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THE LOW-RENT HOUSING MARKET IN HOUSTON 

by Wiley Eldridge Custer 

The basic problem investigated in this thesis is that 

the free rental housing market in Houston has functioned 

in the past in a way that is not completely satisfactory 

to society; that is, it has permitted or perhaps caused 

the existence of some housing which does not meet the stan¬ 

dards of acceptability. 

The problem of substandard housing may be solved in 

one or both of the following ways: 1) the free market may 

be encouraged to function more effectively at low rents, 

so that a greater supply of adequate low-rent housing may 

be created, or 2) the public sector may intervene in the 

housing market in order to enlarge the present subsidiza¬ 

tion of the city’s poor and thereby to include a larger 

portion of the inadequately housed segment of the popula¬ 

tion. 

An analysis was made of the first alternative by 

examining the main determinants of the supply of accept¬ 

able low-rent housing in order to discover the sources of 

friction or the existence of barriers to efficient market 

functioning at low levels of rent. The principal sources 

of friction that were considered in this analysis were 



those that arise from attitudes and capabilities of owners, 

builders and lending institutions. Furthermore, the effects 

of the building code upon the private market were examined. 

First, it is found that the contribution of the owners 

of substandard housing to the problem is more a reflection 

of the economic situation in which they find themselves than 

the result of malicious neglect. Therefore, it is suggested 

that conditions be improved by initiating a program of civic 

encouragement and by changing the present tax laws that are 

relevant to the problem. Furthermore, it is found that, al¬ 

though builders are striving to provide lower-cost housing, 

they are not yet capable of building for profit for the low- 

rent market. Lending institutions, moreover, represent a 

direct control on the lower limit of effective, financed 

demand because of their requirements for credit eligibility. 

It is found that lowering credit requirements, even if this 

results in higher borrowing costs at the lower limit, would 

improve the quantity and quality of low-cost housing by in¬ 

creasing the effective demand for it. 

From our examination of the Houston Building Code, it 

is concluded that because some of its requirements may be 

excessive an impartial review of the code should be made by 

experts for the express purpose of enabling builders to con- 



struct less expensive housing for low-income families. The 

enforcement of the building code has been lax, as witnessed 

by the chronic substandard conditions in certain areas of 

the city. Although stricter enforcement of the code is re¬ 

commended as a necessary tool for combating the problem, 

the effect of this action would be a reduction in the total 

low-rent housing supply. Therefore it is mandatory to com¬ 

plement this action with programs designed to increase the 

supply of adequate low-rent housing. 

The major conclusion of the thesis is that the most 

direct way to solve the problem is by public intervention 

in the market. Although public housing may be subject to 

criticism if it competes with private enterprise, it is 

shown that public housing cannot compete with private under 

present regulations. Furthermore, the expansion of public 

housing is seen to be the most effective way of meeting the 

problem in compacted areas. The need for more subsidized 

housing in Houston at levels which are virtually inacces¬ 

sible to private enterprise points to its important role 

in any serious attack on the substandard housing problem. 
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INTRODUCTION 

"The general welfare and security of the Nation and 

the health and living standards of its people require... 

a decent home and a suitable living environment for every 

American family... "*• These words are the official ex¬ 

pression of national concern, quoted from the National 

Housing Act of 1949, and are thus a part of the law of the 

land. This thesis will examine the limitations and the 

effectiveness of alternative policies for achieving this 

goal in the city of Houston. It is one thing to agree 

that all families should be able to find safe, adequate 

housing in a respectable environment, and quite another to 

agree on what should be done if, in fact, they cannot do 

so. Therefore, in this thesis we will isolate the set of 

factors which determine the quantity and quality of the 

low-rent housing supply in Houston. An analysis of each 

factor will be made in order to discover sources of friction 

and barriers which limit the supply of adequate low-rent 

housing. From this analysis we will be able to outline 

measures for attaining the goal of adequate housing for all. 

^National Housing Act of 1949, Section 2. 
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The problem may be quite easily quantified. Accord¬ 

ing to the 1960 United States Census of Housing, there 

were a total of 305,996 housing units within the Houston 

city limits, of which 27,204 or 8.9% were classified as 

2 
substandard. 

Thus one housing unit in eleven did not meet the 

standard for adequacy. These housing units are located 

primarily in several concentrated slum districts. These 

districts are not only unsightly, but are also unhealthy 

and costly to the taxpayer. They present a paradoxical 

challenge to the city: here is need in the presence of 

abundance; here are shanties in the shadows of skyscrapers. 

They have little value, but are expensive to the city; 

trapped in the midst of a rapidly growing metropolis, they 

are pools of economic stagnation. 

o 
U. S. Bureau of the Census, U. S. Census of Housing: 

I960, Vol.l, Part 8, p. 45-27. A housing unit is substand¬ 
ard according to the Public Housing Authority definition if 
it is officially recognized to be dilapidated or if it lacks 
at least one of the following: a flush toilet and bathing 
facilities inside the unit and for the exclusive use of the 
tenants, and hot running water. (U. S. Bureau of the Cen¬ 
sus, U. S. Census of Housing: I960. Special Reports for 
Local Housing Authorities, Series HC (SI), No.131, p.l) The 
term dilapidated refers to housing which "does not provide 
safe and adequate shelter and in its present condition 
endangers the health, safety or well-being of its occupants". 
(U. S. Bureau of the Census, U. S. Census of Housing: 1960, 
Vol. 1, Part 1, p. LXII, which see for a more detailed 
description of the term and an explanation of the method 
of evaluation used by the enumerator.) 
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Let us put Houston*s problem in perspective with the 

situation elsewhere. In 1960, 10.67* of the total stock 

of all standard metropolitan statistical areas in the 

United States was classified substandard.^ The percent¬ 

age for metropolitan areas in Texas was 14.97*.4 The next 

largest Texas cities, Dallas, San Antonio and Fort Worth, 

had percentages of substandard units of 8.1%, 18.4% and 

8.3%, respectively.** While it may be reassuring to know 

that Houston's rate is below the national average and con¬ 

siderably below the state average, it may be compared less 

favorably with other urban centers. For instance in Los 

Angeles 5.4% and in Long Beach, California, 3.17* of the 

6 
housing is substandard. In any case, all such comparisons 

have no effect upon the goal: a decent home and a suitable 

living environment for every American family. 

This thesis will focus on that portion of the housing 

market most heavily saturated with substandard housing: 

the low-rent housing market. There are three reasons for 

%. S. Bureau of the Census, U. S, Census of Housing. 
1960, Vol.l, Fart 1, p. xxxvi. 

4Ibid., Vol.l, Part 8, p. 45-7. 

5Ibid., Vol.l, Part 8, p. 45-27. 

6Ibid.. Vol.l, Part 8, p.45-67. 
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confining this study to rental housing. First, because 

the owners of slum housing generally have a higher income 

than their tenants, they are financially capable of pro¬ 

viding somewhat better housing. We will see what economic 

measures might be taken in order to improve the quality of 

the housing they supply. Second, the rental market contains 

the majority of substandard units. Table 1 illustrates the 

situation within the corporate city limits of Houston in 

1960. 

Occupancy and Quality of Housing Units, 

for the City: 1960 

Total Adequate 
Sub¬ 
standard 

% Sub¬ 
standard 

Total 305,996 278,792 27,204 8.9 

Owner- 
occupied 170,693 164,304 6,389 3.7 

Vacant, 
available 
for sale 5,392 5,287* 105* 0.3 

Renter- 
occupied 111,933 97,139 14,794 13.2 

Vacant 
available 
for rent 17,978 15,805* 2,173* 13.8 

Table 1 

*adjusted, s ee footnote 7 

Of the total of 27,204 substandard units, 14,794 were 
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renter-occupied and 2,172 were available for rent. Thus 

the rental market accounted for 62.4% of all substandard 

housing.7 

The third justification for concentrating on the 

rental market is that this market is not isolated from 

the market for housing purchases. It is clear that a 

change in the supply conditions in one market will have 

transfer effects on the other because of the link of com¬ 

petition. 

The plan of this thesis is primarily to determine 

and evaluate the conditions of supply in the low-rent 

market. Although the structure of demand will be con¬ 

sidered as a necessary part of the problem, the supply 

situation is more amenable to action at the local level. 

The study of the principle determinants of the supply of 

adequate low-rent housing will point to several policy 

measures which may be used to increase the supply. If 

the supply of adequate low-rent housing could be increased 

sufficiently at all levels of rent, the market itself 

7Ibid.. Vol.2, Part 3, pp. 81-18, 81-20 and 81-25. 
Not considered are 7,101 units which were vacant but 
neither available for sale nor rent. The figures marked 
by asterisks in the table were arrived at by adjusting the 
percentages reflected in the data based on sample survey 
from the above source. All other data were taken from the 
U. S. Census of Housing: I960, Special Reports for Local 
Housing Authorities. Series HC (SI), no.131, pp.2 and 8, 
and are based on a 100% survey. 



could solve completely the substandard housing problem. 

It will be seen, however, that limitations will remain on 

the supply which will necessitate the continued subsidi¬ 

zation of housing for the poor if they are to be housed ade- 



CHAPTER 1 

THE ELIMINATION OF SUBSTANDARD HOUSING 

Undoubtedly the simplest way to eliminate substand¬ 

ard housing would be to redefine the term, thereby ex¬ 

cluding a greater number of units from this category. Al¬ 

though this observation may seem on the surface to be 

trivial, it is worthwhile to consider it in some detail. 

The term "substandard*' is now defined by the Public 

Housing Authority. While the full technical definition 

is too lengthy to be repeated here, we shall outline brief 

lyits main features. A house must have one or more of the 

following deficiencies in order to be classed substandard: 

1. Structurally classified as "dilapidated". 

2. Lacking an indoor, private flush toilet. 

3. Lacking an indoor, private bathtub or shower. 

4. Lacking hot running water. 

It is clear that the first deficiency renders the housing 

undesirable, since dilapidated housing is unsafe for 

occupancy. The remaining points may not be so readily 

agreed upon. It is not incomprehensible that one flush 

8 
See page 2fn. 
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toilet be shared by two households. Before we accept 

the existence of a private bathtub or shower as a criter¬ 

ion for adequacy we might consider the situation in the 

Western European nations, where great reliance is placed 

on public bathing facilities. By including the restric¬ 

tions on toilet and bathing facilities, the Public Housing 

Authority obviously assumed that it was somehow undesir¬ 

able or unhealthy to share them. That shared facilities 

are often ill-maintained may well be true. We do not know. 

That such private facilities for every American family 

should be a goal, however, is open to debate. We are not 

concerned here with such value judgments: we intend only 

to point out their crucial role in the problem. Although 

the term "substandard", as used by the Public Housing 

Authority, defines objective conditions, it clearly relies 

on certain valuational premises that may be questioned. 

Moreover, not only does the concept vary from individual to 

individual, it varies over time. As the general standard 

of living rises due to the advancement of civilization, the 

minimum standard also rises. Indeed, this situation is 

typified by the existence of the fourth requirement: hot 

running water. Fifty years ago hot running water was a 

luxury; today many consider it a necessity. The following 

quotation will indicate the sentiments in one section of 
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the country: 

Housing Code Hot Water Requirement Invalid, 
Says Rhode Island Supreme Court. 

The hot water requirement of the minimum housing 
standards code of Providence, Rhode Island was de¬ 
clared invalid...by three of the five justices of 
the Rhode Island supreme court. 

Left up in the air was the state-wide drive to 
get hot water in the more than 36,000 cold water 
dwellings reported throughout the state in the 1960 
housing census... 

The two justices dissenting from the majority 
opinion were emphatic in their view that the provision 
of hot water is a necessary condition for making a 
dwelling 'fit for human habitation'. And Austin Daly, 
who directs the Providence code enforcement program 
said: 'In this century, there can be no civilization 
without hot water'. A spokesman for the American 
Public Health Association, which developed a model 
housing ordinance back in 1952, noted that the APHA 
ordinance provides that no person shall occupy or 
lease housing space unless both sinks and bathing 
facilities have both hot and cold running water. He 
commented that the requirement was set up in 1952 and 
said 'We certainly should not go backwards now'.9 

In order to indicate the relative importance of these 

four points of deficiency. Table 2 is given. Here we see 

that 2,963 units were physically sound and had all facilities 

except hot water. 

It is evident that the substance of this thesis essen¬ 

tially is concerned with implementing a certain set of value 

judgments. Because any value judgment is open to question 

%he Journal of Housing, Vol.18, No. 10, November 1961, 
p.458. 



Condition and Plumbing of Occupied Substandard 

Housing Units, for the City : 1960 

10 

Sound 7,544 

With priv. toilet & bath, & only cold water 2,963 

With private toilet, no private bath 537 

With piped water, no private toilet 3,373 

Lacking piped water in structure 671 

Deteriorating 

With priv. toilet & bath, & only cold water 3,233 

With private toilet, no private bath 863 

With piped water, no private toilet 2,618 

Lacking piped water in structure 646 

Dilapidated 

With priv. toilet & bath and hot water 3,222 

Lacking hot water, private toilet or bath 3,057 

7,360 

6,279 

Total Occupied Substandard Units 21,183 

TABLE 2 

Source: U. S. Bureau of the Census, U. S. Census of Housing: 
1960, Special Reports for Local Housing Authorities: 
SortoHaC (31)', MOT-131, p   
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a considerable scope exists for changing the criteria 

for a "decent home" and a "suitable living environment." 

Moreover, as these criteria and the values upon which 

they are based change, the policies and the proposals of 

this thesis will be affected. Although we must recognize 

that our problem may be modified by introducing alternative 

value positions, this thesis will accept the standards and 

criteria for adequate housing that have been prescribed by 

the PHA. The further question of whether or not those stan¬ 

dards reflect commonly accepted values is not directly 

relevant for this study. 

The second possibility by which low quality housing 

may be eliminated is to raise the income of the occupants. 

That standards in housing reflect levels of income is evi¬ 

denced from any table which shows the market or rental value 

of housing and the income of the owner or tenant. Clearly, 

change in incomes, in order to have an effect on a particu¬ 

lar market, must affect only a small portion of the population 

so as to avoid a local inflation of prices. For example, 

such a desirable rise in incomes could be brought about by 

an increase in the minimum wage. The result of such an in¬ 

crease in income should be an increase in the quality of 

housing demanded, thereby creating more pressure on the owners 
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of substandard housing through increased vacancies. Owners 

faced with vacancies could then react in one of several ways. 

1) They could increase the value of their property by re¬ 

pairing or remodeling it. In this way they could actively 

compete for the increased demand for better housing. 2) 

They could lower their rents and reduce maintenance expen¬ 

diture even more to match the reduced revenue. This, of 

course, would worsen the situation by increasing the rate 

of deterioration of the units. 3) They could try to avoid 

lowering rents as long as possible; however, a higher va¬ 

cancy loss must eventually cause them to try to cut costs 

in some way, again possibly by reducing maintenance expen¬ 

diture . 

In each of the above cases, however, the number of 

occupied substandard units would have been reduced. The 

net result of an increased income to the low-income sector 

would thus be a Mstepping-upu into higher-rent housing. To 

the extent that the increased demand did not cause inflated 

rents, people would occupy higher quality housing, a factor 

that would reduce the occupancy of substandard units. Whether 

or not these units would join the ranks of adequate housing 

through efforts at rehabilitation by the owners or continue 

down the path to dilapidation, the overall situation is 

necessarily improved. The same result may be expected of 
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any rise in the Income of the low-income sector. Such a 

rise might be achieved by decreasing taxes on the lowest 

incomes, or possibly by increasing certain existing pay¬ 

ments to the retired or aged poor such as social security 

and welfare subsidies. 

A third way to eliminate substandard housing would be 

to influence directly the supply of low-rent housing. In 

this approach the supply of adequate housing is expanded at 

the same time that the supply of substandard housing is 

reduced. This will be the approach investigated in this 

thesis. On the other hand, because the housing supply can¬ 

not be expanded indiscriminately in all possible rental 

levels, it will be necessary to determine more specifically 

the nature of the demand for low-rent housing. We shall 

turn next to this task. 



CHAPTER 2 

THE STRUCTURE OF THE DEMAND FOR LOW-RENT HOUSING 

In order to have a better understanding of the effect¬ 

iveness and limitations of the various possible measures 

for resolving the housing problem we first must have a clear¬ 

er knowledge of the demand for low-rent housing in Houston. 

Before we can do this, however, it will be necessary to de¬ 

fine more precisely the concept of "low-rent housing". Al¬ 

though there is no well-established precedent to follow, the 

following definition appears to be reasonable and well-suited 

to the requirements of this study: low-rent housing is 

housing which can be afforded by households with a low in¬ 

come. Therefore, it will be necessary to begin by defining 

a’low income". 

We will define a low income as any income which is equal 

to or less than that produced from the minimum wage rate. 

For our purposes we shall assume that a household belongs 

in the low-income sector if it has a total income of this 

size. Since a forty-four hour week would yield, at the mini¬ 

mum wage rate of $1.25 per hour, an annual income of $2,860, 

and because income data which are available for Houston are 

grouped in thousand dollar increments from $2,000 to $15,000 
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per year, the low-income sector must be defined as that 

portion of the population which belongs to households re¬ 

ceiving a gross income of less than $3,000 per year. 

Returning now to the low-rent sector concept we may 

apply a recommendation of the FHA, that it is unwise for 

a household to spend more than 257* of gross income for 

housing. From this we may reach a maximum prudent figure 

of $750 annually, or $62.50 monthly, which the marginal mem¬ 

ber of the low-income sector should heed. Because rental 

data are grouped in ten dollar increments from $30 to $120 

per month, a logical choice for the upper limit of the low- 

rent market therefore must be $60 per month. 

Thus we have defined the low-rent portion of the hous¬ 

ing market to include all rentals of less than $60.00 per 

month. Furthermore we have associated a portion of the 

population with this market, namely, those households which 

probably cannot afford to pay more than this amount per 

month for rent. 

The Low-Income Sector 

There were a total of 282,626 households in the city 

in 1960. 71,863 of these had a gross income of less than 

$3,000 in 1959. 49.5% of all non-white households and 18.97» 

of all white households were included in the low-income 
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sector. We shall now point out some of the significant 

characteristics of the low-income tenants and their dwell¬ 

ings . 

1. The low-income sector is an important part of 

the rental market, comprising 39.2% of all renting house¬ 

holds in the city.'*'® 

2. Non-whites account for a disproportionate part of 

the low-income rental demand. 20,758 low-income tenants 

were non-white while 23,118 were white; however, in total 

population whites outnumbered non-whites by a factor of 

five.11 

3. The majority of low-income renters had to pay rent 

which was too high in relation to their income and were 

nevertheless housed poorly. Non-whites fared worse than 

whites; although non-whites pay a higher percentage of in¬ 

come for rent than whites, they occupy a lower percentage 

of adequate housing. 70.6% of all white low-income renters 

paid a rent greater than 25% of their income. 15.6% of 

these dwellings were substandard. Correspondingly, 79.77. 

10U. S. Bureau of the Census, U. S. Census of Housing: 
1960. Vol.2, Part 3, p.81-19. 

^■1Ibid,, Vol.2, Part 3, pp.81-19 and 81-29, and Houston 
Chamber of Commerce, Population and Housing Analysis. Metro¬ 
politan Houston. 1960, p.C4. 
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of all non-white, low-income renters paid more than 25% 

of their income in rent; furthermore, 28.5% of their hous- 

12 
ing was substandard. 

In brief, the low-income sector is a relatively large 

percentage of the population; it is about half white and 

half non-white; collectively it pays too high a rent in re¬ 

lation to income, and it receives in return a high percent¬ 

age of inadequate housing. Moreover, the position of the 

non-white members of this group is relatively worse than 

that of the white. These findings give us a clearer picture 

of the stratum of Houston's population that is fundamental 

to the low-rent housing market. These people do not all 

demand low-rent housing as a matter of choice. To a large 

extent they must demand it, because they cannot afford any¬ 

thing else. We shall turn now to the low-rent market it¬ 

self. 

The Low-Rent Housing Market 

Our examination of the low-rent market will correspond 

to our investigation of the low-income sector. We will not 

be concerned at this point with the factors underlying the 

low-rent housing market; rather, we intend only to clarify 

U. S. Bureau of the Census,,0. S. Census of Housing: 
I960. Vol.2, Part 3, pp.81-16, 81-19 and 81-29. 
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the state in which the market K*as found by the 1960 census. 

1. 35.0% of the total of 111,959 occupied rental 

13 
units in the city rented for less than $60 per month. 

2. 16,691 of the total 39,211 low-rent units were 

14 
occupied by non-whites. 

3. The majority (58,4%) of low-rent housing was 

occupied by low-income households.^ Census data for 1960 

are not sufficiently complete to permit a comparison of 

the percentages of substandard housing occupied by the low- 

income sector to that occupied by higher income households. 

Nevertheless, 40.5% of all households occupying low-rent 

housing paid a gross rent greater than 25% of income, while 

26.9%, paid 35% or more of their income in rent.^7 

U. S. Bureau of the Census, U. S. Census of Housing: 
1960. Vol.2, Part 3, p.81-18, 

14Ibid., pp.81-18 and 81-28. 

15Ibid.. p. 81-18 

°U. S. Bureau of the Census, U. S. Census of Housing: 
I960. Special Reports for Local Housing Authorities. Series 
HC (SI), No. 131, p. 10 tabulates data of this nature, which 
would give support to the contention that higher income rent¬ 
ers are more successful in finding "bargains" than are low- 
income renters, since the latter do not have the alterna¬ 
tive of renting at higher rates. However the inference is 
not solid ground since this report excludes one-person house¬ 
holds and furthermore since 15.3% of the data for primary 
families were not reported. 

17U. S. Bureau of the Census, U. S. Census of Housing: 
1960, Vol. 2, Part 3, p.81-18. 
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Thus we see that low-rent housing is a significant 

portion of the rental market, that most of it is occupied 

by low-income households> that 40,5% is occupied by non¬ 

whites, and that a large percentage of the renters pay 

high rents in relation to income. 

The Relationship between Low-Incoroe and Low Rent 

Table 3 arrays all households according to gross rent 

and income. The low-income sector and the low-rent mar¬ 

ket have been separated from higher income and rent portions 

by horizontal and vertical lines. Here we see that the dis¬ 

tribution covers a wide range of combinations: from house¬ 

holds that earn $15,000 or more and pay less than $30 per 

month rent to those that earn less than $2,000 per year and 

pay over $1,440 per year in rent. Renters that comprise 

the extreme lower-left portion of the table clearly are in 

an exceptional position. Because of their high incomes, 

their entrance into this housing category must be explained 

by their having received bargains, windfalls or personal 

favors. Perhaps some are related to the owners of their 

dwellings and pay a mere token rent, and perhaps some must 

be explained by "miserliness”. The extreme upper right 

region must consist largely of households experiencing wind¬ 

fall losses and of households which have a sufficient wealth 
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18 
to enable them to dissave to the implied extent. 

The most interesting parts of Table 3 for our pur¬ 

poses, however, are included in these two quadrants. We 

can agree that the households in the upper left portion 

of the table demand low-rent housing due to the restriction 

of income. We shall now consider those households in the 

lower left and upper right portions of the table, but not 

in the extreme areas$ that is, those households shewn 

near the horizontal and vertical divisions. 

A comparison of total low-rent housing with the total 

number of low-income households indicates an excess of 

4,665 low-income families, while 2,753 of these were housed 

rent-free. Thus nearly all low-income families could have 

been housed in low-rent dwellings if 16,328 units had not 

been occupied by renters from higher-income groups. 

Near the horizontal line are households that spend 

less than 25% of income for rent. They probably do not 

spend more on rent either because they have found bargains 

or because they have chosen to consume a larger amount of 

other goods, Although they probably do not occupy low- 

rent housing as a financial necessity, they absorb a size¬ 

able portion of the supply. 

In considering the households of the low-income sector 

■1-8Since rent is only one component of household expense 
it is obvious that many of these households necessarily dis¬ 
save. 
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that pay higher rents, we must realize that we have 

abstracted from the size of the dwelling in our analysis. 

It is likely that many of these low-income families were 

forced to pay higher rents because the size of their 

families caused them to require large dwellings; however, 

no data are available to substantiate this. A major factor 

causing these families to pay higher rents was pointed out 

above: higher-income households compete to a significant 

extent for low-rent housing. 

The reason for discussing the rent-income ratio is to 

indicate a financial pressure which exists at the household 

level. Households that pay a high proportion of their in¬ 

come in rent must be considered to be potential demanders 

of lower-rent housing. For this reason we must be aware 

that a mere counting of substandard housing units does not 

fully measure the housing problem. We are concerned with 

replacing substandard housing with adequate units. The de¬ 

mand for the replacement units does not consist only of the 

present occupants of substandard housing; it must also in¬ 

clude families who pay higher rents and have high rent-in¬ 

come ratios. 

We shall bear in mind, therefore, that the following 

estimate of the demand for adequate low-rent housing, current- 
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ly being absorbed by substandard housing, is a conserve- 

tive one. The figures will be even more conservative 

with regard to non-white housing since the rent-income ratio 

is higher in this area. The array of occupied substandard 

housing according to gross rent is shown in Table 4. This 

table is based on a 25% sample and does not exactly agree 

with Table 1, which was based on a 100% tabulation. By 

comparison with Table 1, it will be noted that the sample 

indicated a smaller number of substandard units than the 

tabulation. We may expect, therefore, a further downward 

bias on our estimate of the structure of demand. 

Although this table exhibits a striking increase in 

the number of acceptable units as rent increases, such a 

response does not exist for substandard housing. This in¬ 

dicates a rather sensitive response of the quantity of 

standard units supplied with respect to increasing rent, or 

alternatively, a very high elasticity of supply with res¬ 

pect to rent (price). 

A correction must be made in the category of adequate 

housing that rents for less than $30 per month. According 

to the census, that number exceeds the quantity of substand¬ 

ard housing at that rent level. This irregularity is to be 

explained by the operations of the Houston Housing Authority, 

which provided at that time approximately 2,477 units to low- 

income families at an average gross rent of $28 per month. 
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Although no record was made of the Housing Authority's exact 

occupancy position at the time of the census, the best esti¬ 

mate available shows that approximately 1,446 units rented 

for less than $30, 541 units from $30 to $39, 392 units from 

$40 to $49 and 98 units for more than $50.^ If we adjust 

the figures in Table 4 by the above estimates we obtain the 

following comparison: 

Substandard and Standard Housing in the City: 1960 

Gross Rent Substandard Standard 
(adjusted) 

Less than $30 1,320 510 

$30 to $39 3,218 2,372 

$40 to $49 3,567 7,014 

$50 to $59 2,836 15,897 

$60 or more 2,243 65,689 

Table 5 

We may draw several conclusions from Tables 4 and 5. 

First, while substandard housing is, on the average, 

cheaper than standard housing, it is not strictly a low- 

rent phenomenon. More than one-sixth of the substandard 

housing shown in the tables rented for $60 or more per 

month. On the other hand, adequate housing does not cease 

to exist at low-rent levels; in fact, it compares well 

19 
This estimate is based on records of rental sche¬ 

dules on file at the Housing Authority. 



26 

with substandard housing in absolute terms at all but 

the very lowest rent levels. This fact demonstrates 

that standard housing competes with substandard at lower 

rent levels. We do not know, of course, the degree of 

profitability or the rate of loss associated with these 

levels of rent, and the corresponding outlays on mainten¬ 

ance which are made by the owners of adequate low-rent 

housing. Clearly, if their units are rapidly falling in¬ 

to disrepair because of a lack of maintenance, the fact 

that they are presently adequate is of little significance. 

Finally, while adequate housing is being provided by the 

market at rents below $60 per month, the preponderance of 

substandard housing at the lowest levels of rent casts 

doubt on the ability of owners to realize a profit on ade¬ 

quately maintained, acceptable housing at rents less than 

$40 or $50 per month. It is this lower limit so apparent 

in the housing rental market which we will study further in 

the following chapters. This limit is caused by factors 

which come to bear on the supply side of the market, inhi¬ 

biting the long-run adjustment of supply to demand at low 

rental rates. 

We have ascertained the structure of the demand for 

adequate low-rent housing. Basically, it is given by the 

current stock of substandard housing, but this is only a 
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conservative first approximation to the actual demand 

due to the potential demand from families with high rent- 

income ratios. However, our estimate of the demand will 

serve us in determining the effectiveness of policies 

directed at supplying this market. 

We will now focus on the stock of inadequate housing 

in Houston which forms the basis of the problem. 



CHAPTER 3 

THE STOCK OF INADEQUATE HOUSING 

One of the most significant aspects of low quality 

housing is its geographical location. The degree of 

concentration of slum housing is a significant factor in 

determining the appropriate tools for combating this 

phenomenon. If most problem areas are geographically 

small, the solution to substandard housing may be found 

more readily in some type of specific, localized action. 

In this chapter we will determine the location of the 

main problem areas in Houston and will study some of 

their characteristics as a necessary preliminary to the 

formulation of specific policy proposals. 

In order to pinpoint the geographical distribution of 

the worst housing conditions in Houston, we have chosen 

a number of blocks from the 1960 census report according 

20 
to both of the following criteria: 

1. There must be at least ten units in the block which 

are "dilapidated”. 

20 
U. S. Bureau of the Census, U. S, Census of Housing: 

1960. Vol.3, Series HC(3), No.381. 
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2. Over fifty per cent of the total number of units 

in the block must be "dilapidated". 

Sixty-four blocks out of a total of over 4,700 satis¬ 

fy these criteria. This collection of blocks is therefore 

quite extraordinary in that it contains the most dilapidated 

housing in the city which very likely lay in the center of 

our major blight areas. It will be recognized that because 

the above two requirements for admission to our group are 

very strict, even if one of the selected blocks is not 

surrounded by what may be properly called a slum, it is at 

least a sign of warning to the neighborhood. It is realized 

that some specific blocks in this list no longer may be in 

this degenerate state because several years have passed 

since the census was taken. 

Table 6 summarizes the sixty-four block group as a 

whole. A similar summary for the city is given in Table 7 

to provide a comparison with Table 6 and to illustrate the 

effect of these slum blocks on the total figures for the 

city. The actual location of these blocks is shown on 

Hap 1. The data from which Table 6 was constructed are 

reproduced in entirety in Appendix A, where the relevant 

characteristics may be seen in detail, block by block. 

Let us point out some of the most significant facts 

about these blighted blocks. 



30 

Problem Blocks: 1960 

MAP 1 
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1. They contain 0.46% of the total population 

and represent 0.56% of the total housing in Houston. 

(lines 1 and 2, Tables 6 and 7.) 

2. Total substandard units for these blocks may 

be found by summing lines 5, 8 and 9 of Table 6. This 

figure, 1409, represents 7.1% of the total quantity of 

substandard housing in the city. (Compare with lines 5, 

8 and 9, Table 7). More significantly, these blocks 

contain 21.1% of the total number of dilapidated houses 

in the city. (Line 9, Tables 6 and 7). 

3. The vacancy rate in this group was 22.7% (Line 10, 

Table 6). 

4. Of the total of 1,383 occupied units, 1,218 were 

renter-occupied and 145 were owner-occupied, 89.4% and 

10.6%, respectively. This confirms that the very worst 

features of the housing problem exist in the area of rental 

housing. (Lines 10, 11 and 14, Table 6). 

5. Although non-whites rented 54.1% of the total 

occupied units in these areas, they accounted for only 

20.9% of the total occupied units for the city. (Lines 9a 

arid 16, Tables 6 and 7). Therefore, one sees that non¬ 

whites (practically all Negro in this instance^) account 

^Negroes comprised 98.8% of the non-white population 

of Harris County. Houston Chamber of Commerce, Population 
and Housing Analysis. Metropolitan Houston. 1960. p.C6. 
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for a disproportionately large part of the problem. 

Thus we may infer from the above that slum housing 

in Houston is geographically concentrated, that the 

vacancy rate is very high, and that it is mostly renter- 

occupied. Furthermore, we may infer that the slum prob¬ 

lem affects Negroes more than whites - at least relative 

to the numerical importance of the races. 

We have established that the poorest substandard 

housing is concentrated in a few blocks near the center 

of the city. However, a further examination of the area 

surrounding these blocks will indicate the extent to which 

they are nuclei of larger regions in which substandard 

housing is concentrated. The most convenient larger areas 

are the '’census tracts" into which Houston has been subdivided 

for the Bureau of the Census• 

Houston*s Lowest-Standard Census Tracts 

First, we selected those census tracts that contained 

at least three blocks of the "sixty-four". Although the 

sixty-four blocks just examined were contained in twenty- 

three census tracts, forty-seven of these blocks were in¬ 

cluded in only nine tracts. Therefore, we excluded fourteen 

of the tracts because they contained only one or two blocks 

of the "sixty-four". Since these nine census tracts contain 
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some of the worst problem areas in the city, they should 

be singled out for further study. 

Table 8 shows the pertinent information for these 

tracts. In this table the quality measures of housing 

are combined into the classifications adequate and sub¬ 

standard. 

The findings from our examination of census tracts 

parallel our previous findings concerning the sixty-four 

"worst” blocks in the city* We may summarise the char¬ 

acteristics about these nine census tracts as follows: 

1. They contain 8*2% of the total population and 

represent 8*3% of the total housing units in Houston. 

(Lines 1 and 2, Tables 10 and 12). 

2. They contain 38*2% of the total quantity of sub¬ 

standard housing in the city. (Lines 5* 8 and 9 of Table 

7 and Line 4 of Table 3). 

3. The vacancy rate in this group was 12,9%. (Line 

14, Table 3) . 

4. Percentages of owner- and renter-occupancy were 

20.3% and 79,7% respectively, 

5. Percentages of white and non-white occupancy 

were 30.2% and 69.3%, respectively. 

We must note at this point that we should expect these 

results to be less dramatic than those for the sixty-four 
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blighted blocks taken alone. First of all, the sixty- 

four blocks were chosen because they were in the very 

worst condition according to the criteria used. When 

even more slum blocks are included in the averages the 

results therefore necessarily will be improved. More 

important, however, census tracts include rather large 

areas, as can be seen from Map 2. The smallest of the 

nine tracts contained fifty-four city blocks, while the 

largest had 271. The average size of these tracts was 

121 blocks. It is remarkable that the results still 

point to a high geographical concentration. 

The analysis thus far indicates that the problem of 

replacing the worst housing units may be most readily 

solved by specific actions directed toward the regions 

concerned. Condemnation of the worst slums and direct 

replacement with public housing seems indicated as the 

most efficacious way, since this involves the substitu¬ 

tion of one adequate housing unit for each substandard 

unit destroyed, and since a compact public housing pro¬ 

ject could geographically replace most of the condemned 

units. This would not be true if the condemned housing 

were scattered sparsely throughout the city. 

Furthermore, if an area is not replaced by public 

housing its compactness nevertheless facilitates direct 
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action since efforts at rehabilitation may be done on a 

cooperative basis by the owners if they are caused to 

improve their property. 

We will discuss the attitudes of owners of substandard 

housing in the following chapter in an effort to discover 

ways of inducing them to improve the condition of their 

rental units. 



CHAPTER 4 

THE OWNERS OF SUBSTANDARD HOUSING 

As suppliers of substandard housing typically 

occupied by lot-?-income families, the owners are tradi¬ 

tionally characterized as villains - as ruthless entre¬ 

preneurs who derive a lucrative income from the poor. 

While this judgment may be justified in some instances, 

we are concerned here only to the extent that their atti¬ 

tudes and goals affect the supply of low-rent housing. We 

suggest that the actions of the slum landlord are merely 

the normal actions of a person who finds himself in a rather 

abnormal economic situation. We will show that this situa¬ 

tion tends to result in the creation of substandard housing 

by encouraging the neglect of low-rent housing units. 

In order to gain an insight into the situation of the 

owners we undertook to interview a number of them and to 

ask them to assess their property, their tenants, and their 

cost and revenue situation. From records at the Houston Board 

of Realtors we formed a list of more than twenty owners who 

owned at least several improved lots in slum districts and 

began our effort to interview them. However, we met with a 

considerable degree of reluctance on the part of these owners 
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to talk about their property. Some were never available 

for interview. Others refused to give any useful infor¬ 

mation. Only five owners were willing to discuss their 

situation freely. Therefore, it must be pointed out that 

the information we have obtained does not constitute a 

significantly large sampling. Moreover, there is little 

reason to believe it free from bias; on the contrary, 

the fact that only these five consented to the interview 

should alert us to the fact that their comments may not 

be representative. However, we believe the information 
~r' 

thus gained is useful and we present it with the above 

qualifications. 

The five who cooperated with us were four individual 

owners and one realty company. We first asked the owners 

a uniform series of questions and then asked them to make 

any additional comments they desired. The questions we 

asked were: 

1. How (or why) was this property acquired? 

2. How long have you owned it? 

3. Do you regard this property as "slum" housing? 

4. Are you aware that many of the houses in that 

neighborhood were classified as "dilapidated" by the 1960 

Census of Housing? 

5. In your opinion, would it be financially wise to 
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improve this housing to meet the qualifications of "Standard" 

housing? 

6. Do you find the profits from the property to be 

sufficient? 

7. How long do you plan to keep this property? 

The following is a summary of the answers they gave to 

these questions: 

In one case only the property had been acquired - recent¬ 

ly - by inheritance although it had been in the family for 

more than fifteen years. The realty company had owned its 

units for more than seventeen years. The three remaining 

individual owners had purchased their units within the past 

ten years. In each case the income-earning potential of the 

units was the primary reason given by the owner for his hav¬ 

ing purchased the property. Furthermore, one owner stated 

that the possibility of a capital gain due to the anticipa¬ 

tion of the expansion of the downtown business district, and 

the consequent increase in land values, was an important 

factor in his decision to purchase the property. 

Although none of the owners felt that their units should 

be termed "slum" dwellings, they agreed that their area con¬ 

stituted a “low-class neighborhood" and that the houses were 

not in the best condition. Such judgments obviously rest 

upon a subjective definition of terms; on the other hand,they 



43 

may indicate that the owners in fact do not realize that 

their housing constitutes a problem for the city* When 

questioned further on the condition of their units, the 

owners rationalized their position with one or more of 

the following arguments: "The tenants are satisfied with 

the housing*" "Although it is not the best housing it 

meets the needs of the tenants." "They cannot afford bet¬ 

ter housing, nor should they expect it because they pay 

such low rent." "I cannot afford to provide better housing 

at such low rents; besides, the tenants do not respect the 

property - they would tear it up again in a short time." 

None of the landlords had considered the possibility of im¬ 

proving their units for the purpose of attracting higher- 

income tenants who could afford higher rents. 

Although the landlords recognized the poor state of 

housing in their neighborhoods, they attributed this to the 

"type" or "class" of the occupants and their lack of pride 

in their dwellings, resulting in their rapid depreciation. 

Furthermore, the landlords seemed to have as an under¬ 

lying assumption the view that the tenants were "bound" to 

the geographical area and that the housing there must be 

"suited" to them. The opposite view probably prevails in 

developing areas of the city: that the nature of the hous¬ 

ing which is provided will determine to a great extent the 
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type of tenants who will occupy them. If the tenants are 

"bound" to the area to some extent, the landlords are able 

to utilize their monopoly power in order to charge higher 

rents or to provide lower quality housing for their tenants. 

We agree that the landlords' view may be well-founded in 

this instance, since the mobility of the non-white and the 

Latin-American (the tenants, in all five cases) is restrict¬ 

ed by custom. 

Opinion was unanimous that it was not feasible to under¬ 

take extensive repairs on the property. Although a few rea¬ 

sons for this situation already have been noted, another rea¬ 

son may be found in the fact that many dwellings already may 

be in such a poor condition that expenditures on repairs are 

inefficient. That is, a given amount of money spent on re¬ 

pairs will not raise the rental value of the property suffi¬ 

ciently to justify the expense. 

Furthermore, the owners indicated that tax regulations 

also have a dampening effect on their incentive to improve 

their rental units. Because of the owners' responses, the 

effects of the existing tax structure upon the quantity and 

quality of rental housing seems to warrant further attention. 

One factor in particular, that of depreciation allowance, 

is related significantly to this problem. 

In Federal income tax the depreciation allowance 
treats real estate like machinery and equipment. A 
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high percentage may be written off in early years 
and declining percentages subsequently... The point 
of largest profit, therefore, is in the early years. 
After 6 or 8 years, if tax cost is a consideration 
for the owner, it becomes profitable to sell and pur¬ 
chase a new property.22 

Moreover, City and school taxes are based on the City Tax 

Assessor’s valuation of the property.^ In Houston, any 

improvement necessitates an automatic reinspection of the 

improved property, which results in a new valuation for tax 

purposes. The new valuation Is based solely on the inspec¬ 

tion and therefore bears no necessary relation to the pre¬ 

vious one or to the cost of the improvements. Although the 

effect of the federal tax is to stimulate improvements by 

cheapening the net cost of maintenance outlays, particular¬ 

ly in the first few years, local taxes are likely to in¬ 

crease after improvements are made since the new tax valua¬ 

tion will probably be higher. Moreover, there is no pro¬ 

vision for depreciation to be written off on the local level. 

The only way to try to make allowance for depreciation is to 

call for a reinspection after a period of time by filing a 

complaint with the tax department. Although the effects of 

taxation cannot readily be quantified due to the many vari- 

22 
A. L. Schorr, Sliras and Social Insecurity. U. S. 

Government Printing Office, (Washington, D. C., 1963,)p.92. 

2%he basic tax ordinance for Houston is City Ordinance 
#26,835 dated May 15, 1963. 
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ables, the basic result gives the owner a tax advantage 

for a few years, and a tax burden after this period and 

until such time as he succeeds in having the valuation 

lowered. Of course, if repairs are made, a reinspection 

on the same future date would undoubtedly result in a 

higher valuation than if the repairs had not been made. 

In this sense repairs tend to have a long-run effect on 

local taxes even if subsequent reinspection should lower 

the property valuation. Thus, the net effect of the fede¬ 

ral income tax and the local property tax laws will be a 

negative one, tending to discourage owners from rehabili¬ 

tating their rental property. 

The capital gains tax similarly inhibits the mainten¬ 

ance of low-rent housing. In many cases the resale value 

of low-rent property is determined primarily by the value 

of the land and is not related significantly to the condi¬ 

tion of any housing that is situated upon it. Therefore, to 

the extent that capital gains are realized independently of 

rental values, maintenance outlays will be discouraged. 

The last two questions asked of the owners were whether 

or not they were satisfied with the return on their property 

and hot* long they planned to keep it. Only one owner ex¬ 

pressed dissatisfaction with his profits. He complained 

of a high vacancy rate and a large loss of revenue due to 
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defaults on rental payments. ^4 These factors did not 

cause a net loss, but acted to reduce profits. These 

complaints were confirmed by most of the landlords. 

Another factor cited that discouraged rehabilitation 

was the run-down condition of the neighborhood. If one 

owner were to improve the value of his units he would en¬ 

hance the value of the adjacent property by improving the 

general conditions in the area. On the other hand, the 

effectiveness of his own rehabilitation is lessened by the 

continuance of blighted conditions in the surrounding area. 

The long-run plans of four landlords were to keep the 

property as long as it continued to earn a satisfactory re¬ 

turn, although one of these owners felt that the property 

may appreciate sufficiently to warrant selling within sev¬ 

eral years. The fifth owner, who was not dissatisfied with 

his profits, contemplated a sale in the immediate future. 

An attitude contained in the owners' responses seems 

significant: they did not identify themselves with their 

property - there was no sense of pride (or shame) of owner¬ 

ship detected, except insofar as many owners refused to dis- 

^The latter problem is combated by all five owners 
by the weekly collection of rents. 
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cuss the situation at all. Therefore, we suggest thata 

fruitful approach to the problem of rehabilitation may be 

made by acting directly on the owners and concentrating on 

their pride of ownership. The Houston Chamber of Commerce 

has made such an effort in the area of run-down business es¬ 

tablishments. In an effort to bring about the rehabilitation 

of certain blighted blocks in the business section of the 

downtown area, the Chamber has undertaken a program of in- 

9 c 
formation and encouragement which has met with some success. 

The program was dedicated to the purpose of creating interest 

in the improvement of deteriorating structures by meeting 

with the owners in small luncheon groups. During these meet¬ 

ings the plans of area merchants to remodel their stores, the 

costs involved and various other ideas for improvement were 

discussed. At subsequent meetings, and as actual projects 

were being completed and reported to the group, their interest 

and participation increased. This type of program not only 

stimulated the interest of owners in rehabilitation projects 

by publicizing successful examples and by offering encourage¬ 

ment to the owners. It also served to assure the individual 

who was considering rehabilitation projects of his own that 

his efforts were matched and that the possibility existed 

25 
Based on a report by the Urban Renewal Department of 

the Houston Chamber of Commerce on file at the Chamber. 
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for the entire neighborhood to be improved and, therefore, 

that his efforts will not be ineffective because of the de¬ 

pressed conditions in the area. 

While slum landlords typically may not be philanthro¬ 

pists, there is no conclusive evidence that they are not 

behaving like normal economic men. They are plagued by un¬ 

certain rent collections and high vacancy rates. They are 

discouraged from improving their dwellings by the condition 

of housing in the surrounding neighborhood and by the in¬ 

creased property taxes they would have to pay. They are dis¬ 

couraged from maintaining their units properly not only by 

normal cost considerations, but also due to the desire to 

maximize the net income produced by the units because of re¬ 

sale considerations. 

From these results we conclude that the depressive ef¬ 

fect of the city tax law should be lightened on the owners 

of substandard housing who wish to improve their units and 

cause them to be classified as "standard”. This may be done 

by offering tax credits or by lowering the tax rate for these 

houses. Finally, another method of easing the problem would 

be to encourage groups of slum landlords through local civic 

or business organizations. Such action may be expected to 

stimulate the interest of landlords in rehabilitation efforts 
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both by simply bringing him to an awareness of the problem 

and by informing him about the best methods to use. The 

goal of such action would be the unified improvement of cer¬ 

tain slum areas by their owners, many of whom may never 

have made much efforts at rehabilitation in the absence of 

neighborhood cooperation. 



CHAPTER 5 

THE ROLES OF BUILDERS AND LENDING INSTITUTIONS 

We must now turn to an important question: To what 

extent could private builders provide suitable low-cost 

housing '(either for rent, or purchase) which could compete 

with substandard units now in existence? In other words, 

to what extent could the private economy be stimulated to 

enter the low-rent market and thereby to erode its monopo¬ 

listic structure? Clearly, the willingness of lending in¬ 

stitutions to provide funds for new low-cost housing is a 

crucial factor in determining the extent to which builders 

will enter this market. Thus we must consider together both 

the technological and financial limitations which exist in 

this area. 

The Role of Builders 

Providing improved, low-priced homes and apart¬ 
ments for that segment of the American public with a 
limited income is one of the greater challenges con¬ 
fronting the housing industry today.^ 

In our private enterprise system builders, like other busi¬ 

nessmen, devote primary attention to the areas in which the 

greatest profit may be made. Therefore, we must determine 

P. Atkinson and others, Housing...U. S. A.. Board- 
man, (New York, 1954), p.132. 
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if substantial profits may be found in the area of low-cost 

housing. The answer depends upon our definition of "low- 

cost”, If housing is priced to yield about the same rate 

of profit at each price range, it is clear that great po¬ 

tential profits may be obtained from the low-priced hous¬ 

ing. In the first place, the structure of income of the 

population is such that a major portion of all households 

in the city of Houston are found in the low-income category. 

This is illustrated in Table 9. In this table we have ar¬ 

ranged Houston households according to gross income. In 

column 3 the value of the "cheapest" new house was that given 

by a recent survey for Dallas, Texas, a city for which housing 

27 
costs roughly approximate those in Houston. Although the com¬ 

parable figure for Houston is not available, it should close¬ 

ly approximate this value. The price of the cheapest three- 

bedroom house for Dallas in the survey was $8,300, and the 

28 
yearly income necessary to allow its purchase was $5,040. 

From the table we may calculate that about 46.1% of all Hous¬ 

ton households would be unable to finance the purchase of this 

house. The fact that a sizeable market is largely untapped 

makes the position of builders apparent. A parallel 

2?"Cheapest Houses of 1961", The Housing Yearbook, 1961. 
Abco, (New York, 1961), p. 46. 

2®Based on the requirement that income be five times the 
total cost of the maximum FHA mortgage, plus taxes, utilities, 
insurance and maintenance. 
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may be drawn in the rental market* This home would be 

29 
rented for approximately ^80 per month, and could not 

be afforded by 53.8% of the total number of renting house 

holds in the city. 

Income of Primary Families and Individuals, for 
Houston: 1960 

(1) (2) (3) 

Households in Able to buy 
Houston cheapest new 

house 

Less than $2,000 47,367 no 
$2,000 to $2,999 24,496 no 
$3,000 to $3,999 28,199 no 
$4,000 to $4,999 29,975 no 
$5,000 to $5,999 30,705 yes 
$6,000 to $6,999 26,920 yes 
$7,000 to $7,999 21,797 yes 
$8,000 to $9,999 29,847 yes 
$10,000 to $14,999 28,539 yes 
$15,000 or more 14,781 yes 

TABLE 9 

Source: U, S. Bureau of the Census, U. S, Census of Housing: 
I960, Vol.2, Part 3, p,81-19. 

If this is the minimum cost of a new single-unit three- 

bedroom dwelling, the lower-income families must then be 

housed in units which are older, multiple-unit or smaller, 

or some combination of these. Although land costs are gen¬ 

erally higher in the center of the city than on the outskirts, 

low-cost construction, particularly that which is intended 

29 
The general rule is that gross rent per month = Total 

cost/100. 
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for the rental market, cannot exclusively be located in 

the suburbs. Low-income families must live near their 

work or they must be able to secure satisfactory bus trans¬ 

portation, Under present regulations, city buses are not 

permitted access to the freeway system or the service roads. 

According to the census, only 42.4% of low-income tenants 

30 
had automobiles, and no data were available concerning 

the condition of these vehicles or the ability of their 

owners to afford driving long distances to work every day. 

Therefore, if the transportation situation is not improved, 

builders * activities must take one of two forms ? the reha¬ 

bilitation of existing units or the construction of high- 

rise units near the center of town. 

Although the effect of rehabilitation will be discussed 

in the next chapter, we may point out here that it causes a 

decrease in the total supply of housing at the lowest levels. 

This occurs, in general, because rent will be increased to 

compensate the cost of replacing or remodelling the old units. 

This decrease in the supply of low-rent units makes the en¬ 

couragement of new construction at low rent levels mandatory. 

Although new high-rise units may be able to enter the 

market at rents below §60 per month, data on such projects, 

S. Bureau of the Census, U, S. Census of Housing: 
I960, Vol.2, Part 3, p. 81-19. 
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even under very favorable financing arrangements and re¬ 

duced vacancy reserve requirements, do not indicate this. 

One such project, the Park Town Cooperative in Cincinnati, 

Ohio, is operated at cost by the tenants, who are organized 

as a non-profit corporation. The saving to the occupant in 

this project due to the advantages of its organization and 

financing methods is estimated at over $20 per month. Never¬ 

theless, the least expensive unit in the project requires a 

down payment of $250 and an estimated monthly charge of $69 - 

a figure which does not include gas and electric bills. It 

is likely that a similar project may succeed in removing 

some pressure from the low-rent market by attracting present 

occupants who are paying rents around the $60 margin; how¬ 

ever, it cannot be hoped that such a project would make a 

serious entry into the low-rent market under present building 

conditions. This conclusion is given support by a project 

32 
which is currently planned for Houston. The Houston Apart¬ 

ment Association, an association of apartment owners, man¬ 

agers, suppliers and service companies active in Harris Coun¬ 

ty, is currently planning the construction of a complex 

Willcox, "Better Living for Less Money", The Hous¬ 
ing Yearbook. 1961. Abco, (New York, 1961), pp.21-26. 

32This report is based on conversations with Gordon J. 
Neilson, Executive Director of the Houston Apartment Associa¬ 
tion. 
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of fifty to one-hundred tom-house apartments designed 

specifically for low-income families. These units are 

to be located on land to be purchased from the city. Al¬ 

though the exact location is still undetermined, it will 

be close enough to the central area to permit the use of 

bus transportation by the tenants. This project, planned 

to house low-income families on a non-profit basis, will 

not enter the low-rent market as we have defined it. It 

has not yet been decided whether the units will be rented 

or sold; but, in either case, the cost to the occupant 

points clearly to the lower cost limits of private enter¬ 

prise capabilities. If the units are rented it is expected 

that the lowest rent will be approximately $18 per week. 

If they are sold, the minimum price will be approximately 

$6,000 per unit, and may be financed by families with in¬ 

comes of about $3,600 per year. 

Construction on low-cost land in outlying areas again 

may be expected to help the situation at the $60 margin, 

and no doubt would be more effective if bus service were 

extended to freeway service roads. 

From the above discussion it should be evident that 

builders are making efforts to bring the price of dwelling 

units down. It is important to them to broaden their mar¬ 

ket to include lower-income families. The president of the 
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Houston Builders Association, W. H. Williams, has argued 

that although providing low-cost housing is a challenging 

goal, it is not the industry's responsibility. Referring 

to the low-income sector: "At present, if these people 

are to have adequate housing, it will have to be accom¬ 

plished through some form of a government subsidy pro¬ 

gram. In clarifying this statement further he remarked 

that families earning $3,000 or less were likely to be in 

the category requiring subsidisation. 

Because we have discovered thus far that builders are, 

in fact, striving to lower the price of their cheapest hous¬ 

ing, we must now investigate an important reason that might 

limit them from doing so, the availability of funds. This 

consideration suggests that we should examine the attitudes 

of lending institutions. 

The Attitudes of Lending Institutions 

There are two types of loans which are frequently made 

in connection with housing construction. The builder may 

desire to finance the construction with a short-term loan 

and repay it when the house is sold from the proceeds realized 

when the buyer's permanent mortgage is discounted. Normally, 

the builder will require the buyer to make a mortgage com- 

3%. H. Williams, quoted by A. Normore, "Housing the 
Poor", Houston Post, April 5, 1964. 
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mitment before he begins construction* On the basis of this 
§ 

mortgage commitment the builder then negotiates a short-term 

loan from a bank in order to finance the construction. When 

the house is actually sold a permanent mortgage replaces the 

commitment and is sold to the bank, at which time the short¬ 

term loan is repayed. Obviously both of the above trans¬ 

actions require the availability of credit to the buyer.^ 

Those sources that commonly provide mortgage funds to 

the average housing buyer are savings and loan institutions, 

life insurance companies, mutual savings banks, commercial 

banks and individuals. The most important holders of mortgage 

debt are the thousands of small savings and loan associations, 

who typically provide a higher proportion of loans on small 

and inexpensive housing than the other institutions. Al¬ 

though they do not engage to a large extent in the FHA loan 

program they are also able to facilitate the improvement of 

the housing supply by their willingness to make relatively 

high loans on older property, and thus make housing rehabili- 

35 
tation possible on a broad scale. 

Thus, by defining the lower limits of acceptable credit, 

Meyerson, Housing. People, and Cities. McGraw-Hill, 
(Mew York, 1962), p.171. 

35lbid.. p.161. 
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lending institutions control, whether consciously or not, 

the volume of new low-cost housing construction. Efforts 

to expand lending to lower-income families by changing 

minimum requirements, although increasing the risk premium, 

should ease some of the pressure in the low-rent housing 

market by inducing low-rent tenants to buy homes. 

In this chapter we have discussed the attitudes of the 

building industry and its difficulty in providing adequate 

low-rent housing. It was noted that not only is "low-cost" 

housing a challenging goal to builders: it is more impor¬ 

tantly a potential new source of profits. The size of the 

actual demand for the purchase of housing - demand which 

is backed by financing - is controlled by the lending in¬ 

stitutions and their restrictions on credit to low-income 

households. There is still another restriction on low-cost 

housing construction: the minimum physical standards which 

are imposed on the builder. These standards are the next 

subject for study. 



CHAPTER 6 

THE EFFECT OF BUILDING CODES 

"The purpose of... £the Houston BuildingJ Code is to 

provide minimum standards to safeguard life or limb, health, 

property, and public welfare by regulating and controlling 

the design, construction, quality of materials, use and occu¬ 

pancy, location and maintenance of all buildings and struc¬ 

tures within the city... "3^ Thus the code is designed to 

guard against the construction of inadequate housing and the 

creation of such housing through neglected maintenance. 

Specifically, the code outlines the requirements to be 

met by new housing, further stipulating that under most con¬ 

ditions existing housing must at all time meet the same re¬ 

quirements. The stipulation on maintenance requires that it 

be sufficient to keep "all buildings or structures both exist¬ 

ing and new, and all parts thereof... in a safe and sanitary 

condition... The owner or his designated agent shall be 

responsible for the maintenance of buildings and structures."37 

The purpose of the code is clearly in line with the goal 

of eliminating substandard housing in the city. There are, 

3**City of Houston "Building Code". Section 102. 

37Ibid.. Section 104 (i). 
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however, two basic questions which must be answered with 

regard to the code. First, if the requirements of the code 

are too low then it will tend to promote substandard housing. 

If the requirements are set too high the code serves as a 

direct barrier to more economical construction. 

It is difficult for the layman to understand and evalu¬ 

ate the highly technical requirements found in the building 

code. It sets structural specifications such as the strength 

of materials and connections, provisions for adequate light, 

floor space and ceiling height, fire resistance, electrical 

and plumbing connections and other technical details of de¬ 

sign and construction. 

The Houston code was based on the Uniform Building Code, 

formulated by the International Conference of Building Offi¬ 

cials in Pasadena, California. It was revised by the Con¬ 

struction Industry Council of Houston, the City of Houston 

Advisory Committee and the Department of Public Works and 

Engineering of the City of Houston. The membership of the 

Construction Industry Council, which was primarily respons¬ 

ible for the revision, consists of such organizations as the 

American Institute of Architects (Houston Chapter), the Asso¬ 

ciated General Contractors of America (Houston Chapter), the 

Houston Building Trades Council, Associated Plumbing Contrac¬ 

tors and the Retail Lumber Dealers Association of Houston. 
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Because of the fact that the Houston Building Code 

stems from a model code and was revised by a committee 

of top building industry representatives* trade union 

leaders and building materials suppliers at the local 

level, it is clear that the requirements of the code will 

not be too low. On the contrary, the more important con¬ 

cern is whether the requirements are not too high. Does 

the code permit the construction of safe and decent hous¬ 

ing at the minimum level of cost? "In cities where the 

building trades are strong, codes are likely to outlaw 

the use of laborsaving methods and materials,"®® It is 

clear that the basic dependence for technical advice is 

on actual members of the construction industries. There 

exists, therefore, the possibility that the minimal speci¬ 

fications actually adopted are excessive. 

The following examples of the effect of building codes 

on construction costs were taken from a nation-wide study 

by the Saturday Evening Post: 

One Long Island town's code forbids the use 
of plasterboard walls which, builders say, are com¬ 
pletely satisfactory... This provision alone adds 
up to $350 to the cost of the average home. Chicago's 
codes prescribe three coats of plaster on walls. Most 

®®E. C. Banfield and M. Grodzins, Government and Hous¬ 
ing in Metropolitan Areas. McGraw-Hill, (New York, 1958), 
p.95. 
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other cities say two are sufficient... 
Xn San Mateo county, California, a code re¬ 

quirement calls for solid sheathing under shingles. 
Yet lath sheathing would do the job as well and would 
save $150 on the cost of a five-room house... 

Archaic code restrictions perpetuate many union 
make-work, shirk-work practices... 

Material dealers and manufacturers are no differ¬ 
ent. They fight just as hard as do the unions to pre¬ 
vent code changes that endanger their interests,^9 

Xt must be pointed out that such general indictments 

probably are not applicable to the Houston code, since it 

is derived from a simplified, uniform model. They should 

serve as reminders that at least any deviations from such 

a model should be carefully considered according to the 

actual merits of the deviation and not according to the in¬ 

fluence or the high bargaining power of certain associations 

or unions. 

Not only may the requirements be excessive when origin¬ 

ally set out; they may become excessive because of techno¬ 

logical improvements. Builders may not be able to take ad¬ 

vantage of money-saving innovations because they are not 

permitted to do so by an outdated building code. Although 

the Houston code does not preclude the use of alternate 

materials or construction techniques, it does require that 

the party wishing to make use of an innovation obtain the 

39xhis study is quoted by W. F. Atkinson and others, 
editors of Housing...U. S. A.. Boardman, (New York, 1954), 
pp.171-2, without further information. 
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approval of the building inspector by furnishing proof 

that the innovation is satisfactory. This requirement 

seems justified: If any variation not covered by the code 

could be made solely at the builder's will, slipshod con¬ 

struction may be encouraged. If the code were reviewed 

with sufficient frequency, recognized innovations may be 

incorporated and their use thereby actually encouraged. 

Because the Houston Building Code was last revised on March, 

1963, it is probably free from criticism on these grounds. 

Therefore, we suggest that the Houston Building Code 

should be subjected to close scrutiny by experts who have 

no interests in the local housing industry in those portions 

of the code which are not already based on findings of in¬ 

dependent research. Minimum requirements should be those 

which permit the construction of safe structures that have 

a reasonable life expectancy if given normal maintenance. 

A distinction should be made between these "absolute" mini¬ 

mum requirements for the lowest cost housing and the recom¬ 

mended roinimums for normal construction purposes. This would 

then permit builders to build more cheaply, specifically for 

low-income families. Perhaps a further requirement should 

be initiated, that the builder advise the buyer wherever 

"absolute" minimums were used, in order to alert the buyer 

of any deviation from normal standards. 
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Our most serious criticism of the Houston Building 

Code is that the enforcement of the code is weak in the 

area of existing housing. As we have pointed out (see 

Table 4), there were 4,335 dwellings in Houston which 

were in a dilapidated condition in 1960. We have also 

referred to the clarification of this term by the U. S. 

Bureau of the Census, terming dilapidated housing as hous¬ 

ing which "endangers the health, safety or well-being of 

its occupants".^® Although the purpose of the code, cited 

above, was to "safeguard life or limb, health, property 

and public welfare"^ by concerning itself with standards 

of construction and maintenance, the city allowed the 

existence of these houses by its failure to employ satis¬ 

factory enforcement methods. 

Under the present organization someone must file a 

complaint in order to initiate action under the code. Ho 

inspections are conducted on the initiative of the Building 

Inspection Division itself. That this procedure is not 

effective the results clearly show. Most of the areas 

shown as present-day problem areas on Map 1 were part of 

S. Bureau of the Census, U. S. Census of Housing: 
I960. Vol.l, Part 1, p.LXII. 

41 
City of Houston "Building Code". Section 102. 
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the slum areas outlined by a survey made in Houston in 

1939.^2 It is not that dilapidated housing is hard to 

find: it does not appear first here, then there. Since 

the areas of slum dwellings have been fixed in location 

for long periods of time, we feel confident that the In¬ 

spection Division is aware of the location of many houses 

which may violate the code. 

The answer to the problem of enforcement must be se¬ 

lective inspection initiated by the city. Housing which 

is inspected and found unsafe for occupancy may be repaired 

by the owner if he desires to do so; otherwise it must be 

vacated. The owner is advised of the deficiencies that 

exist and given a fixed time in which to remedy them. If 

the structure constitutes a fire hazard it must either be 

improved or demolished. However, housing which is safe for 

occupancy but is substandard according to the PHA definition^ 

is not affected by the code; that Is, the owners cannot be 

forced to correct those deficiencies which render a house 

substandard but not dilapidated. 

^Housing Authority of the City of Houston; Houston 
Housing. 1939. WPA Official Project 665-66-3-390. 

^^"Substandard housing" is defined by the City of 
Houston in a way similar to the U. S. Bureau of the Census' 
definition of "dilapidated housing". 
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Although the code as it exists prevents the construction 

of substandard housing (PHA definition), it is designed to 

preclude the existence of dilapidated housing (Bureau of 

the Census). If the inspection procedure were used and the 

code were strengthened to include provisions against sub¬ 

standard housing the effects on the housing inventory could 

be significant. Let us consider now the results of an ex¬ 

tensive enforcement campaign. 

We shall assume that a fine would be assessed in every 

case against owners who did not correct deficiencies or 

destroy the deficient housing. 

1. It is possible that the owner of non-dilapidated 

substandard housing would choose to pay the fine rather than 

improve his property. If he absorbed the entire cost of the 

fine, thereby leaving rents unchanged, he does not alter the 

overall supply situation. However, he may be expected to 

shift the fine to the tenant by increasing rent or decreasing 

maintenance outlays. In the first case the quality of the 

total stock of housing would be unchanged while the structure 

of rents would be worsened; that is, there would be more 

higher-cost housing and less low-cost housing. In the latter 

case the structure of rents would be unchanged and the quality 

of the inventory would decrease. Therefore, for all housing 

on which fines would be paid the aggregate result xfould be 
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some decrease in the supply at low rents and some decrease 

in quality. 

2. The owner of non-dllapidated substandard housing 

may improve or remodel his property. If he did not raise 

the rent, the structure of rents would be unchanged and the 

quality of the supply would be improved. If he raised the 

rent the structure of rent would be worsened and the quality 

of the supply would be increased. The general effect of re¬ 

modelling and rehabilitation of substandard non-dllapidated 

dwellings would be, therefore, a decrease in the supply of 

low-rent housing and an Increase in quality. 

If the owner of dilapidated housing did not choose to 

improve it, the tenants must vacate. This would decrease 

the supply of low-rent housing, increase the quality of the 

total inventory of occupied housing and reduce the total 

stock of housing available for occupancy. If he improved the 

dwelling the effect would be a decreased supply of low-rent 

housing and an improved inventory of housing. 

By combining all of the above considerations we arrive 

at an overall effect of the improved enforcement of the 

building code: the quality of the stock of housing improves 

in every case except that in which a fine is paid; the 

supply of low-rent housing is decreased; and the cotal stock 

of available housing is decreased by an amount equal to the 
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supply of occupied dilapidated units. 

Our analysis has indicated that the Houston Building 

Code should be reviewed with the express purpose of lower¬ 

ing minimum requirements and, possibly, differentiating be¬ 

tween absolute minimums and recommended minimums * This re¬ 

view should be made by experts not active in the local con¬ 

struction industry. Furthermore, enforcement of the code 

should be improved. Provisions should be made for initiating 

inspection by the city in a systematic manner, in addition 

to those made in response to complaints. The provisions of 

the code should be extended to cover all existing substandard 

units in the requirements and a fine may be prescribed for 

owners who fail to comply to the regulations. 

The results sought by these improvements would be: 1) 

a lowering of the cost limits of new construction without 

unreasonable sacrifice of quality, and 2) up-grading the stock 

of existing housing. Although the latter result necessitates 

a decrease in the total supply of low-rent housing, the supply 

of adequate low-rent housing would be increased by the number 

of rehabilitated units which remained in the low-rent market 

in spite of an increase in actual rent. This net loss of low- 

rent housing would mean that a program of improved code en¬ 

forcement must be coordinated with other methods that are 
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designed to increase the supply of adequate low-rent hous¬ 

ing, in order to allow the total supply to remain at least 

constant at each level of rent. Otherwise, low-income 

families would incur even greater financial difficulty: 

some would be required to pay more rent than before. Others 

would be displaced and would move into other housing at the 

same rent, a situation which necessarily would cause further 

crowding as the supply of low-rent housing dwindles. The 

feasibility of augmenting the supply of housing at the low¬ 

est levels of rent through a program of public housing will 

be the examined in the next chapter. 



CHAPTER 7 

THE ROLE OF PUBLIC HOUSING 

The public housing program was initiated under the 

Housing Act of 1937, which provided the authority and 

financial assistance to enable cities to form local hous¬ 

ing authorities. The purpose was to help cities provide 

housing for the ’’families... in the lowest income group... 

who cannot afford to pay enough to cause private enter¬ 

prise... to build an adequate supply of decent, safe, and 

sanitary dwellings for their use.”^ In essence, the Act 

provided for the lending of funds to local housing authori¬ 

ties to enable them to clear slum areas. For each unit of 

public housing to be erected one slum dwelling must have 

been eliminated. Furthermore, the resulting public housing 

units were to be fully tax exempt. Low rents, based solely 

on income and family size, were to be maintained through 

the use of a federal subsidy to cover any excess of costs 

over receipts. 

Under the provisions of the Act, the Housing Authority 

of the City of Houston was organized and chartered in 1938 

as a non-profit organization. The organization always has 

44 
National Housing Act of 1937, quoted in Provisions of 

the Housing Act of 1949. Housing and Home Finance Agency, 
Washington, 1950, p.9. 
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been governed by a board of unsalaried commissioners, 

appointed by the mayor to two-year terms. Upon the for¬ 

mation of the Authority, plans were made and submitted 

to the National Housing Authority for the creation of 2,215 

units of public housing. According to a survey made in 1939, 

there were at that time 26,190 substandard dwellings in the 

45 
city. The projects were approved and four public housing 

"communities'* were built over the next four years. In 1952 

a fifth project was completed. The completion dates, size and 

location of all projects are given below. 

Name of Project Completed No. of 
units 

Location 

Cuney Homes Sept. 1940 564 3260 Truxillo St 

Kelly Courts Dec. 1941 333 1119 Grove St. 

Irvington Courts Oct, 1942 318 2901 Fulton St. 

San Felipe Courts Dec. 1942 564 100 Valentine St 

San Felipe Courts Nov. 1944 436 100 Valentine St 

Clayton Homes 1952 348 1919 Runnels St. 

TABLE 10 

Sources: Annual Report. Housing Authority of the City of 
Houston, 1947, p.13, and the annual report for 
1957, p.4. 

AC 

"^Houston Housing, 1939, Housing Authority of the City of 
Houston, p.57. The cited figure is for "physically substand¬ 
ard" units as distinguished from "occupancy substandard" units 
in this survey, the latter being termed substandard if the 
dwellings are overcrowded. 
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The organizational aspects of the Authority have been 

essentially unchanged since its beginning, although the staff 

has experienced growth through the years along with the 

growth of the number of housing units to be administered.^ 

Average rents have been consistently held between $25 

and $35 per month since the Authority's beginning.^ In re¬ 

cent years the average rent has been between $27 and $28. 

The rent includes all utilities and the use of a kitchen stove, 

a refrigerator and a gas heater. 

The eligibility of occupants is based primarily on in¬ 

come. The maximum net income a family may have to be elig¬ 

ible for acceptance is $2,400 per year if there are less than 

three minor children. For three or four children families 

the limit is $2,720 and for five or more it is $3,000 annually. 

For continued occupancy the maximum incomes are $3,000, $3,400 

AQ 

and $3,700 respectively. Although tenants are required to 

^Currently the Authority employs about ninety-eight per¬ 

sons - about one employee per twenty-six units. There are 
thirty-three administrative employees, fourteen of whom are 
located in the main office at 100 Valentine. Maintenance per¬ 
sonnel comprise the remaining sixty-four employees, twenty- 
nine being based at the main office and thirty-six assigned 
to the specific projects. 

^During the war years and several years following the 
war, when military use took priority and later when veterans 
were housed to a significant extent, average rent per unit 
was approximately $31 to $33 per month. Annual Report. Hous¬ 
ing Authority of the City of Houston, 1947, pp.14-16. 

^Housing Authority of the City of Houston, Rent Schedule. 
Chart 338-2, adopted by the Board of Commissioners March 1, 
1960 
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report any changes in their income or family composition 

as they occur, an annual review of incomes is made for 

the purpose of verifying eligibility. 

Income is not, however, the only criterion. The appli¬ 

cant must be moving from substandard or overcrowded dwellings 

or must be unable to find adequate housing. These important 

requirements ensure that adequate housing is not being va¬ 

cated because of competition from the Housing Authority. 

Public housing has not proven to be a financial burden 

on any taxing agency. In lieu of property taxes, from which 

the Authority is exempt, annual voluntary payments are made 

that have averaged more than $67,000 over the last seven 

years. This more than doubles the actual tax assessment 

which would have been made on the property had it not been 

improved by the Authority. Throughout its history the Author¬ 

ity has paid more than $1,300,00 in lieu of taxes to the 

49 
various taxing bodies (school, city, county and state). 

While these payments would not have been possible without 

federal aid, the actual amount of aid received is well under 

the available maximum, and has averaged approximately $36,400 

for the last three years. 

49The amounts cited in this paragraph were taken from 
the accounting records of the Housing Authority. 

CfJ 
J Housing Authority of the City of Houston, Consolidated 

Budget. 1963, p.3. 
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We have briefly outlined the purpose, history, or¬ 

ganization and operation of the Housing Authority. Let 

us now consider the value of its position as a supplier 

of low-rent housing. 

There has always been some opposition to public hous¬ 

ing on political grounds: 

As I see it, as the National Housing Act is now 
written and as it is now being administered, the gov¬ 
ernment of the United States of America has launched 
upon the greatest scheme of state socialism it has 
ever entered into.51 

The fear of socialism is evidenced in this recent quo¬ 

tation, concerned with the condemnation of slum areas in an 

urban renewal program: 

Every time socialism has arisen anywhere it has 
first argued against the right of property, then 
sought to control and regulate ownership, and finally 
moved to transfer ownership of all property to the 
state. This is a basic part of the overall plan to 
collectivize a society. Do we find ourselves anywhere 
along this road to the loss of freedom?^2 

Another objection to public housing is that it repre¬ 

sents the encroachment of government into an area which 

should be reserved for private enterprise. This attitude 

is encountered often among builders and owners of rental 

^Senator Tydings of Maryland, as quoted by C. E. 
Coughlin in "The Case Against Public Housing", Public Hous¬ 
ing in America, compiled by M. B. Schnapper, Wilson, (New York, 
1940), p.266. 

52"urban Renewal", Lifeline. Radio Broadcast, Program 

No. 129, September 25, 1963. 
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housing. The position expressed by Charles H. Bell, 

executive director of the Houston Board of Realtors, in 

53 
recent interviews is perhaps representative. Although 

he admitted that public housing is necessary, he maintained 

that it is needed by society to the same extent that society 

requires "jails, leprosariums and mental asylums" in the 

sense that provision should only be made for extreme cases 

and emergency situations. He felt that private enterprise 

can provide safe and decent housing for the poor. To Mr. 

Bell, although such housing may be very modest, it is some¬ 

thing with which low-income groups can provide themselves 

if they are able and if they try. Public housing, by pro¬ 

viding better housing at lower cost, may weaken an individ¬ 

ual's will to better himself. 

These two objections are the most common. Others such 

as the following have also been expressed: 

1. Slum dwellers will create slums even if they are 

rehoused. This objection is refuted by the Authority's ex¬ 

perience with rehoused slum dwellers. The Houston Housing 

Authority has over two decades of evidence which is in con¬ 

flict with this view. 

2. "Public Housing costs the taxpayer too much money." 

Texas law recognizes that insanitary and unsafe dwelling 

-^Thesa remarks are based on personal conversations 
between Mr. Bell and the author. 
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accommodations 

cause an increase and spread of disease and crime 
and constitute a menace to the health, safety, morals, 
and welfare of the residents of the State and impair 
economic values. 

Such conditions, therefore, 

necessitate excessive and disproportionate expendi¬ 
tures of public funds for crime prevention and pun¬ 
ishment, public health and safety, fire and accident 
prevention and other public services and facilities. ^ 

To the extent, then, that public housing has eliminated slums 

from the city, it has effected a real saving to the commun¬ 

ity. 

In pointing out that the Houston Housing Authority is 

subsidized by the federal government, we have stated that 

this subsidy has averaged about $36,400 for the past three 

years. This subsidy amounts to approximately $1.19 per unit 

per month. It was noted, however, that the Authority makes 

annual payments in lieu of taxes averaging over $67,000. 

These payments exceed the sum of the federal subsidy and 

assessments on the Authority's property prior to its begin¬ 

ning. Therefore, the Houston taxpayer is the beneficiary 

of a transfer of federal funds (the subsidy), to local tax¬ 

ing bodies (payments in lieu of taxes). In this sense public 

housing provides an advantage to the Houston taxpayer. 

3. Public housing does not really house the poor. The 

~^Texas Housing Authorities Law. Section 2(a). 
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contention is that in order to cover a reasonable portion 

of the expenses, the Authority must house only a small 

number of the very poor. The facts are that over 700 units 

out of the total 2,563 are typically occupied at the minimum 

$18 rate. Furthermore, many of the poorest families are also 

the largest. In order to accommodate the very largest fami¬ 

lies, adjacent three-bedroom units are sometimes combined 

into a single apartment with seven or eight bedrooms, (the 

extra living room and kitchen may be used for bedrooms). 

Currently, there are ten families occupying two units each. 

Because of the Authority's eligibility requirements, we may 

conclude that public housing in Houston competes directly 

only with slum landlords. In offering housing to a portion 

of the population with an average net income of approximately 

$1,700 per year, the Authority is unlikely to stimulate re¬ 

sentment because of the indirect competition it provides. 

That is, although the Authority's tenants would of necessity 

demand low-rent housing, their very low incomes indicate 

that they could not demand adequate housing to any signifi¬ 

cant degree. It is a fact that they did not demand adequate 

housing. 

The Future Role of Public Housing 

The evidence that we have presented indicates that Hous¬ 

ton's public housing fulfills a useful purpose, moreover, the need 
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for it may be substantiated by the consistently low vacancy 

rate of three to five per cent that is assured by an ever¬ 

present backlog of eligible applicants.-^ Therefore, if the 

criteria for admission are accepted, the need for public 

housing cannot be denied. 

Moreover, our analysis indicates that public housing 

should be expanded wherever private enterprise cannot 

satisfactorily meet the demand for low-rent housing. That 

is, if the population cannot be housed in an adequate manner 

without placing ruinous hardships on the poor in the form 

of proportionately excessive rental payments public housing 

is the logical answer for the complete achievement of the 

goal. 

It has already been pointed out that the non-white 

population is in a poorer position than the white with re¬ 

spect both to the quality of its housing and the rent-in¬ 

come ratio. Some indications of this discrepancy are shown 

in Table 11. A comparison of the relative availability of 

public housing for the non-white to that for the white popu¬ 

lation shows a differential of 2,79%, a figure that corres¬ 

ponds to a deficiency of 579 units for non-whites. Another 

measure of the need for non-white housing is obtained by com- 

55 

log 
Exact records are not kept of the size of this back- 
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paring the number of households in each race that are liv¬ 

ing in dilapidated housing and yet are paying 35% or more 

of their income as rent. There were 755 more non-*/hite house¬ 

holds than whites in this situation. These families are 

certainly logical candidates for public housing. 

Because the Houston Housing Authority is a public body, 

its future can only be determined by the will of the people. 

Considerations brought out in this study indicate that the 

expansion of its operations, under present regulations, 

should be advocated. However, if an overall expansion is 

not feasible, at least an expansion aimed specifically at 

improving conditions for the non-white portion of the popu¬ 

lation seems warranted. 



CHAPTER 8 

SOLVING THE HOUSING PROBLEM - CONCLUSIONS 

We have shown that the low-rent housing market in 

Houston has not functioned in a satisfactory way, that it 

has allowed the existence of substandard housing, or alter¬ 

natively, that it has failed to provide adequate housing in 

such quantities and at such rents that are necessary to house 

all of the population. Moreover, much of the population lives 

in housing that is dangerous to the health and well-being 

of its occupants. There are basically two methods of at¬ 

tacking the problem: to stimulate the private market to 

provide more low-cost housing and to initiate a program of 

direct replacement of the worst units with public hous¬ 

ing. We have argued that the latter method is indicated in 

several of the worst and most compacted areas of the city. 

Furthermore, we concluded that public housing was the most 

effective tool in areas of concentrated poverty. 

The market can be brought to solve Houston’s housing 

problem better by affecting some of the principle determi¬ 

nants of the quantity and quality of the low-rent housing 

supply. In this respect the owners of substandard housing 

play an important role, because, by their decisions to im¬ 

prove maintenance or to rehabilitate their units, they can 
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also effect a direct substitution of adequate housing for 

substandard. We suggest that a tax incentive be provided 

at a local level for the improvement of substandard housing. 

Also, searching out and meeting with these owners on an un¬ 

official level (for example, by the Chamber of Commerce) 

promises to improve the situation. First, it would encour¬ 

age owners and cause them to be aware of civic concern over 

the condition of their housing. Second, it would inform 

them of improved management techniques and efficient possi¬ 

bilities for the rehabilitation of their units, The effect 

of rehabilitation on the stock of low-rent housing would be 

an up-grading of the quality with a corresponding increase in 

rental value (or cost). Referring to our findings in Chapter 

2 on the quantity of adequate low-rent housing needed, we 

estimate that such a program will supply more of the demand 

at rents above fifty dollars while efforts which may be 

elicited which up-grade standard housing shown in Table 5 

56 
will decrease the supply at lower rents. The first effect 

may be visualized on the table as the shifting of housing 

from the substandard column to higher rent levels of the 

standard column. The second effect is represented by a 

downward shift of units in the standard column. 

*^This effect is probably small, since the proposed action 
is directed to owners of substandard housing. Nevertheless, 
they undoubtedly also own standard housing to some degree. 
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Builders are currently making efforts to supply 

lower-rent markets and lower-cost markets of housing for 

sale. Further stimulus to builders may be provided by 

increasing the effective demand originating from low-in- 

come families by extending the limits of credit. Such a 

measure will encourage further the construction of housing 

which is at the lower-cost limits of the building industry. 

The result of an expansion of new owner and renter housing 

at this level, although this level is currently located 

above the $60 per month margin, will be to cause some rent¬ 

ers from the low-rent market either to rent or to buy this 

new housing, thereby relieving some of the pressure on the 

low-rent market and permitting a general improvement in the 

rent-income ratio of low-rent occupants. 

By placing restrictions on the building industry that 

may be too stringent, the building code serves as a limita¬ 

tion on the supply of new "low-cost" housing. If the re¬ 

quirements are lowered,^7 less expensive housing will be 

forthcoming. This would result in an increase of housing 

at rents we estimate at not less than $50 per month.^ On 

the other hand, by improving the enforcement of the building 

5?This lowering of the requirements may be applicable 
in some respects only to housing specifically purposed for 
the "low-cost" market, as suggested earlier. 

58 
In view of the discussion in Chapter 5 we feel that 

this is a generous estimate. 
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code as it applies to existing housing, we anticipate a 

large effect with respect to the estimates in Table 5. 

Those units that are not worth repairing would be removed 

from the stock of available housing. Units which are re¬ 

paired must, in general, command higher rents; therefore, 

Table 5 would be adjusted by dropping some of the sub¬ 

standard units at the lowest rent levels and by shifting the 

rest to the standard column at higher rents. 

When visualizing these changes with the aid of Table 5 

it is necessary to bear in mind that the shifts are shifts 

in supply. We assume that the numbers representing the de¬ 

mand for low-rent housing remain virtually unchanged, since 

the primary restriction on the low-rent market is income. 

Therefore, it becomes quite clear that no measure has been 

found which improves the supply situation below rents of 

$40 or $45 per month. Because subsidized housing seems to 

provide the only answer to this part of the problem, it must 

be expanded in conjunction with the policies we have suggested 

in order to solve effectively the housing problem in Houston. 
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1. Total population 

2. Total housing units 

3. Total sound housing units 

4. Sound with all plumbing facilities 

5. Sound lacking some or all plumbing facilities 

6. Total deteriorating units 

7. Deteriorating, with all plumbing facilities 

8. Deteriorating, lacking some or all facilities 

9. Total dilapidated units 

10. Total owner occupied units 

11. Average value, owner occupied units 

12. Average number of rooms, owner occupied units 

13. Total renter occupied units 

14. Average contract rent (dollars) 

15. Average number of rooms 

16. Occupied by non-white 

17. Occupied by white 

18. Units with 1.01 or more persons per room 

Supplement to Tables A-l, A-2, A-3, A-4 

Source for above tables: U. S, Bureau of the Census, U. S. 
Census of Housing: 1960. Vol.3, 
Series HC(3), No.381. 
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THE NINE BLIGHTED CENSUS TRACTS 
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