56 percent of all outstand-
ing mortgages, this may be compared with the last prewar
year, 1941, when conventional mortgages represented
more than four-fifths of all outstanding debt.

Standardization of terms: The increase in Govern-
ment-underwritten mortgage debt has greatly increased
liquidity, in the shiftability sense, of mortgages. This has
come about both through the decline in the amount of risk
borne by the lender and in the more standard minimum
terms upon which the mortgages are made. For example,
Section 203 FHA-insured mortgages must be grouped
according to risk characteristics. In practice this is done
by assigning a numerical rating which indicates the de-
gree of risk. Such risk is gauged by analysis of three
groups of risk elements: (a) mortgage credit elements
which focus on the borrower, (b) real estate elements
which relate to the property, and (c) loan elements which
pertain to the mortgage instrument itself. Private lenders
in recent years have similarly made use of mortgage risk
rating systems. This wider use of risk elements in clas-
sifying mortgages has made many mortgage terms more
uniform and has thus contributed to shiftability.

Federal National Mortgage Association: In addition
to furnishing this direct aid to liquidity by decreasing risk
and increasing standardization of terms, the Federal Gov-
ernment also participates directly in the secondary mort-
gage market through the Federal National Mortgage As-
sociation. This agency was established in 1938 to buy
‘and sell FHA -insured mortgages and through such trans-
actions to establish and make a market for such paper and
thereby encourage construction and investment by pri-
vate institutions. Its authority was enlarged on July 1,
1948, to purchase GI mortgages. As of the end of 1952
the Association held $2,242 million of mortgages of which

TasBLE 3
MortGAGE DEBT OUTSTANDING ON NONFARM 1- To 4-FaMILY
PropErRTIES—UNITED STATES, 1939-1952
(in millions of dollars)

——Government-underwritten——

FHA.- VA- Con-
End of year Total Total insured guaranteed ventional
1939 16.3 1.8 1.8 e 14.5
1940 o 17.3 2.3 2.3 . 15.0
1941 .. 18.4 3.0 3.0 5% 15.4
1942 18.2 3.7 3.7 s 14.5
1943 .. 17.8 4.1 4.1 ! 13.7
1944 .. 17.9 4.2 4.2 s 13.7
1945 18.5 4.6 4.1 0.5 13.9
1946 23.1 6.3 3.7 2.6 16.8
1947 28.2 9.6 3.8 5.8 18.6
1948 33.3 12.5 5.3 7.2 20.8
1949 375 15.0 6.9 8.1 22.5
1950 45.1 18.9 8.6 10.3 26.2
1951 51.9 229 9.7 13.2 29.0
1952p 58.2 25.4 10.8 14.6 32.8

P Preliminary.
Sources : Hon'_te_Loar! Bank Board, Federal Housing Administration, Vet-
erans’ Administration, and Federal Reserve System.

86 percent were VA-guaranteed, and currently holdings
are around $2.5 billion.

In practice, the acquisition of a large part of VA-guar-
anteed mortgages resulted virtually in direct lending by

the Government. As the 4 percent rate on VA mortgages
became increasingly unattractive to lending institutions,
the authority of the Federal National Mortgage Associa
tion to purchase from a lender was increased from 25 per-
cent of his eligible mortgages to 50 percent in August
1948, and then to 100 percent in October of 1949. This
led to the use om—gfﬁm1md-
ers would make 100 percent advances to builders with
FNMA committed in advance to purchase the resultant
mortgages. As a result of this virtually direct lending the
Association reached the end of its lending commitment
within six months, and over $2 billion was furnished the
housWMil
1950 the funds available were insz billion
to $2.75 billion, but the additional $250 million could be
used only for purchasing mortgages on an over-the-coun-

ter basis since the authority to commit funds for future
mortgage purchases was eliminated.?

In addition to adding liquidity to the mortgage market
both directly and indirectly, the Federal Government has
other important activities in the nonfarm residential mort-
gage-lending area.

Federal Home Loan Banks: The Federal Home Loan
Banks constitute a system of regional banks established
in 1932 to provide credit and other facilities for savings
and loan associations and similar institutions in connec-
tion with their home mortgage lending if they are mem-
bers of the system. In addition, the Home Loan Bank
Board, which supervises the Federal Home Loan Banks,
has subsequently been authorized to establish and direct
the Federal Savings and Loan Insurance Corporation
which presently guarantees shares in associations of the
savings and loan type up to $10,000 per saver. At the end
of 1952 membership of the system included 4,028 sav-

1The gross authorization of FNMA was increased to $3,650 million in July
1952, but mortgages other than defense or disaster mortgages are still
limited to $2.75 billion. FNMA'’s secondary market function is limited in
several ways. It can deal only in certain types of mortgages, can buy only
limited amounts from any one lender, and can deal only with the origin-
ating institution.

TaBLE 4
FHA AnND VA INSURANCE AND GUARANTEES
TweLrFrE DIsTRICT
VA home loans,
principal amount approved

cumulative through
—December 25, 1952—

FHA -insured
home mortgages
,—cumulative 1935-1951—

Amount  Percent of Amount Percent of
(millions of United (millions of United
Area dollars) States! dollars) States!
Arizona 51 0.3 172 1.1
California .. 2,604 14.2 2,743 16.7
Idaho ... 40 0.2 84 0.5
Nevada .. 9 e 45 0.3
Oregon ¢ 105 0.6 222 1.4
tah wlswmiss s s 57 0.3 159 1.0
Washington .... 388 2.0 648 4.0
Twelfth District 3,355 17.6 4,074 24.9
United States.. 19,040 oie 16,388 e

1 Only the continental United States is included. .
Source: Veterans’ Administration, Federal Housing Administration.
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of the past few years, it is estimated that the efficient
production rate could rise by 1955 to a daily output of
400,000 barrels.

Plans for a long distance pipe line from Alberta to the
Pacific Coast have been under more or less active discus-
sion since 1939. Even at that time it was foreseen that
a large surplus of crude oil would be developed in the
Canadian Prairie Provinces which must seek an outlet
on the world’s markets. The increasing difficulty of find-
ing new crude oil reserves in California, together with the
rapid development of substantial supplies in western Can-
ada, has created the basic condition requisite to the suc-
cess of pipe line transportation of petroleum over the
Rocky Mountains to the Pacific Coast.

The Trans Mountain Pipe Line was originally financed
through the backing of a group of important American
and Canadian oil companies, including several California
producers.® The total cost of the 718-mile line, extending
from Edmonton to Vancouver, with a southward exten-
sion of 30 miles to a point near Bellingham, Washington,
will not be far short of $100 million. This figure includes
the cost of pumping stations, storage facilities, tidewater
docks, and other facilities. Construction of the line by a
San Francisco engineering company began early in 1952
and its completion is scheduled for October of this year.
Having a diameter of 24 inches, the line is designed for
an ultimate capacity approaching 300,000 barrels a day.
It has an initial throughput, on the basis of three pump-
ing stations, of 120,000 b/d. A fourth station is already
under construction which would permit shipments by
1954 at a daily rate of 150,000 barrels. The initial tariff
to be charged for transporting crude oil from Edmonton
to Vancouver has been indicated at 45 cents per barrel.

The whole area of the Pacific Northwest, including
most of Oregon, Washington, and British Columbia, as
well as Alaska, has depended up to the present almost
entirely upon California as the source of its oil supply,
both for motor and industrial fuels and for heating pur-
poses.? In years marked by severe winters this has some-
times involved a rather tight supply situation for heating
oils, especially at the distributor level. The market for
petroleum products in western Oregon, Washington, and
British Columbia is estimated at about 285,000 barrels
per day in 1952.2 Much the greater part of the petroleum
requirements of the whole region has been supplied by
tanker shipments from the California refineries in fin-
ished form, with relatively limited shipment of crude oil
to local tidewater refineries. The refining capacity of the
entire area has consisted of three small refineries at Van-
couver, having a total daily capacity of about 28,000 bar-
rels, together with two small asphalt plants located at

1The original sponsors of the Trans Mountain Oil Pipe Line Company,
which will operate the pipe line, were: Gulf Oil Corporation, Imperial
Oil, Ltd., Shell Oil Company, Standard Oil Company of California, Union
Oil Company of California, and Richfield Oil Corporation.

2The refinery of Imperial Oil, Ltd. at Vancouver, B. C., imported small
quantities of Borneo crude in the first half of 1952 and since September of
that year has brought in some 5,000 barrels per day of crude by tank car
from Alberta.

3 Petroleum Administration for Defense, ‘“Transportation of Oil,”” Decem-
ber 1951, page 39.

Portland and Seattle, plus a still smaller refinery at Spo-
kane which has operated somewhat intermittently on
crude shipped by tank car from Montana. The aggregate
refinery consumption of crude oils for the whole area has
probably averaged somewhat under 40,000 barrels per
day in recent years.

The early availability of abundant supplies of Alberta
crudes of relatively high gravity will soon change this
picture drastically. Two of the existing refineries at Van-
couver are to be enlarged from a total current capacity
of about 20,000 b/d to nearly double that figure. More
important is the decision of a leading California com-
pany,! not presently a factor in the Northwest refining
situation, to construct a modern 35,000 barrel per day
refinery at Ferndale, Washington, on Puget Sound about
midway between the Canadian border and Bellingham.
This plant will be connected by a 12-mile lateral 16-inch
pipe line with the southern terminus of the Trans Moun-
tain Pipe Line. Construction work on the new refinery
is to begin during the summer of this year and comple-
tion is scheduled for the fall of 1954 by which time the
necessary pipe line connections will also be installed.

Designed to produce over 26,000 barrels per day of
gasoline and other light distillates, together with some
6,000 b/d of fuel oil, the new Ferndale refinery will mark
an important event in the petroleum history both of the
Pacific Northwest and of California as well. Together
with the concurrent expansion of already existing refin-
ery capacity in Vancouver, it will almost double the crude
oil input of the Northwestern refining industry.? Even
more significant is the fact that this whole regional devel-
opment, based on the relatively short haul of crude oil
from Alberta made possible by the Trans Mountain Pipe
Line as contrasted with the longer distances and narrow-
ing supplies from California, will relieve the pressure on
California oil fields which are already being pushed to the
practical limit of efficient operation.

The outlook for future supplies

Changes sometimes occur very speedily in the oil in-
dustry. Ready examples are provided by the rapid trans-
formation in the Pacific Coast inventory situation be-
tween 1948 and 1950 and by the upsets in the whole world
supply and demand position occasioned by the closing
down of the Iranian oil fields and the Abadan refinery in
1951. Confident prediction as to the probable future
course of events in the oil industry is to be avoided un-
less the prophet is willing to hazard his reputation.

Some things, however, can be said with relative cer-
tainty. The “chronic surpluses” which plagued the Cali-

1 General Petroleum Corporation, a subsidiary of Socony-Vacuum Oil Com-
pany, Inc.

2Two other leading California oil companies, sponsors of Trans Mountain
Pipe Line, have taken preliminary steps to construct modern refineries
of substantial size in the Pacific Northwest which would make use of the
new Canadian oil supplies. The Shell Oil Company has just announced
that it is considering the construction of a 50,000 barrel per day refinery,
probably to be located at Anacortes on Puget Sound between Seattle and
Bellingham. The Standard Oil Company of California has recently pur-
chased a large tract of land north of Seattle with frontage on Puget Sound
suitable for a large refinery location.
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fornia oil industry during most of its history—except
during war years—seem to be definitely a thing of the
past. The growth in demand for petroleum products in
this area definitely exceeds the rate of increase in domes-
tic supply. For a considerable period now California has
been “producing” its crude petroleum reserves at a higher
rate than most other oil-producing areas of the country.
New oil in the quantities needed to satisfy the expand-
ing markets of the Pacific Coast states is proving more
difficult to find and more costly to produce. Unless there
should be an early development of some new source of
energy, such as atomic power for industrial use, or un-
less large new supplies of high gravity crude are discov-
ered in the submerged offshore tidelands and made avail-
able at economic costs, it seems fairly certain that this
region will soon have to look to other parts of the world
for a substantial part of its petroleum requirements.
Where are these essential energy supplies to come
from? The known surplus oil-producing areas of the
world are relatively few in number and the distribution
lines from these areas to the chief consuming markets
are, for the most part, fairly definitely established. The
great Texas and Mid-Continent oil fields will probably
continue to supply the major requirements of the central
and eastern sections of the United States, supplemented
increasingly by the large export surplus of Venezuela and
other Caribbean countries. The phenomenal increase in
petroleum output of the Middle East, great as it is, prom-
ises to be absorbed by the growing needs of Western
Europe as oil replaces coal as a fuel, and by the require-
ments of the newly developing industries of Asia itself.

The most promising sources for future supplies of
crude oil to supplement the local California resources
appear to be Canada, Texas, Venezuela, the Rocky Moun-
tain area, in about that order, and possibly at some more
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distant time such presently undeveloped areas as the Wil-
liston Basin of North Dakota-Montana-Saskatchewan. In
the still more distant future, when we really “run out of
oil,” loom the enormous shale deposits of Colorado which
yield a usable substitute for crude petroleum. It is sig-
nificant that one of the large California oil companies has
been conducting a long-time experimental project de-
signed to test the relative economy of obtaining liquid
fuels from shale, as compared with the cost of refining
crude petroleum.! The current heavy imports of oil from
the Eastern Hemisphere are probably only a temporary
stopgap to bridge over the interval until Alberta oil
reaches the Coast in substantial quantities. Heavy trans-
portation costs would handicap Middle Eastern oil, and
even Sumatra or Borneo oil, in competition with the more
economical pipe line transportation from Alberta, not to
mention the greater hazards involved by the trans-Pacific
voyage in time of war. The proposal to bring in Texas
oil by pipe line to southern California refineries is also
not entirely dead and might be revived if and when con-
ditions warrant. Meanwhile California oil producing con-
cerns, large and small, are actively engaged in prospect-
ing for petroleum in many outside areas, notably in Utah,
where the largely unexplored Uinta Basin contains dis-
tinct possibilities of significant oil discoveries. The large
San Juan Basin at the junction of the four states Arizona,
New Mexico, Colorado, and Utah, which presently is an
important producer of natural gas but has not yet been
adequately prospected for oil, is also regarded as a fav-
orable possibility for future development of oil for the
motors of California.?

1The Union Oil Company of California. See ‘“Western Power and Fuel
Outlook,” pp. 41-48.

2See ‘“Oil Supply and Demand in the West,” a speech by Robert L.
Minckler before The National Association of Financial Analysts Socie-
ties, San Francisco, May 5, 1952. See also “Oil and Gas in the Rockies,”
a report by Dorsey Hager, Consulting Geologist, for J. A. Hogle & Com-
pany, Salt Lake City, February 13, 1953.

HOME MORTGAGE LIQUIDITY AND SECONDARY MORTGAGE MARKETS

AVARIETY of proposals to improve secondary mortgage
markets have been made during the past five years.
These proposals have emanated from mortgage bankers,
Federal agencies involved in mortgage financing, and
Congress. Some of them visualize essentially a private
secondary market, although Government assistance of
one kind or another is often involved in the plans, while
others propose a sort of Federal Reserve System in the
mortgage markets. All proposals evidence dissatisfaction
with the existing markets as well as the desire to have
mortgages become a more liquid asset than they are at
present. This article very briefly describes the secondary
market, the nature of liquidity, and the extent of Govern-
ment operations which affect the mortgage market. It
also brings out some aspects of the areas in which further
study would be desirable.

The secondary mortgage market is a term generally
used to describe transactions in existing mortga T
they have been originated. In this respect this market is

analogous to the stock exchanges which deal primarily
with old issues originally marketed by investment houses
at an earlier date. In the secondary mortgage market the
principal sellers are the commercial banks and mortgage
companies who originate mortgages and sell them to
longer-term investors such as insurance companies, sav-
ings banks, savings and loan associations, and others. A
buyer, however, may also be a seller and vice versa. Just
as a well-functioning stock exchange adds to the ability
of a listed corporation to market a new issue of its stock
because purchasers will be able to dispose of it readily
should the need arise, so a well-functioning secondary
mortgage market enhances the ability of borrowers to ob-
tain funds at lower rates than would prevail if no sec-
ondary market existed.

The importance of the secondary mortgage market
arises from the enormous dollar volume of home mort-
gages outstanding, the fact that the holders of such mort-
gages require liquidity in different degrees, and the

/A
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uneven geographical distribution of savings available for
investment. The needs of some lenders for ready cash
impel them to sell the mortgages they originate to longer-
term investors. Similarly, the fact that new savings may
exceed the amount of local investment leads to purchases
of mortgages in other localities. The volume of mortgage
debt outstanding is shown in Table 1, which also exhibits
the holdings of different types of lenders and the changes
in their holdings since 1939. Although comparable figures
are not available for lenders in the Twelfth District, some
useful information can be gleaned from mortgage record-
ings, which are shown in Table 2. The principal sharp
distinctions between lenders in this District and the na-
tion are that commercial banks and individuals are rela-
tively more active in the District in originating mortgages,
and savings and loan associations, and particularly mutual
savings banks, are less important.

The nature of liquidity

The desire for liquidity is satisfied in greater or less
degree, depending upon the character of the commodity
involved and the nature of the market. The general mean-
ing of liquidity is clear enough : nearness to money. Thus
a 90-day Treasury bill is a close substitute for cash, a 30-

ear Government bond a less close substitute, and a 30-

ear mortgage is an asset even farther removed from
money. It may be useful to distinguish two aspects of
liquidity : (1) the ability to convert an asset into money
promptly, and (2) the ability to realize a sum upon con-
version which is close to the amount paid for the asset or
to the value at which it has been carried on the books of
the owner.

The first property of liquidity (which is often called
shiftability) is best secured by assets which lend them-
selves to easy classification. Such is the case for common
stocks of the larger corporations in this country. These
securities are labeled, their nature generally understood,
and sufficient information is readily available to permit
reasonably accurate grading of the security. These factors
contributing to shiftability are strengthened by the exist-
ence of organized exchanges for dealing in such securi-
ties—such as the New York and American stock ex-
changes. An organized exchange permits continuous in-
formation as to the prices at which persons will buy and
sell a particular security. It also requires specific informa-

TasLE 1
MortGAGE DEBT ON NONFARM 1- T0o 4-FAMILY PROPERTIES
Un1tep STATES, 1952

,~——Preliminary estimates of loans held——

Amount Percent Percent

(thousands of of increase

Type of lender dollars) total since 1939
Savings and loan associations... 17,590 30 417
Life insurance companies ...... 11,800 20 808
Mutual savings banks ........ 6,180 11 194
Commercial banks ............ 11,250 19 462

Federal National Mortgage

ASBOCIREION o0 o 0i0w:0/06 a10ieibioss 2,210 4 2,110
Individuals and others ........ 9,125 16 194
Tl iicniinsavissiniiass 58,155 100 268

Source: Home Loan Bank Board.
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tion on each security as a prerequisite to listing it on the
exchange. The professional trader, who flourishes best
on an organized exchange, provides the important serv-
ice of filling in small gaps in the market as they occur or
of making the market less “thin” than it would otherwise
be. This is accomplished by “making a market” for the
security, that is, overcoming temporary imbalances be-
tween supply and demand by assuming a temporary long
or short position in the security. An exchange, then, is
useful in furnishing a greater degree of liquidity in the
sense of shiftability than would be possible in personal-
ized dealings between buyers and sellers.

Activities of the Federal Government
affecting mortgage liquidity
The secondary market in real estate mortgages has long

suffered from the fact that terms vary considerably from
one mortgage to another, thus making this debt instru-

ment difficult to grade and classify. Standardization of
mortgage types would therefore do much towards giving
mortgages more liquidity in the sense of shiftability. In
this connection it is important to examine the activities of
the Federal Government in the mortgage field and their
influence on liquidity.

Insurance and guarantees: The most important cur-
rent activities on the part of the Federal Government
which influence mortgage liquidity take the form of re-
ducing the risk on certain types of mortgages and of par-
ticipating directly in the secondary market for mortgages.
Mortgages on homes which are made by approved lending
institutions and which meet certain standards are eligible
for insurance from the Federal Housing Administration
to protect the lender against loss of principal caused by
default on the part of the borrower and subsequent fore-
closure of the mortgage. Under the Servicemen’s Read-
justment Act of 1944, as amended, the Veterans’ Admin-
istration is empowered to guarantee home mortgage loans
up to 60 percent of the amount of the loan or $7,500,
whichever is less.? The extent to which such insurance
and guarantees have made themselves felt in a rather

1The original percentage and amount stipulated in the 1944 legislation
were Sogpercegt and $2,000. These were changed first to 50 percent and
$4,000, and in the Housing Act of 1950 were changed to the figures shown
in the text above.

TABLE 2
EsTiMATED AMOUNT OF NoNFARM MOoRTGAGES oF $20,000 or LESs
1
RECORDED IN 1952—UNITED STATES AND TWELFTH DISTRICT

Twelfth

District
Amount in as

millions Percent percent
——of dollars——  ——of total—  of

Type of mortgagee United Twelfth United Twclfth United

Savings and loan States District  States District States
associations ...cccesveee 6,452 1,071 36 31 17
Commercial banks . 3,600 891 20 25 25
Individuals ........ . 2,758 724 15 21 26
Insurance companies ..... 1,420 317 8 9 22
Mutual savings banks .... 1,137 31 6 1 3
Miscellaneous ........eee 2,651 464 15 13 18
Total . oovoseassaennsis 18,018 3,498 100 100 19

1 Includes all Twelfth Federal Reserve District states except Nevada.
Source : Home Loan Bank Board.
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ings and loan associations, 23 savings banks, and 5 insur-
ance companies. From 1932 through the end of 1952 the
eleven district Federal Home Loan Banks had made ad-
vances to their member institutions of nearly $4,626 mil-
lion and had outstanding advances at the end of 1952 of
$864 million to over 2,000 members. The San Francisco
Federal Home Loan Bank (which serves the seven
Twelfth Federal Reserve District states plus Alaska, Ha-
waii, Montana, and Wyoming) had the largest volume
of outstanding balances at the end of 1952, such balances
representing over 20 percent of all outstanding advances
of all Home Loan Banks. By the middle of 1952 the Gov-
ernment’s original investment of nearly $125 million in
the capital stock of the Banks had been repaid, and they
are thus now completely owned by their member institu-
tions which had an investment of over $315 million in the
stock of the Banks at the end of last year.

Direct Federal activities: In addition to this indirect
effect on the mortgage markets, although as shown there
has actually been some virtually direct lending, the Gov-
ernment does participate directly in the housing field
through direct loans and construction and ownership of
housing. The Veterans’ Administration was temporarily
authorized in 1950 to make direct loans to veterans where
VA-guaranteed loans were not available from private
sources. These loans are limited to a total of $150 million.
This authority is scheduled to expire on July 1, 1953,
although a bill has been introduced to extend it. The Pub-
lic Housing Administration undertakes to assist local
housing authorities in the construction, ownership, and
management of low-rent public housing projects by means
of capital loans and annual cash contributions to serve as
a continuing subsidy. This agency also directly under-
takes emergency housing projects.

It is apparent, then, that the activity of the Federal
Government in the field of housing and mortgage finance
is extensive. For purposes of analysis it may be useful to
classify the different ends served by its activities. One
class of activities undertaken by the Government serves
indirectly to encourage home building by standardizing
the terms of mortgages which are insured or partly guar-
anteed. Another class of activities enters directly into the
home construction market by direct loans, subsidies, guar-
antees, and insurance. The distinction between these ac-
tivities, although one of degree only, is important. The
first activity in standardization of mortgage terms serves
to improve the operation of the market without interfer-
ing with the allocation of economic resources which takes
place in response to prices and costs. The second form of
activity, which affects interest rates on mortgages directly
or which completely avoids the private market by direct
lending, alters the normal forces that operate in the free
market in the interests of conforming with certain social
policies Congress considers desirable.

Privately organized mortgage exchanges

As contrasted with these Federal Government activi-
ties we may note some interesting developments in private
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arrangements which will act to give mortgages more
ready convertibility than they now possess and which, of
course, do not directly affect the allocation of resources.
At least two organized mortgage exchanges have been
announced within the past year. One is in New York and
it plans to find buyers and sellers for mortgages listed
with it. The other market, which is now in operation, is
in Toronto, Ontario. At present its operations are limited
to dealings in second mortgages because of the high
yields which are expected to attract investing interest.
Toaccomplish its purpose it is necessary for this exchange
to grade mortgages. This is done by rating them on the
basis of a twenty-one point system of valuation, including
a visual inspection of the property. Mortgages are then
grouped into four classes and listed with the ask prices
for the mortgages. Bid prices are also advertised for
mortgages of different classes. The exchange, in order to
provide continuity, guarantees to buy upon its own ac-
count, if necessary, any mortgage in a particular class for
the bid price published. A brokerage fee is charged the
purchaser and the seller, but the latter is also required to
pay the necessary valuation and legal costs of classifying
his mortgage. The purpose of the exchange was summar-
ized in its announcement :

“The Mortgage Exchange was originally organized to
place the sale of mortgages upon an equal basis with the
sale of stock and bonds. In the past, while a ready mar-
ket was found to be available for mortgages, great de-
lays were experienced in having prospective purchasers
examine properties, and in arriving at a figure for the
final consummation of the sale. Further delays were ex-
perienced in completing the transactions, and doing the
necessary paper work to transfer the title to the mort-
gage sold. This method of disposing of mortgage securi-
ties was in sharp contrast with the quick, easy and sure
method of disposing of stocks and bonds on the various
exchanges listing them. The quick and ready market
available to stocks and bonds in spite of the fact that
prices could fluctuate is a very great attraction to the in-
vestor, and while mortgages had very desirable features,
the delays and uncertainty of disposing of them depre-

ciated their attractiveness to investors in comparison to
the attraction held by stocks and bonds.”

This is not only a good summary of the problem repre-
sented by mortgage liquidity but also points out clearly
the fact that only one aspect of liquidity is considered—
the ability to readily dispose of an asset. The price may
still fluctuate, however.

Problems of price stability for mortgages

Actions taken by private exchanges and the Govern-
ment in their attempts to increase the liquidity of mort-
gages through grading and the assurance of organized
trading contribute in no small measure to liquidity in the
sense of shiftability. Their influence on price stability,
however, is extremely limited at best. The market price
for fixed-return debt instruments such as mortgages is
determined by the trend of interest rates, the market ap-
praisal of the quality of the obligation at any given time,
and many other factors in the general economic situation.
This necessarily implies a certain degree of price flexibil-
ity in a free economy. These realities cannot be avoided
by the holders of mortgages. They have invested in long-
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term loans which yield a higher rate of interest than
shorter-term fixed-rate securities and in so doing have
necessarily sacrificed liquidity in the sense of absolute
price stability. Were it possible to remove the risk of price
fluctuation from the mortgage market it would be logical
to expect a decline in the interest return on mortgages to
rates approaching those on very short-term Government
bonds. This aspect of mortgages and the mortgage market
is sometimes overlooked by those who request liquidity
“at all times and in all circumstances.”

Price stability in the mortgage market might be
achieved, within narrow ranges, by a central agency buy-
ing and selling mortgages as temporary imbalances de-
velop—a function analogous to the professional trader in
the stock market. If a market could be organized for
mortgage trading, such speculators could be expected to
develop in response to the profit opportunity available.
However, for very large deviations, especially if pro-
longed, the almost unlimited resources of a central bank
of issue would be necessary. An illustration might serve
to make the point. The stock market was highly organized
in 1929 but it was completely unable to cope with the de-
cline in stock prices which took place subsequently, de-
spite some valiant attempts by certain wealthy individuals.
The sums of money involved are so large, and the pos-
sible success of an individual or a group in stabilizing the
market so uncertain, as to make necessary the interven-
tion of a body which can create the sums of money neces-
sary to give full liquidity. A central savings institution
cannot serve this purpose adequately since more than the
mobilization of available funds is necessary in a crisis.
When most investors simultaneously desire to obtain cash
by selling their investments, new money must be created
if the price of investments is not to fall precipitously.

There appear to be no positive reasons for insulating
the price of mortgages from fluctuations in the economy,
although this might be accomplished by the creation of
a central bank of issue to deal in mortgages. No one has
seriously suggested that the stock market be accorded
the kind of price stability in mind for the mortgage mar-
ket, and the closest approach to it—the stability of Gov-
ernment bond prices—was a policy directly resulting from
war financing and has now been rejected. In the absence
of very clear reasons for this kind of favored treatment,
the mortgage market can increase its liquidity only by
increasing shiftability, and this will be a great step for-
ward ; but its liquidity arising from price stability can be
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derived only from the more general stability imparted to
the economy by more general policies affecting money,
credit, investment, and the price level.

Some of the problems facing a central mortgage bank
in its endeavors to insure liquidity have been outlined
briefly. It should also be noted, however, that the more
modest present activities of the Federal Government to
increase the liquidity of mortgages, which have been de-
scribed above, are not without problems of their own.
Predominantly, the problems arise from the fact that fix-
ing one of the terms of the transaction (the interest rate,
for example) regardless of changing economic conditions
is likely to result in changes in other terms of the transac-
tion. For example, in recent months the fixed rate on
FHA and VA loans was below market rates on compar-
able investments, and consequently the price of these
mortgages dropped below par. Furthermore, the drop in
price of the mortgage loans may in turn have resulted in
some increase in the price of houses to compensate the
builder for the decreased market value of the mortgage.
This is only one of many illustrations of this general type
of problem.

Examination and coordination of the many activities
of the Federal Government which affect the liquidity of
mortgages is presently necessary so as to centrally mar-
shal those activities which would prove desirable on a
national basis, if some are not to be eliminated. This
reconsideration of the role of Government in the mort-
gage markets, both direct and indirect, should be given
some impetus by the facts that the authorization granted
the Federal Housing Commissioner to insure mortgage
lenders expires July 1, 1955, and the ability of veterans
to secure VA-guaranteed loans expires July 25, 1957.
The existence of the Federal National Mortgage As-
sociation may be terminated by the Housing and Home
Finance Administrator, acting upon his own authority
or in consultation with Congress, whenever he thinks the
need therefor no longer exists. A thorough study of this
subject at this time is by no means premature in light of
the scope and complexity of the problems in the mort-
gage area. Institutions created to meet needs at an earlier
time require reorientation in a period of full employment
and particularly in the midst of inflation. The establish-
ment of a series of local private exchanges, to be succeeded
at some time by a national exchange, and the coordination
of Federal activities to assist this development would
appear to offer a promising avenue of approach.

OWNERSHIP OF DEMAND DEPOSITS — TWELFTH DISTRICT

FOR the third successive year, demand deposits of indi-
viduals, partnerships, and corporations increased in
the Twelfth District and in the nation, according to the
Federal Reserve System’s annual survey of demand de-
posit ownership. In the year ending January 31, 1953,
Twelfth District demand deposits rose 4 percent to a new
high of $10.5 billion while the national over-all increase
was estimated at 3 percent.

On both the District and national levels, however, these
figures show a smaller percentage rise than that of the pre-
vious year, and the increase is not as evenly distributed
among the ownership categories listed in the survey.

Several factors have been operating in the economy to
cause this slowing in the rate of increase of demand de-
posit balances. General business activity tended to level
off in 1952 after large increases in the previous two years




AT HOME & ABROAD

Three -Way War in Housing:

Lenders v. Builders v. Reformers

CATHERINE BAUER

HERE WAS a time when the “hous-
ing problem” was pretty much
confined to the real-estate sections
of local newspapers. Ever since the
era of Franklin Roosevelt’s “one-
third of a nation” speeches, it has
been moving onto the front pages,
and recently it has been there more
prominently than ever. This year’s
headlines have been about racial
conflicts, about the shady profits and
practices of speculative builders and
dealers backed by the Federal Hous-
ing Administration, and most lately
about President Eisenhower’s 107-
page housing bill, which has thrown
Congressmen, businessmen, and civic
groups into new debate about what
kinds of housing are needed, who
shall build them, and on what basis.
Whether the Eisenhower bill will
do much to resolve this debate per-
manently seems doubtful. But dur-
ing the past twenty-five years some
issues have been resolved. Although
the battle cries may still sound like
“public” versus “private,” the new
bill proves conclusively that politics
is in housing and that housing is in
politics to stay. Unless the govern-
ment takes most of the risks, private
lenders and builders cannot and
will not solve the “housing prob-
lem.” By now, the government has
taken on so much of the risk and
provides so much of the enterprise
in housing that literally no private
business group wants to “get the
government out of business” in this
field. Housing, all factions agree,
has become and will remain “mixed
enterprise.” The only question now
is who_gets the benefit of Federal
aid—a med
by the current ¥HA investigations.
There is also general agreement
on the magnitude of our present
need. Everyone accepts the 1950
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census estimate that fifteen million
of our homes—one-third of the total
—are substandard, and that the
number of families occupying slums
is probably about the same as it was
in 1940. The shortage is less acute
now than it was a few years ago, but
in most cities the vacancy rate in
low- and moderate-priced homes is
still near zero and the number
of families keeps right on increasing.

Dr. William C. Wheaton of the Uni-
versity of Pennsylvania, in an ex-
cellent study made for the National
Housing Conference, has shown that
to get rid of our slums, meet the
needs of additional families, and
overcome the shortage in the next
twenty years we must build more
than two million dwellings per year.
Yet the most we ever built was 1.4
million in 1950, and we have aver-
aged only 1.2 million since then.
Before going into the question of
how much the Eisenhower program
will do to satisfy this need, as well
as to satisfy the demands of the

ms—lend-

ers, builders, and reformers€we must

three major pressure

review how our present system of
public-private “mixed enterprise”
got the way it is and how the various
groups got the way they are.

‘Crash’ Programs

Much of what has happened in
the past twenty-five years reflects
changes in production methods, con-
sumer demand, and city planning,
as well as the growing public aware-
ness of slums and blight. But as far
as government housing policy is con-
cerned, it must be remembered that
most of it was fashioned in time of
emergency—the depression, the war,
and the postwar housing shortage.

Housing first came into the na-
tional limelight during the depres-
sion when the New Deal was forced
to bail out both mortgage lending
institutions and homeowners. In
1934, to revive the prostrate build-
ing industry, came the Federal Hous-
ing Administration. FHA was given
the right to insure private mort-
gages, which meant that the govern-
ment assumed most of the tisk for
lenders and speculative home build-
ers. Until recently, the risks at FHA
were validated by a steadily rising
market, and its mistakes and ques-
tionable practices were overlooked.
But from the start, builders, lenders,
and ofhcials alike have maintained
that ¥HA has no responsibility to
serve the public interest or to co-
operate with other public agencies.

FHA was not the only housing
agency born during the depression.
Various efforts to build housing for
low-income families were included
in the early public-works and relief
programs, and these led ultimately

lto passage of the Wagner-Steagall
Act_of 1937, which “provided for
what is now the Public Housing
Administration to Randle Federal
subsidies to local housing author-
ities Tor slum clearance and low-
rent housing projects.

The war emergency pushed the
Federal government still further in-
to housing. Controls were imposed
on rents and building materials, and
quickie programs were started in
overcrowded war production centers.
“Cradle-to-the-grave” guarantees
were offered to private builders
through FHA. Almost half a million
units of public housing for war
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easy reach. It is only thus that he can
acquire ‘the self-confidence and self-
esteem that make an individual ex-
istence exhilarating or even bearable.

Where self-confidence and self-
esteem seem unattainable, the emerg-
ing individual becomes a highly
explosive entity. He tries to derive
a sense of confidence and of worth
by embracing some absolute truth
and by identifying himself with the
spectacular doings of a leader or
some collective body—be it a nation,
a congregation, a party, or a mass
movement. He and his like become a
breeding ground of convulsions and
upheavals that shake a society to
its foundations. It needs a rare con-
stellation of circumstances if the
transition from a communal to an
individual existence is to run its
course without being diverted or re-
versed by catastrophic complications.

EUROPE at the turn of the fifteenth
century witnessed a similar re-
lease of the individual from the cor-
porate pattern of an all-embracing
Church. At the beginning, the release
was accidental. A weakened and dis-
credited Church lost its hold on the
minds and souls of the people of
Europe. Tﬁere, too, the emergence
of the individual was less a deliber-
ate emancipation than an abandon-
ment. But how different were the
attending circumstances then from
what they are now in Asia! The
emerging European individual at
the end of the Middle Ages faced
breath-taking vistas of new conti-
nents just discovered, new trade
routes just opened, the prospect of
fabulous empires yet to be stumbled
upon, and new knowledge unlocked
by the introduction of printing and
paper. The air was charged with
great expectations and there was a
feeling abroad that by the exercise
of his capacities and talents ands
with the aid of good fortune the
individual on his own was equal to
any undertaking at home and across
the sea. ’

Thus by a fortuitous combination
of circumstances, the fateful change
from a communal to an individual
existence produced an outburst of
vitality that has since been charac-
teristic of the Occident and marks
it off from any other civilization.
Yet even so, the transition was not
altogether smooth. The convulsions
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of the Reformation and Counter-
Reformation stemmed from the fears
and passionate intensities of people
unequal to the burdens and strains
of an individual existence.

The Communist Appeal

No such exceptional combination of
circumstances attended the crum-
bling of communal life in Asia.
There the awakening of the indi-
vidual occurred in a landscape strewn
with the litter and rubble of cen-
turies. Instead of being stirred and
lured by breath-taking prospects and

undreamt-of opportunities, he finds:
himself mired in a life that is stag-

nant, debilitated, and inordinately
meager. It is a world where human
life is the most plentiful and cheap-
est thing, and where millions of
hungry hands grab at the meanest
prize and the meagerest morsel. It is,

moreover, an illiterate world, where
even rudimentary education confers
distinction and lifts a man above the
common run of toiling humanity.
The articulate minority is thus pre-
vented from acquiring a sense of
usefulness and of worth by taking
part in the world’s work, and is con-
demned to the life of chattering,
posturing pseudo-intellectuals.

The rabid extremist in present-

. . - .
day Asia is usually a man of some:
education who has a horror of man-:

ual labor and who develops a mortal
hatred for a social order that denies
him a position of command. E{rery
student, every minor clerk and office-
holder, every petty member of the
professions feels himself one of the
chosen. It is these wordy, futile peo-
ple who set the tone in Asia. Living
barren, useless lives, they are without
self-confidence and self-esteem, and

their craving is for the illusion of

weight and jmportance, and for the
explosive substitute of pride and
faith.

It is chiefly to these pseudo-in-
tellectuals that Communist Russia
directs its appeal. It brings them
the promise of membership in a
ruling elite, the prospect of having
a hand in the historical process, and,
by its doctrinaire double talk, pro-
vides them with a sense of weight
and depth.

As to the illiterate masses, the ap-
peal of Communist preaching does
not lie in its “truths,” but in the
vague impression it conveys to them
that they and Russia are partners
in some tremendous, unprecedented
undertaking—the building of a proud
future that will surpass and put to
naught all the “things that are.”

How Weakness Corrupts

The crucial fact about the awaken-
ing in Asia is that it did not come
from an accession of strength. It was
not brought about by a gradual or
sudden increase of material, intel-
lectual, or moral powers, but by the
shock of abandonment and exposure.
It was an awakening brought about
by a poignant sense of weakness.
And we must know something about
the mentality and potentialities of
the weak if we are to understand the
present temper of the people in
awakening Asia.

It has been often said that power
corrupts. But it is perhaps equally
important to realize that weakness,
too, corrupts. Power corrupts the
few, while weakness corrupts the
many. Hatred, malice, rudeness, in-
tolerance, and suspicion are the
fruits of weakness. The resentment
of the weak does not spring from
any injustice done them but from
the sense of their inadequacy and
impotence. They hate not wicked-
ness but weakness. When it is in
their power to do so, the weak de-
stroy weakness wherever they see it.
The self-hatred of the weak is like-
wise an instance of their hatred of
weakness.

We cannot win the weak by shar- ;
ing our wealth with them. They feel :
our generosity as oppression. We can
win the weak only by sharing our *
hope, pride, or hatred with them. .
And if it be true that in order to -
survive we must win over the mil- !
lions of Asia to our side, then we
must master the art or technique of
sharing hope, pride, and, as a last
resort, hatred with others.

.
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" The Lie-Detector Era

IL. ‘It’s a Lot Easier, and It Don’t Leave Marks’

DWIGHT MACDONALD

“rPYHE LIE DETECTOR is here to stay.

It is slowly but surely worming
its way into the cancerous and par-
asitical habits of deception which
have been gnawing insidiously at the
vitals of human society for untold
centuries.” Thus one of the pioneers
in lie detection, the late Dr. William
Moulton Marston, in his authorita-
tive book, The Lie Detector Test
(Richard R. Smith, 1938).

“Lifting our gaze to farther hori-
zons,” Dr. Marston went on, “three
possibilities for world-wide applica-
tion of the deception test appear.
. . .” The possibilities were (1) in
politics (“Suppose every candidate
for public office had to take a Lie De-
tector examination on his past rec-
ord . ..”); (2) “in marital and do-
mestic affairs” (to find out what
people really think of each other);
(3) “to supply a motive for moral
education . . . It is one thing for a
youngster to feel vague, uneasy stir-
rings of conscience when he lies or
cheats or steals. It is quite another
thing for him to know that he will
be caught whenever he is compelled
to take a Lie Detector test.”

Alas for such Utopian visions! Far
from advancing to broader triumphs,
the profession of late years has been
on the defensive, if not in a state
of crisis.

Although the polygraph, the most
commonly used type of lie detector,
has been refined and improved since
1918 by a series of reputable crimi-
nologists, beginning with Dr. Mar-
ston himself, its scientific standing
is still doubtful. Our courts, for ex-
ample, do not yet admit its findings
in evidence. The doubts proceed
from two incontrovertible facts: (1)
The worth of a polygraph test de-
pends about ten per cent on the
machine and about ninety per cent
on the training, skill, experience,
and responsibility of the examiner
who uses the machine; (2) according
to members of the profession them-
selves, only about one-tenth of the
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four hundred or so examiners now
giving lie-detection tests are ade-
quately qualified. The human ele-
ment, in short, is at once all-impor-
tant and deficient.

HE MOST ACUTE current problem

in polygraphy, therefore, is how
to set and maintain professional
standards. It was chiefly this problem
that led to the founding in 1947 of
the International Society for the De-
tection of Deception, with the motto
“Truth Through Science.” The
organization’s name has recently
been changed to the Academy for
Scientific Interrogation.

The Academy now has about 150
members and puts out a fascinating

Bulletin, which includes full reports |

on meetings (except the one in
Louisville last year—somebody stole
the tape recorder) as well as miscel-
laneous news items, such as the one
about the use of the polygraph to
clear the manager of the Buffalo
Bisons of the charge of spitting in an
umpire’s face. The Bulletin also di-
vulges tricks of the trade such
as this one reported by Sheriff
“Buckshot” Lane of Wharton Coun-
ty, Texas, who ran unsuccessfully
for Congress in 1952: “In my detec-
tor room, I have nothing but chairs,
the desk and the machine, and al-
ways, in a very prominent spot, the
Bible. I found the Bible works well
beside the machine. . . . I use the
Bible as a last resort just prior to
hooking up the subject for the ex-
amination. I am lazy and sure hate
to work when I can do it the easy

way.

The Polygraph
In Government

What was a few years ago the great-
est triumph of the lie detector—its
increasing use by government agen-
cies to check up on their employees—
has now become the profession’s big-

gest headache. The extensive poly-
graph program at the Oak Ridge
atomic-bomb plant was discontinued
last year as being ineffective in de-
tecting security risks, and the meth-
ods of the examiners in other gov-
ernment departments have caused a
great deal of resentment and even
scandal.

President LeMoyne Snyder warned
the 1953 convention of the Academy
of Scientific Interrogation: “It takes
just a few fiascos, a few more Con-
gressmen sounding off . . . to just
knock the whole thing on the head.
We have to do everything that is
humanly possible to see that this
doesn’t happen . . . that persons who
practice this profession are of such
standard and such calibre, morally
as well as scientifically, that the good
name of the lie detector is protected.”

WHILE THERE is no doubt that the
instrument has scored some re-
markable successes in criminal work,
there is considerable doubt whether
it can be used effectively—or decent-
ly—in inquiring into the political
and personal habits of the great
numbers of citizens who happen to
work, or happen to want to work, for
their government. For several years
now, disturbing stories have been
floating around Washington about
the sufferings and injustice caused by
lie-detection tests.

Professor Fred E. Inbau, a widely
respected authority, co-author with
John E. Reid of Lie Detection and
Criminal Interrogation, has sharply
criticized the government’s use of
“unqualified and improperly trained”
examiners: “For the future welfare
of this nation, let us hope that some-
where along the line of persons re-
sponsible for the security of our
secret weapons . . . there develops a
realization that the dependability of
lie detection tests results is no great-
er than the qualifications and the
ability of the examiner himself.”
Those words were written in March,
1950. Except for an angry speech by
Senator Wayne Morse of Oregon in
January, 1952, no high official in
Washington has, from what the record
shows, developed such a realization.

Now that the Oak Ridge program
has been abandoned, the lie de-
tector is used for general security
screening in only three government
agencies, so far at least as the official
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workers went up, most of them “tem-
porary,” most of them still in use.

Next came the postwar housing
emergency, made acute by millions
of returning veterans and by high
income levels. The special wartime
inducements to private builders
were stepped up. The resulting FHA-
vA system of mortgage insurance and
builder guarantees, with little or no
down ith _outright
Federal loans on mortgage purchase

when necessary, has_been_the back-

bone of the building business since.

BEGINNING during the Second
World War attempts to formu-
late a broad long-term attack on
slums and blight were sponsored on
a nonpartisan basis by Senators Taft,
Ellender, and Wagner. But these
efforts were held up by what is now
known as the ‘“real-estate lobby,” a
consortium of the four main interests
—builders, mortgage lenders, savings-
and-loan associations, and suppliers
of construction materials. In the
Face of these efforts it was not until
1949 that Congress got around to
R .

enacting a Housing Act that stated
the over-all Federal responsibility for
living conditions in no uncertain
terms. The Act provided for an ex-
panded _program of public housing
and for an Urban Redevelopment
Division to help local governments
buy up slum areas and make them
available at bargain prices for pri-
vate and public redevelopment.
Such programs have brought into
being almost nine hundred city and

count housing authorities and
ab(mmﬁmmocal
urban redevelopment groups.

Achievement under the 1949 Act
has been slow. The real-estate lobby,
having lost its fight against public
housing 1n Congress, spent millions
on a nation-wide campaign to scut-
tle it at the local Ievel. Hysterical
misrepresentation, fear techniques,
and high-pressure tactics were sys-
tematically applied.

Federal aid for the public acquisi-
tion of slum sites for private rede-
velopment has earned business sup-
port in many cities. But this pro-
gram has moved slowly because of
the difficulty in relocating families
that would be thrown out of their
homes by clearance operations. The
greatest weakness in the 1949 Act,
and indeed in the whole approach of
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HOUSING AND HOME FINANCE AGENCY
(HHFA)
Albert M. Cole, Administrator

The parent Federal agency, of which all the
other agencies are constituent members:

DIVISION OF SLUM CLEARANCE
AND URBAN REDEVELOPMENT

FEDERAL NATIONAL MORTGAGE 4
ASSOCIATION
(FNMA or "‘Fanny May"')

Grants Federal subsidies to local
public agencies, which buy slum
areas and resell them ot a
discount to private developers.

K W,Mfa,‘,w

Buys mortgages from
private lending banks.

pupe. Local s

authoitiy

(o

FEDERAL HOME LOAN
BANK BOARD

An agency composed of regional
banks. They supervise and extend
credit to savings and loan asso-
ciations, which in turn make loans
to home owners.

FEDERAL HOUSING
ADMINISTRATION
(FHLBB) (FHA) (PHA)

Insures mortgages up to 90% of
value on homes and rental proj-
ects built by private builders.

PUBLIC HOUSING
ADMINISTRATION

Makes annual subsidies to local
public housing agencies to clear
slums and build houses for the
lowest income groups.

- G ilolen,

Starworth

The Government in Housing

the reformers since 1930, has been
overemphasis on teafing down slums
before _the shortage 1n low- and
1mate-priced homes could be re-
lieved. The original theory was that
people moved out of slums would
move into government-financed pub-
lic housing. But with strict limits on
the amount of such housing, the
clearing of slums has simply added
to_the shortage, emphasizing that
privately built housing is not now
available to low-income families.

The rFHA-supported speculative
housing boom, which reached its
peak in 1950, has slackened some-
what because of tighter mortgage
money, higher interest rates, and the
leveling off of incomes. The home
builders have skimmed the cream off
the market for their standard sub-
urban product, but nonwhite fami-
lies at all income levels and millions
of white families with low to mod-
erate means still need homes.

So in 1954 we are left with an im-
pressive array of government agen-
cies to finance homebuilding—and
with as many slums as ever, a hous-

ing shortage for most families, and a
housing famine for low-income and
nonwhite groups

Many Bureaus, Few Homes

What we need is not more govern-
mental intervention and bigger sub-
sidies. The main requirement now
is to pull together the governmental
powers already granted and make
the credit aids more flexible to meet
a wider range of housing needs. To
attain the goal of two million new
homes a year, not more than ten per
cent of the needed units would have
to be built by public housing au-
thorities if a really determined effort
were made to use private inititative.
But this would mean a bona fide
public-private partnership willing to
accept the first principle of “mixed
enterprise”’; namely, that if an essen-
tial industry depends on substantial
public aid it must expect to serve
the interest of all the public. The
nature of the public interest must be

. . :
clearly determined in advance and

policies guided accordingly, since
the automatic adjustments of the
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marketplace do not operate in an
industry so heavily dependent on
government support.

At the Federal level, despite the
supposed unification of all agencies
under the Federal Housing and
Home Finance Agency in 1947,
we still have a set of independent
bureaus, each jealously guarding its
— . . .
own special interest, each linked to
one camp in the three-way war
among lenders, builders, and re-
formers, each ignoring the others or
trying to undermine them. In one
remote corner of HHFA is the Home
Loan Bank Board, solely concerned
for its constituents, the mortgage
lenders. Their backs to the wall in
another corner, the Public Housing
,Administration and its clients, the
local Housing.authorities, try to fend
. 2off: the cries.of “socialism” directed
" against them by the other Federal
beneficiaries. Dangling alone is the
Urban Redevelopment Division,
which can’t make much progress on
its job of transforming blighted
areas without co-operation from the
other agencies. Also apart, and the
subject of conflicting pressures from
lenders, builders, and reforniérs, "i$
the Federal National Mortgage Asso-
ciation (“Fannie May”), which buys
private mortgages under certain con-
ditions.

Dominating the scene is the Fed-
eral 1 Housing Administration, the

Washington representative of the big  veterans, nonwhite racial

speculative builders, who owe to it
not only their profits but their very
existence. FHA has nurtured them, it
has shaped its policies to suit them,
it has looked the other way when
sharp practice shaded into crime.
In return FHA has been defended in
Congress and before the public by
these constituents.

THE HOUSING JOB is too complex to

be divided up among tight little
hierarchies, each serving its own in-
terests exclusively and each with its
own set of arbritrary rules, rigidly
compartmentalized at the Federal
level. Clearly there must be more
unification, more flexibility, and a
clearer over-all purpose.

There is no reason why the Re-
publicans cannot move in this di-
rection. With all the violent con-
troversy, housing policy has never
been a partisan, Right-Left issue.
With strong leadership, building
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and lending interests might under a
Republican Administration be less
prone to hysteria and more subject
to constructive guidance. They
might begin to see that the only al-
ternative to a two-way partnership
with mutual responsibility is an
ever-widening area of wholly public
initiative, investment, and owner-
ship. Perhaps they might come to
realize that the housing reformers
would honestly prefer the former to
the latter. But none of this is hap-

pening, nor does the FEisenhower
program give promise of its happen-
ing.

Ike Proposes

o ol N ) . an ) oM
JAN "of “the Administration’s pro-

nouncements reflect an earnest de-
sire to please everybody: lenders,
builders, buyers, renters, owners of
old property, downtown and sub-
urban interests, redevelopers, slum_
improvers, public housers, plzmners,.
groups,

low-income families.

But of the three potent interest
groups concerned, the lenders are
happiest, the builders are worried,
a_ﬁ%’TLEe reformers (who include
labor, welfare, religious, civic, and
racial minority interests) are in-
creasingly angry. At base the Eisen-
hower bill is a conservative bankers’
program, with some minor side-
shows Tor the rest of the crowd. Here
is how the program deals with vari-
ous issues:

How much housing? “A high level
of housing construction and vigor-
ous community development,” the
President has said, “are essential to
the economic and social well being
of our country.” But the bill does
not establish any goals, nor does it
establish the machinery to work out
what those goals should be. Instead,
the entire research program set up
under the 1949 Act has been killed
outright.

Housing Administrator Albert M.
Cole says that the bill will result in
a million dwellings per year, and
with favorable conditions in the
lending market it probably would.
But both the National Association
of Home Builders and the American
Federation of Labor agree with the

National Housing Conference that .

what we must have is double that.

Low-rent public housing: The
Administration says that public
housing is needed, at least for the
time being. But it is actually sup-
porting only a token program—35,-
000 units a year for four years. And
with the House trying to kill the
program entirely, Senatorial efforts
to raise it will hardly result in more
than this minimum compromise
figure. Low-income slum dwellers
may be pleasurably shocked at find-
ing Representative Charles Halleck
and Senator Homer Capehart (both
R, Indiana) ostensibly on their
side, but it is unfortunately a sham
battle, which will at best merely
preserve some useful machinery for
more positive use when the Demo-
crats come back. The absolute mini-
mum required, merely to make some
bona fide clearance and rehabilita-
tion possible, is the 135,000 units
per year called for in 1949.

Private housing for low- and
moderate-income families: With con-

siderable fanfare, a provision has'

been inserted for FHA to insure forty-
year loans up to one hundred per
cent of the cost on $7,000 houses for
families displaced by slum clearance.
This measure is almost entirely un-
workable as it stands, and none of
the modifications thus far proposed
in Congress would enable it, as
claimed, to reach the lowest-income
families and provide a substitute for
public housing. Even for the income

‘groups just above the lowest, much
;more positive Federal credit aid is
_needed. New forms of nonspecu-

lative private initiative, such as co-
operatives, must also be actively
encouraged. The bill recognizes no
such needs.

Federal support and guidance for
the secondary mortgage market: In
the past, the government, through
the Federal National Mortgage
Association, has purchased mort-
gages under certain conditions from
primary mortgage lenders. Next to
public housing, the future of this
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policy is the most controversial issue
in the bill and the main source of
conflict between the builders and
the lenders. The builders, interested
in low interest rates and easy, long-
term credit, want increased public re-
sponsibility for this secondary mort-
gage market, to assure, in the words
of the president of the National As-
sociation of Home Builders, “that
homes may be provided in volume,
in areas, of the kinds, and at the
prices that the market demands.”
Such a Federal mortgage agency is
essential, he says, not only to finance
rehabilitation and home purchases
but also break the housing jam for
nonwhite groups and to build co-
operative projects. On this issue,
therefore, the builders and reformers
are much closer together than usual.

The lenders, on the other hand,
want higher interest rates, and be-
lieve that the “Fannie May” should
be transferred to private ownership
and operation. They want a whip
hand over mortgage finance and
FHA policies.

The Administration’s bill backs
the lenders on these basic issues. It
grants only a sop to the other side
in the shape of a small separate fund
for “special” programs, which would
finance twenty thousand homes a
year at best.

“Urban renewal.” This term, a
new one in the vocabulary of hous-
ing, is supposed to define an “entire-
ly new approach” to slums and

" blight. Actually it merely means an
array of special inducements aiming
to improve existing houses. Well and
good; conservation is a sound prin-
ciple. But if these measures are in-
tended as substitutes for outright
clearance and reconstruction, as
claimed by many on both sides of
the housing issue, they merely mean
that the Administration does not
really want to tackle the slum prob-
lem seriously.

The notion that the housing prob-
lem can be solved or measurably
improved by underwriting the in-
vestment risk on old homes through
long-term 90-100 per cent mort-
gage insurance is romantic, to say

the least. In many areas these homes
are crumbling wooden structures or
tar-paper shacks. In any case, the

problem in expanding cities is prin-
cipally one of chronic shortage:
There just aren’t enough existing
moderate-priced homes, good, bad,
or improvable, to take care of the
influx. Overemphasis on the slum
problem at the expense of new con-
struction will never solve anything.

One pertinent question about the
“renewal” program is whether the
proposed expansion of FHA’s modern-
ization loans will be any better
administered than its whole modern-
ization loan program has- been to
date. Every day there is mounting
evidence of exploitation by irre-

sponsible banks and high-pressure
salesmen, to say nothing of official
collusion. This has been “mixed
enterprise” at its worst. In many
respects the transformation of the
FHA into a responsible public agency
is the most crucial and difficult prob-
lem of all.

IF THE housing job is ever to be
done, lenders, builders, and re-
formers will have to work together
somehow and use public aid in the
public interest. Since the job is so
big and depends so greatly on the
fullest possible use of all available
initiative and resources, such a part-
nership would harm no legitimate
interests. Indeed, it would be much
more profitable for everyone con-
cerned than the present limited and
chaotic system.

Despite some evidence of real un-
derstanding and effort on the part
of Housing Administrator Cole, the
Administration’s program won’t do
the job. The Republicans are tinker-
ing with a vital segment of national
policy rather than attacking it fron-
tally, and they are throwing away a
big chance.

PEACE IN THE SUMMER: Rent artist's

home in the Poconos. 85 miles—Phila., N. Y.
All modern conveniences, deliveries, 4 bed-
rooms, 3 baths, swimming pool, converted
barn, for recreation, terraces, beautiful
grounds, seclusion, serenity. 3 months,
$1,250. HARRITON, Minisink Hills, Pa. Tel.
Siroudsburg 2567-J-1-2; N. Y. (week days)
RH 4-4720.

New York Stock Exchange?

6% on your money.

NAME

Would you like to buy
$40 worth of General Electric
every month?

Or General Motors? Or duPont? Or Standard Oil of New Jersey?
Or any one of 1200 other stocks that are bought and sold ‘on the

Well, now for the first time you can do just that.

Every month—or every three months if you prefer—you can put
any sum you like from $40 up to $1,000 into the stock of your choice.
Typically that might be some stock that has paid dividends every
year for more than 20 years and that would now yield about 5% or

Interested? We’ll be glad to send you full information on our
Monthly Investment Plan—the famous so-called “pay-as-you-go”
plan. Just fill out this coupon and mail it back today.
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Without cost or obligation, please send me your pamphlet and
a membership blank for the Monthly Investment Plan, together
with your special report on 20 stocks for long-term investment.

ADDRESS

CITY & STATE

PHONE

MERRILL LYNCH, PIERCE, FENNER & BEANE

70 Pine Street, New York 5, N. Y.
Offices in 106 Cities R-42
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FINANCE

Issues sharpen
in S&L tax fight

At end of first round, neither side is clearly on top

in debate over tax exemption for S&Ls and mutual

savings banks. The big question is the effect on housing

Tax exemption for savings and loan
associations and mutual savings
banks appears safe for at least an-
other year. At midweek, it seemed
likely that the House Ways & Means
Committee would pigeonhole a bill
that would have boosted taxes as
much as $550-million for S&Ls and
mutual savings banks by 1966.

But even if Ways & Means side-
tracks the proposal now, the issue
will crop up again next year. The
Administration is preparing to sub-
mit to Congress a package of pro-
posals to close other so-called tax
loopholes, and with the pressure for
revenues to balance the budget, the
federal income tax exemption of
thrift institutions will be kept under
attack. And it is conceivable that
some tax formula will be approved
by the time 1963 rolls around.

Higher taxes for the thrift insti-
tutions could have broad repercus-
sions. For one thing, they would in-
tensify the bitter competition for
savings between the mutuals and the
commercial banks. In addition, they
would strike hard at some of the
basic economic functions of the thrift
institutions—to provide a place for
the small saver and to provide a
growing source of long-term funds
for investment.

Housing effect. A lot will depend
on what the Treasury calls “housing
considerations.” The Administration
doesn’t want to do anything that
would slow new housing starts,
which still aren’t behaving as well as
had been expected with all the gov-
ernment’s moves to ease credit. The
thrift institutions in 1960 invested
$7-billion of their $7.4-billion net
increase in savings in home mort-
gages. If preferential tax treatment
were taken away, it could impair the
flow of credit into housing.

This argument was pressed hard
by the thrift institutions at House
Ways & Means hearings last week.
All told, Chmn. Wilbur Mills (D-
Ark.) and his committee members
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spent two solid days batting ques-
tions with 20 witnesses. For the thrift
institutions, there were such spokes-
men as Henry Bubb of the U.S.
Savings & Loan League, Charles
Wellman of the National League of
Insured Savings Assns., and Edward
P. Clark of the National Assn. of
Mutual Savings Banks.

Speaking for so-called “tax equal-
ity” were such commercial bankers
as Gaylord A. Freeman, Jr., of the
Assn. of Reserve City Bankers, Reed
H. Albig of the Independent Bankers
Assn., and Charls E. Walker of the
American Bankers Assn.

Kennedy proposal. The issue
seemed simple enough: Should Con-
gress put into law Pres. Kennedy’s
suggestion that the virtual tax ex-
emption of the mutual thrift institu-
tions be ended?

Outright exemption for S&Ls and
mutuals was repealed in 1951. In its
place, a compromise formula allows
S&Ls and mutuals to accumulate tax-
free loss reserves up to 12% of de-
posits or share accounts—as a pro-
tection for depositors. (The present
tax formula produces a loss reserve
that's equal to 24% of uninsured
mortgages held by S&Ls; a Treasury
proposal would cut this to about
3%.)

Because the thrift institutions have
attracted funds so rapidly, deposits
and share accounts have risen faster
than reserves. Thus, they have been
able—partly by paying out high divi-
dend rates—to keep their tax pay-
ments at a minimum. Together, the
thrift institutions paid out only about
$7-million in federal income taxes
last vear, even though they had assets
of some $112-billion.

Commercial banks, on the other
hand, legally can pay no more than
3% for savings. And they claim the
thrift institutions have an unfair ad-
vantage in the savings race in being
able to pay out 4%%, in the case of
most S&Ls, or 3%2%, as most mutual
savings banks do.

Dillen’s view. This really is the key
to the fight over tax equality, and the
commercial bankers received an un-
expected but welcome hand from
Treasury Secy. Douglas Dillon.

Dillon’s stand is clearly for making
the thrift institutions pay. He be-
lieves that the mutuals should be
allowed a “bad debt” reserve roughly
equivalent to what commercial banks
are allowed. Commercial banks are
permitted three times their average
loss experience for the worst 20
consecutive years beginning after
1927. The average now amounts to
2.4% of uninsured loans, and many
banks have reserves up to their per-
mitted ceiling (accumulated after
taxes, not before).

Dillon’s tax formula would work
much the same way. But he would
build the tax up gradually, calculat-
ing that it would reach $134-million
a year for the mutual savings banks
by 1966, and $415-million a year for
S&Ls.

Warnings. Before Mills commit-
tee, spokesmen for the thrift institu-
tions kept emphasizing the possible
damage to the housing industry.
Again and again, they raised the
threat of damage to the economy in
tampering with institutions that since
the war have supplied more than
60% of the increase in mortgage
debt.

Bubb, for instance, estimated that
S&L dividend rates would fall a full
Y of 1%. This, he said, means that
the $9.5-billion increase in savings
estimated for 1962 would turn out to
be only $3.5-billion. Assuming that
commercial banks increased their
mortgage lending by $1-billion, he
figured there would still be a $5-bil-
lion loss to the mortgage market—
which, in turn, would mean a loss of
about 350,000 housing units.

On the grounds of tax equity,
there seemes little question but what
the commercial bankers had a good
deal of support—chiefly from Re-
publican members of the committee,
but also from several Democrats.
For this reason, Walker of ABA tried
to show that an equitable tax
wouldn’t really have much impact on
housing. Walker said dividend rates
of S&Ls wouldnt be much affected,
nor would mortgage credit be signif-
icantly reducec% He claimed that
dividend rates of the mutual savings
banks would drop less than 2/10ths
of a point, and of S&Ls a bit more
than 2/10ths.

Such narrowing of the dividend
gap would divert no more than $600-
million to $1-billion in savings to
commercial banks, Walker insisted
—and about half of this would be
lent for repair or modernization of
residential real estate. End
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Your daily newspaper is a tribute to Air Express priority service

If tomorrow every syndicated cartoon, column and ad in which AIR EXPRESS played a part were missing
from your morning paper, you'd know it instantly. The graphic arts, printing, publishing and advertising
industries rank high among AIR EXPRESS users. Their engravers’ plates, photos and illustrations—even
entire newspapers — get top priority on all 70,000 daily scheduled U.S. airlines flights — first on, first
off, first there. And they get door-to-door pickup and de-
livery, too, by a special 13,000-truck fleet— plus kid-glove

handling. And just one phone call arranges everything, at A’R EXPRESS

amazingly low cost. So always ... think AIR EXPRESS first!
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