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unnoticeable. And overriding these specific elements of a rational 

social and conununi ty life is the total absence of a comprehensive / 

virtually 
etc. has been economic d·1velopm~nt, transportation, health, jobs, 

~v a level so out of proportion to the need as to be 

Pu~lic_intervention in providing funds. and services for housing, 

builders from the private sector are notable for their absence. 
Financial and credit resources, as well as contractors and 

Distinctiveness of Rural Market 

inaccessable to the vast majority of rural citizens. 

areas are either totally lacking or so widely dispersed as to be 

and public resources. Institutions which are conunon place in urban 
and persistent underserving of rural areas in terms of both private 

in kind, of urban America. Primary among these is the historical 
characteristics which are not descriptive, either in degree or 

. 
Rural America possesses a number of distinct and unique 

Rural Context 

a general and specifically programmatic nature. 

i data/ to draw a number of conclusions regarding rural rehabilitation 
! 

needs, gaps and future prospects. These donc~usions make sense only 
within the special conditions of rural America. Based on the conclu 
sions drawn, we have also attempted to offer recommendations of both 

HUD Policy Task Force III, here summarizes the at~ached study. It 
was possible in spite of the time constraints and limited available 

The Housing Assistance Council, in response to a request from 
' 

AN ANALYSIS OF RURAL REPAIR AND REHABILITATION PROGRAMS 
SUMMARY 



. . 
state and_,sub-state levels where they are absent. Such delivery 
be strengthened where they exist, and new ones created, on the 

Public institutions to deliver rehabilitation services must 
public,. governrnental·role must thus be proportionately increased. 
programs of any scale, and the concomitant recognition that the 
limited capacity and will of the private sector to undertake rehab 
America. Among these are necessarily the recognition of the presently 

presently exists in a limited fashion, must take into account the 
peculiar characteristics which differentiate rural from urban 

The rehabilitation effort which is undertaken, beyond what 
Rehabilitation Component 

sic to such a policy is a housing strategy which contains, as one 
~jor element1 a significant rehabilitation effort. 

policy for rural America is a desirable and necessary goal. Intrin- 
Thus, it is assumed that a comprehensive and rational development 

· Need for Rational Policy 

inequities. 
istrative strategies which must be undertaken to remedy the historic 
same time suggest policy decisions, legislative actions and admin- 

While we recognize and define what is lacking, we can at the 
implements programs and services to meet these needs. 

account past, present and future needs, and which plans for and 
and coherent development policy for rural areas which takes into 



HAC feels that the housing needs of the American people should 
not be treated as a secondary result of employment or health programs. 

r> 
_) 

.( 

·,•ousing Goals as Primary 

of contortions in the effort to deliver decent housing to the poor • 

with a federal program, and in general going through a bizarre set 

The result has been that none of the programs fully achieve their 

goals. tonversely, there are examples of innovative people in rural 

areas tortuously piggybacking programs, matching a state program 

In the recent past we have seen housing programs attempting 

'to solve the unemployment and job training problems of their community. 

problems require solution, no one program should be expected to 

ameliorate all of the ·afflictions .Ln rural America. 

many problems from which rural America.suffers. While all of these 

solution of some other problem. Poor housing is just one of the 

"".''=!!'.et c~n!'.ot be de~endent on prngrams whose major purpose is the 

community development, the means by which the nation's housing goals 

housing cannot and should not be separated from the larger issue of 

specific issues of the housing needs of the rural poor. While 

· Pol"icy Cave·a ts 

HAC's recommendations address. both the general and the 

sidies such as housing allowances and section 23 leases. 

treatment and all levels of subsidy including demand-type sub- 

elements, new construction, site development, water and sewer 

housing delivery system. This system would include,·among other 

mechanisms would provide rehabilitation as part of a comprehensive 
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r 

The recommendations fall into two broad categories: 1) General 
Policies,· and 2) Specific and program-related. 

mendations with respect to new institutions, changes and reforms. 
W~th this framework in mind, HAC submits the following recom- 

And accordingly, little data on these el~ments exist. 
vi substandard housing, of rehabilitation, of repair, etc. exists. 
The state of the art is deplorable. NO generally accepted definition 
paucity of concrete definitions and data on rural home rehabilitation. 

Further, HAC's recorrunendations must·be viewed in light of the 
ment opportunities, better health and better education. 
will open up the possibilities of the benefits of increased employ- 

housing and emp l.oymerrt.; health and education. Again to the contrary, 
i 

! a housing program that envisions better hoµsing as a first priority 

' cesses are all the more startling! 
This is also not to say that there is no relationship between 

Housing solutions must be formulated with decent housing as the 
primary goal. This is not to criticize those who have successfl.1;lly 
"hustled" the system. On the contrary, it implies that their sue- 



3) The subsidy mechanism for providing housing rehabilitation 
to all segments of the low-income comn.un i, ty should be deep 
ened. A combination grant and loan mechanism, with a 
sliding scale whereby a family pays according to its means 
(i.e~ 25% AFI) would serve the purpose, taking into consid 
eration,· the need to reflect escalating costs due to in 
~lation with a_percentage system. 
For rental units~ incentives to ·the landlord to rehabilitate 
his unit must be coupled with a mechanism to contain the rent 
at a level affordable to low-income people. The incentive 
to the landlord could be guaranteed rent from the government 

.al)d the subsidy to the family could be in the form of lower 
permissible rents. (i.e. 23 leasing/rehab as a rnode L, ) 

In the interim, existing delivery mechanisms should be used 
and strengthened, depending on what is already available 
or what could be most easily established in a particular 
area. Statewide and regional mechanisms such as ~he Stat~ 
Housing Finance Agency's, State Housing Agency's, Depart 
ments of Community Affair's or regional housing authorities 

·top the list. Also in this category are statewide or 
regional HDC's and nonprofits that have proven their cap 
ability to deliver housing services. The Extension Service 

·of the USDA should be examined as a potential outreach 
resource for disseminating housing information and technical 
services and education. 

' 2) A rational public delivery system for all housing 
services should be instituted. Rehabilitation would be 
delivered as one housing service among a variety of others, 
i.e. new construction, repair, housing allowances, leased 
housing, water and sewer, site development, etc. 

1) A detailed study of the need and capacity £or rural 
rehabilitation should be undertaken. The study should 
include, among other elements, a standardized definition 
of rehabilitation and a categorization of housing condi 
tions; it should specify the number of units in rural 
America that fall into each category; it should c'.efine 
what a 11rehabable11 unit is and provide estimates of the 
number of such units. This type of data is sadly lacking 
at present and the absence of such data hampers the develop 
ment of reasonable programs. 

General Policies 
Recommendations 



6) A national concentrated program of rural rehabilitation 
should be mounted, with streamlined processing procedures, 
with suffi~ient ft;n~ing to fc;>c1:1s the resource!3.w~i?h ar~ 
necessary a n cpcc i.f i.c commun i t Le s and ar ea s wnicn nave in 
dicated a desire and capacity to undertake such a program. 
The urban experience with Project Rehab has produced a number 
of lessons which can be applied to rural areas and from 
which much can be learned. State multi-county or regional 
delivery mechanisms, where they exist, can be utilized to 

·administer such a rural Project.Rehab.In the absence of such 
broad based public agencies, a major rehab effort of this kind 
might serve as an incentive to their development. 

Statewide corrunissions, with full consumer representation, 
should be created and encouraged to develop a system of 
rural property standards. The goal is to preserve the 
existing housing stock, through the promulgation of flexible 
and reasonable standards to provide decent, ~afe and sanitary 
housing in owner-occupied and rental units. Many states 
have recently established industrialized building codes, 
etc. An overall set of rural standards, which contain en 
forcement provisions and maximum consumer protection is long 
overdue. 

5) 
I 
i 
I 

4) Funding levels for rural rehabilitation programs should 
be expanded, though not necessarily at the expense of new 
construction programs. In other words, the overall funding 
for rural housing programs should be expanded to meet the 
level established by the Nationa:;_ Housing goals of the 1968 
Ho'?-sing Act. The recommended needs study above should help 
determine a rational allocation of funds for new construction 
vs. rehabilitation. 
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Expand the use of 515 for purchase of existing units, 
but require an adequate repair and rehab plan. 
Provide operating subsidy to owner. 
Allow interest subsidy and amortization up to 50 years for 
units leased to housing authorities. 
Provide legal authority for FmHA to include initial 
bperating expense within the definition of development 
costs, which are included in the mortgage. 

1) 
2) .-. 
3) 

4) 

Farmers Home Administration Section 515 (United States Department 
of Agriculture 

2) Lengthen the amortization period by either a flat increase 
to 20 years, or through a graded repayment level, as 
follows: 
a) $0 to $499: up to 10 years 
b) ~500 to $1,999: up to 15 years 
c) $2,000 or more: up to 20 years 

3) Implement the grant feature, and use a flexible system of 
combined loans and grants. 

1) ·Increase the maximum loan to $5,000. 

Farmers Home Administration Section 504 (United States Department 
of Agriculture 

1) Close any gaps between 502 and 504 that might exist after 
instructions on elimination of special 502 are issued. 

2) Provide for r-ehab i.Li, tation of pr-cs cnt.Ly+owried homes 
with title problems, without eliminating clear title 
requirements for entire 502 program. 

Farmers Home Administration Special Section 502 (United States 
Department of Agriculture 

1) Provide refinancing authority within 502 capabilities. 
2) Finance 502 by borrowing from Treasury instead of selling 

notes to the market. 
3) Improve subsidy provisions for low-income borrower by: 

a) Increasing amortization period to 50 years; 
b) ··Providin9 combination loan and secured commitment. 

Farmers Home Administration Section 502 (United States Department 
of Agriculture 

Specific Programs 

RECOMMENDATIONS 



1) Skilled, professional labor is inadequate or nonexistent; 
2) The cost of private labor is so high that it excludes 

low-income people from the market; or . 
3)- The social benefits to the trainees are so compelling 

that they outweigh other factors. 

Utilize labor subsidy programs such as operation mainstream 
for rehabilitation, only under one or a combination of the following 
conditions: 

Operation Mainstream (Office of Economic Opportunity) 

1) Conduct further investigatiori of Vermont State Housing 
Authority experience to evaluate catalytic effect of 
23 Leasing-on private rehab. · 

2) Assuming a positive outcome (determined from the study), 
implement a concentrated effort nationally to encourage 
rural rental rehab in conjunction with 23 Leasing, 
through the use of specific rural set asides. 

Section 23 Leasing (Department of Housing and Urban Development) 

Housing Improvement Program (Bureau of Indian Affairs) 
1) Conduct a study to evaluate administration and side 

·benefits of HIP. Should examine monitoring mechanism, 
affirmative action)level of Indian awareness and usage 
of HIP, etc. · · 

2) Continue to provide a·specifically Indian program. 
3) Increase funding for Indian rehab effort in coordination 

with increase in new construction funding. Administrative 
mechanisms to utilize increased funding to be determined 
from the study. 
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of 19,586,800 units in non-metropolitan areas, 3,633,072 are in 
adequate. 

of 61,979,570 non-metropolitan persons, 11,750,296 are poverty persons. 
of 8,215,630 inadequate housing units nationally, 3,633,072 are in 
non-metropolitan areas. 

2/. 

of 27,007,113 poverty persons nationally, 11,750,296 are· in non- 
rnetropolitan areas. · 

1/ 

housing units which were lacking essential plumbing, over- 
. . 3/ 

crowded, or both.- One house in five4/ is inadequate in non- 

.With only thirty percent of the population in 1970, non 
rnetropolitan areas also had fully forty-five percent of the 

areas • 
in non-metropolitan·areas is roughly twice that in metropolitan 
metropolitan areas. Put another way,·the incidence of poverty 

Opportunity. One person in five is below the poverty level 
. t 1· 21 . . . . in non-me.ropo itan areas,- as compared to one in nine in 

the poverty population, as defined by the Office of Economic 

Demographic Data 
In 1970, non-metropolitan areas contained thirty percent 

of the population, but approximately forty-three percent11of 

Force IJ:I to provide an "Analysis of Rural Rehabilitation Programs." 
Any analysis of rehabilitation· programs in rural areas, however, 

is understandable only within a context which examines both the 
housing conditions and the prevailing resources in rural America~ 

Assistance Council, Inc., in response to the request of HUD Task 
The following report represents the findings of the Housing 

INTRODUCTION 
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(b) Severe poverty 
The rural poor, generally, possess lower income 

levels than their qrban and suburban counterparts. 
This is due to lower wage rates arid lower welfare 
assistance levels in the rural sections of the coun 
try. This exacerbates their housing problem, obvi 
ously. Most housing subsidy programs require some 
partial ability to pay; this element is lacking in 
rural ~reas, where the income of many low-income 
families is insufficient for even the real estate 
tax and utility cost burdens of decent housing • 

(a) National ignorance about the rural housing problem 
The fact that almost sixty perc:::ent of the nation's 

substandard housing exists in towns of 2,500 popula 
tion or less is largely unknown to the American public, 
~nd its elected and appointed officials. The low-income 
housing and community development problem has been 
considered urban and not rural. 

elude: 

+-vra L areas has some special characteristics. These in- 

While lack of decent housing for low-income citizens 

has been a persistent national probl"em, the problem in 

I 
I 
I 
I Special Rural Problems 

"rural" in the truest sense of the word. 

unincorporated places of 2,500 population and below. It is 

found in towns and 

.non .,..metro-.. /Most .strikii'lg; the great lilajority of 

politan poverty and inadequate housing is 

housing outside of metropolitai:- areas is roughly 3.5 times 
.higher than.the metropolitan incidence. 

twenty-five is inadequate. The incidence of inadequate 

tropoli tan areas, while only one metropolitan house in" 



Most sections of the country possess. a variety 
of organizations whose voices are raised on behalf 
of low-income housing problems, such as minority, 
civic, charitable and community and neighborhood 
action groups; rural areas have no groups paying 
regular concern to the housing needs and issuese 

Despite exceptionally sharp and pervasive 
poverty, the housing program serving lowest incomes 
public housing - is less widely used than in urban and 
suburban areas. Rural America has half of the country's 
poverty and only a third of its population,and yet it 
has received less than twenty percent of the public 
housing subsidized units in the country. · 

(h) Lack of organized concern for the rural housi~g 
problem 

(g) The deepest subsidy programs are under-utilized 

The sizeable and active private construction and 
mortgage lending institutions are urban and suburban; 
"country" banks generally lack the knowledge and 
resources to finance low-income housing development. 

(f) Inadequate and inexperienced private financing 
resources 

Considerable low-income housing production in 
cities and in suburban areas is initiated by private 
sector forces, such as developers, architects, real 

·est·o_re !)ersons and intere·sted Lawy e r s , This s ec+or 
of low...;income housing development is virtually non 
existent in rural areas for a variety of reasons, 
including lack 0£ a profitable market. 

(e) Lack of entrepreneurial interest in rural housing 
development 

In cities ·and even in suburbs, public housing 
authorities, urban renewal agencies, planning conunis 
sions and other bureaucracies have permanent, pro 
fessional staffs which spend major portions of their 
time on achieving delivery of low-income housing. 
These groups possess skill and access to federal 
resources. Nothing comparable exists in rural areas. 

The "urban crisis" has c ap t.ur-e'd the national atten 
tion. For every dollar of federal housing and com 
munity development monies allocated to rural areas, 
six d?llars.are spent in the cities. 

{d) Absence.of public agencies dealing with the problems 

{c) Under-allocation of federal resources 

-.:$"'-" 



order to revive and sustain an urban area, activities of a 
For .. years, government officials have recognized that, in 

development. In urban areas, at least the fragments of such 
a policy exist, no matter how the plans are eventually 
implemented. 

To solve these problems would require a coordinated-and 
rational rural development policy - a policy that recognizes 
the interrelationships of housing, economic and.community 

development are integrally connected. 
of these problems. In other words, housing and economic 

problems of minimal financial, employment, and other resources. 
At the same time, it is one of the causes of the perpetuation 

is the result of a history of neglect, as well as of the special 
incidence 6f poverty and inadequate housing than urban areas 

The fact that rural areas have a substantially higher 
Rural...,.Urban Contrasts 

(j) HUD's efforts are almost entirely non-rural 
Even though it is the cabinet level department 

entrusted with our national housing and community 
development programs, its efforts and resources are 
aimed almost exclusively at urban and metropolitan 
sectors and, consequently, the major national effort 
in these programs does not reach rural areas. 

(i) Absence of rural development policy 
While the nation lacks a comprehensive policy for 

the relative development of urban, suburban and rural 
areas, there is considerable effort in planning for 
the future .in metropolitan areas and cities. No 
comparable efforts exist for rural areas. 

-4--. 



Rural Rehab Opportunities 
The paucity of definitions and data on rural rehabilitation 

policy. 
the development of rural areas which could be considered public 
and limited. In short, there is no set of ideas or institutions for 
corporations has been random, and their geographic coverage erratic 
With few exceptions the formation of nonprofit hous i.nq' development 
almost 50% of all rural counties lack even a public housing authority. 
necessary agencies of government are largely lacking. For example, 
rational network -- for producing housing for the rural poor. The 
tribution of resources - nothing which could be described as a 

HAC has found that there is little pattern, or equal dis- 

comparable program exists in rural areas~ 
can be utilized, because each element affects the others. No 
water and sewer systems, and so on, before urban renewal funds 
for the location of transportation, educational facilities, 

Urban renewal, for example, ~equires that plans be approved 
. , 

however inadequate some might consider them, do in fact exist 
in the cities. Various needs--economic .. development, employ- 

i ment, transportation, health and education~~have been integrated. 

programs have been undertaken. Overall development policies, 
rational planning and mounting of compre11ensive federal 
of spending for these activities had to .be increased. Some 
ide-ranging, public nature had to be undertaken and levels 

-!:>- 



;erves to hinder any rational-policy. The census states that 
there are 3,633,072 ''inadequate" units in rural America, but no 
one knows the real condition of these units. That is, how many 
are "rehabable". There are not even definitions of what a 
"standard" unit is or what constitutes a "rehabable" unit. While 
it is clear that the retention of the salvageable housing stock 
is a desirable and necessary goal in rural as well as urban 
America, the absence of a coherent national development policy 
impedes the assessment of the role of r(?habilitation in a rural 
housing strategy. 

Obviously, rehabilitation is only one element in the for 
mation of an overall, rational development plan for rural areas. 
By itself, rehabilitation could never be totally effective. As 
part of a comprehensive development program including all forms 
of rural housing, rehabilitation can help meet the tremendous need 
for liveable units in.rural areas. 

Within the constraints outlined above, this study nonetheless, 
seeks to-define, in some workable fashion, the role of rehabilitation 
and how it should fit into an overall national rural housing and 
development policy. 

-6- .• 



prevail. 

11 rule, however, the financial feasibility of preservation should 
a better .. solution, then these factors should be weighed. As a gener- 
benefit or some special family situation that makes rehabilitation 
cumstances. If for instance, there is some overriding community 
an over improved property. There are, ·of course, extenuating cir- 
urban housing mistakes - that of leaving a low-income family with 
ment; it also would insure that we do not repeat one of our major 

tion, the decision should be to provide the new unit. 
This not only provides the family with a better living environ,- 

vided for the same or lower costs than that of long term preserva- 

should be based among other considerations, on an assessment of the 
financial feasibility of that treatment. If a new unit can be pro- 

' ..>eyond repair. The decision on which structures should be treated 
the sha0ks 3.n.d hovels used to portray rural housing cond.itions are 

structure. It goes without saying that there are structures in· rural 
areas that should not be treated under any circumstances. Many of 

Condition of Structures/Financial Feasibility 
First consideration should be given to the condition of the 

which will deal with the preservation of the existing s tiock, we 
should examine the factors which will determine the method of pre- 

/ servation to be used. 

housing stock that can be preser:ved, and in the hope that some ra 
tional housing policy for rural areas will be developed, a part of 

On the assumption that there exists in rural areas an existing 

~I. CONCEPTUAL DIFFERENCES BETWEEN REPAIR AND REHABILITATION 

I. 

l 
\ 
I 

1 
-1·- 



~ructure and the amount of funds available, have led us to two kinds 
The three items discussed above, condition and location of the 

Treatment Alternatives 

eating funds must be directed toward long term preservation. 
planned, random preservation efforts, the rational decision on allo- 

areas of stability or potential growth which reflect the recognition 
of public planning and programming, or spending that dollar on un- 

is the factor that determines the degree of treatment. 
Given a choice between spending the preservation dollar in 

ture. -Given a preservable housing stoc~ and limited funds with 
which to accomplish its preservation, the location of the structure 

This brings us to our third factor, the location of the struc._ 

. ocational Factors 

very important that we get the maximum benefit from these funds • 
fairly sure that we will be working with· limited dollars, it is 

tures should be saved, and allocated the sum of $2000 per structure, 
the cost would be approximately 3.5 billion dollars. Since we are 

rural areas. Even if we assumed that only one half of those struc- 

. 
I expec t , for instance, development of a program that would provide 

all the funds necessary to treat all of the substandard housing in 

in the past, and unless there is some major change in this nation's 
priorities, we expect it to plague us in the future. We cannot 

limited funds is one that has plagued all of our housing programs 

Once we have established our preservable stock, we should 

then examine the dollars available to treat it. The problem of 

Available Funds 



decent." In urban and suburban areas, that yardstick has been 
provided in the form of minimum housing standards embodied in building 

" some yardstick with which to measure whether or not a structure is 
living environment for eve~y·American; it is necessary to establish 

To achieve the national goal of a decent home in a suitable 

term investments. 
housing.dollars, invested in these areas, therefore, should be short 
abandoned by.public policy and left without growth potential. The 

There are small towns and rural areas which seem to have been 

and otherwise have failed to attract large scale private and public 
investment. Decisions for the necessary public investment to revitalize 
such_ areas have not yet been made. 

which are located in inaccessable places, lack employment opportunities, 
This approach assumes that there are declining rural areas 

a permanent part of the housing stock. 
bring the structure into conformity with some standard to make it 

noted. First, that the short term strategy is g_e.ared to the indivi 
dual in contrast to the long term strategy which is g_eared to the 
structure. And second, that the long term strategy is designed to 

and short term strategy, there are two differences that should be 
In addition to the obvious distinctions between a long term 

up to a de~ignated acceptable standard. 
and two, a long term treatment designed to bring the structure 
ment designed to meet the immediate 'comf oz-t; needs of the family, 

Jf treatment for existing housing units. One, a short term treat- 

-9- 



provided in the form of minimum housing standards embodied in building 

1decent." In urban and suburban areas, that yardstick has been 

... 
some yardstick with which to measure whether or not a structure is 
living environment for eve=y American, it is necessary to establish 

To achieve the national goal of a decent home in a suitable 

term investments. 
housing dollars, invested in these areas, therefore, should be short 
abandoned by-public policy and left without growth potential. The 

There are small towns and rural areas which seem to have been 

investment. Decisions for the necessary public investment to revitalize 
such. areas have not yet been made. 

and otherwise have failed to attract large scale private and public 
which are located in inaccessable places, lack employment opportunities, 

This approach assumes that there are declining rural areas 

a permanent part of the housing stock. 

dual in contrast to the long term strategy which is geared to the 
structure. And second, that the long term strategy is designed to 
bring the structure into conformity with some standard to make it 

and short term strategy, there are two differences that should be 

noted. First, that the short term strategy is g_e.ared to the indivi- 

In addition to the obvious distinctions between a long term 

up to a designated acceptable standard. 
and two, a long term treatment designed to bring the structure 
ment designed to meet the immediate comfort needs of the family, 

..;f treatment for existing housing units. One, a short term treat- 
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state should appoint a rural housing standards Commission. Many 
We would ·suggest that the subject is important enough that each 
tablishment and enforcement of rural housing standards in this study. 

We will not attempt to deal with all the problems of the es- 

afford to bring the homes up to standard. These programs are avail'"'.' 
able for urban areas, ahd once standards are established,spou1d be 
made available to rural areas. 

special programs (e.g. FACE) which aid enforcement agencies and provide 
financial assistance to those who might not otherwise be able to 

it does to deal with abandoned structures has led to the use of 
The realization that it costs less to enforce codes than 

~re often than not is borne by the taxpayer. 
or the increased cost of correcting the deterioration - a cost which 
lead to rapid deterioration, the end result being either abandonment 
experience in urban areas demonstrates that unenforced standards 
to their establishment is the enforcement of these standards. The 
with situations that are peculiar to rural areas. Equally important 

What is suggested is a set of rural standards designed to deal 
> 

nor are we suggesting a set of second rate standards for rural housing. 

housing ste;i.ndards .for rural areas. We are not suggesting that the 
standards be the same as the standards for urban and suburban areas, 

should be the same; therefore, we must establish a set of minimum 
or related codes. Since the goal is the same, the measuring device 
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afford to bring the homes up to standard. These programs are avail- 

special programs Ce. g. FACE) which aid enforcement agencies and provide 
financial assistance to those who might not otherwise be able to 

it does to deal with abandoned structures has led to the use of 
The realization that it costs less to enforce codes than 

.. tore often than not is borne by the taxpayer. 
or the increased cost of correcting the deterioration - a cost which 

lead to rapid deterioration, the end result being either abandonment 
experience in urban areas demonstrates that unenforced standards 
to their establishment is the enforcement of these standards. The 
with situations that are peculiar to rural areas. Equally important 

What is suggested is a set of rural,standards designed to deal 
• 

standards be the same as the standards for urban and suburban areas, 
nor are we ~mggesting a set of second rate standards for rural housing. 

housing standards for rural areas. We are not suggesting that the 

should be the same; therefore, we must establish a set of minimum 
or related codes. Since the goal is·the same, the measuring device 
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which calls for the complete replacement of major subsystems, any 
degrees of treatment. First, there is the total or "gut" rehab, 

Within this definition of rehabilitation there are varying 
Total Rehabilitation 

9ether with other work results in a structure which is up to a de 
signated.standard of health and safety. 

one or more basic subsystems of a structure which by itself or to- 
stock. Rehabilitation is defined as: the complete replacement of 
of health and safety and becomes a part of the permanant housing 
has as an end result a structure which meets a designated standard 

A long term treatment program can be defined as a program that 
Rehabilitation 

~f some designated standard. Repair is thus: an activity which 
partially treats a subsystem and may or may not bring the structure 
to a standard of health and safety. 

whether this solution meets a long term need or meets the requirements 
porch. The goal is to solve an immediate problem without regard to 
water and disposing of waste, or simply repairing the hole in the 
holes in the walls, providing a more sanitary method of supplying 

statewide standards for rural housing. 
Definitions 
Repair 

/ The short term method of treatment is one which is designed to 
I 

meetJthe immediate health and safety needs of the family. In many 

cases, this may be accomplished by repairing the roof, patching the 

alized housing, the same procedures could be used to establish 
standards for industri- states have recently established statewide 

\. 

\ 
I 
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.. 4) it should avoid relocating the family 
whenever possible 

3) the final product should become a 
permanent part of the housing stock 

2) it should be quick 

1) it should be less expensive than 
new construction 

should meet the following goals: 
the structure. Whichever method of rehabilitation is used, it 
condition of the structure and the amount of funds available to treat 

The extent of the rehabilitation will be determined by the 

because of hidden maintenan<?e costs. 

method.is initially less expensive because it does not require 
total replacement, but may become more expensive over the long run 

not up to standard. All functioning systems are not treated. This 
>r replaces only. those subsystems or structural components which are 

, The other method of treatment is partial rehab, which repairs 
Partial Rehab 

more expensive. 
The major disadvantage of this method is that it is initially 

is the monthly mortgage payment plus utilities. 

them a maintenance free period in which their only housing expense 
is especially important for low-income families, since it allows 
for which future outlays for maintenance should be minimal. This 
advantage of this method is that the fam:i.ly ends up with a property 
space utilization, and a complete cosmetic treatment. The major 

structural changes that are necessary including redesign fbr better 
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standards. 
of this program is the establishment and enforcement of rural housing 
housing and housing related services. Finally, an essential part 

which evidence stability or·growth potential and into which have 
! gone ·systematic planning and programming to provide the essential 

' 

housing stock. This concentrated effort should be centered in areas 
in a concentrated- manner as the method of preserving the existing 
significant part of any rural housing stiategy. It should be used 

In summation, it is our view that rehabilitation should be a 
~onclusion 
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502, 504 and 515. 
for rehabilitation projects. Included are FrnHA Section 502, Special 
_1ave been utilized - or have the potential to·be more fully utilized 

Section III describes and evaluates current FrnHA programs which 

FmHA office. This results in an irrational system of distribution 
of resources, since areas of greatest need may thus be overlooked. 

ment programs, there is no coherent system for utilizing FrnHA funds. 
That is, applicants must be aware of FrnHA programs and seek out the 

While FmHA's primary purpose is to finance various rural develop- 

In many rural areas,_FmHA programs are the only means for low 
income people to have their housing needs met. 

practice of direct loans with interest reduction to as low as 1%. 
The FmHA can potentially serve· low-income people through its 

guidelines are flexible locally, FmHA provides for appeal to the 
.... ational office in the case of abuse or discrimination. 

and carried out through state and county· offices. While their 
policy and guidelines determined at the. national office in Washington 

The FmHA has a straight line administrative structure with 

' 10,000 population, that are rural in character. 
culture, are restricted to open areas and towns of less than 
Administration, an ·agency of the United States Department of Agri- 

concern is rural development. The programs of the Farmers Home 
development, there is an existing government agency whose only 

Even though there is no coherent public policy for rural 

III. Description and Assessment' of Existing Programs 
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Section +.rr also examines the three other exi.sting J?rograms 

that provide federal resources for rehabilitation of Low-d.ncome housing 

in rural ar'eas . These include the BIA administered Housing Improve 

ment Program; the Department of Labor's Operation ·Mainstream (for hous 

ing rehabilitationJ1 and HUD Section 23 Leasing/Rehab. 

~15- 



*Because Farmers Home terminology does not distinguish between 
"repair" and "reh~b", the terms are used interchangeably in this 
tudy. 

It is the most widely used of FmHA's credit services. 
established Farmers Home Administration's basic homeownership program. 

Description of the Program 
Section 502, under Title V of the Housing Act of 1949 as amended, 

of less than 10,000, that are rural in character. 
Area of Operations: Available in open areas and towns with populations 

for owner occupied units. 
obtain other financing at reasonable rates and terms. Loans are made 
-,~neficiaries: Families with low to moderate income who cannot 

mortgages. 
existing housing, to purchase sites, and in some cases, to refinance 

. .. 
Work Accomplished:T9 purchase, construct, improve and repair* modest 

through loans amortized up to 33 years. 
Intent: To provide decent, safe and sanitary housing for families 

a provision for interest credits. 

Legislative Authority: Authorized under Section 502 of Title V of 
the Housing Act of 1949, as amended. The Housing Act of 1968 added 

FARMERS HOME SECTION 502 
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to as low as one percent, depending on the income and size of the 
borrower's family • .. 

FmHA to provide interest subsidies that may lower the interest cost 

In 1968, Congress approved an interest credit provisiop enabling 
loan. 
No downpayment is required, and a real estate mortgage secures the 
rate for Fiscal 1973 is 7 1/4 percent with up to 33 years to repay. 

Loans are repaid at a rate established annually by law. The 

in size, design and cost. 

has not set a ceiling on the amount, a.L though the size of the loan 
is limited to the amount necessary to provide adequate housing, modest 

ramilies who cannot obtain other credit on reasonable terms. Fm1IA 
Loans are prmri.ded directly from Farmers Bome Admj ni stratj on to 

Depth and Type of Subsidy 

and in certain cases, the refinancing of debts. 

include the. installation of a water supply and sewage disposal, the 
i . 

addition of bathrooms, central heating, and kitchens, including a 
refrigerator, .s t.ove , washer and dryer. Funds can also be used for 
landscaping, legal expenses, the improvement of farm labor housing, 

purchase of an existing house or an occupied unit. Improvements may 
as well. The rehabilitation may be performed in conjunction with the 
construction, the loans can be used for rehabilitation of existing stock 

... ·ossible Type of work 

Although the 502 program usually has been used for new 
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gage, taxes, and insurance. Givens are: 1) Taxes---$250 per year, 
and 2) Insurance---$67 one y_ear - 3) Family with 3 children. 

which could be served under similarconditions with the above priced 
unit ($12,634), when 20% of adjusted family income is used for mort- 

The figures below are hypothetical, but represent the incomes 

The lower payment is $565~50 less than the highest, representing 
a 55.7% difference. 

84.74 
65.79 
50.70 
37.62 

1016.91 
7$9.50 
608.45 
451.41 

7 1/4% 
5% 
3% 
1% 

· Monthly Payment Annual Payment Interest Rate 

)ssible costs would be: 

The above. represents a difference of $44.76 per $1000 
borrowed from high to low rate. 1972 figures indicate that the 
average loan for a combination purchase and repair was $12,634 

(of which $856.63 was attributed to repair). The differences in 
payments then become significant. For that $12,634 mortgage, the 

80.49 
62.49 
48.16 
35.73 

.08049 

.06249 

.04816 

.03573 

7 1/4% 
5% 
3% 
1% 

! 
I 

Annual Payment Per 
$1'000 Borrowed 

33 Year 
··Factor Interest Rate 

and annual payment per $1000 loan at several rates: 

The cost of borrowi.n9 with Lnt.er eat; credit contrasts sharply 

with the unsuhsidized rate. The following shows amortization rates 
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While no breakdown of 502 rehab recipients by age, family size, 
-C. is:a.vail~ble on a national basis, a Housing Assistance Council 

Social Characteristics 

Total Initial 502 Loans (all uses). 106,878 
Purchase of Homes and Repairs. • • 25,349 

Percentage. • • • • • • • • 2~.7% 
Repair Only. • • • • • 1,201 

Percentage. • • • ·• 1.1% 
Total of two Categories • • • • 26,550 

Percentage. • . • • • • • • • • 24~8% 
For state by state breakdovm, see Appendix A. 

loan usages:- 
Statistics for FY 73 indicate the following breakdown of 502 

Use of Loans 

1972 
106,878 
$5,471 

1971 
103,190 
$5,433 

1970 
'Number of Borrowers •••••••••••••••• 62,869 
Average adj. family income (AFI) •.• $5,539 

. .camatically in FY 1973 due to. the moratorium on the interest subsidy. 

Because of interest credit, the average adjusted family in 
come of all Section 502 borrowers had shown a slight decline from 
Fiscal Year 1970 to Fiscal Year 1972. This is expected to increase 

Incomes Served 
· Distribution of Benefits 

of the EmHA. County Supervisors are responsible for approving the 
loans and for inspecting the actual work. 

Program -Administration 
Applications for Section 502·loans are made at county offices .- 

. $'7968 
$4287 

. $6670 
. $3173 . 

7 1/4% 
1% 

_ _. :Fam;tly ·o·;e ·Five. 
· Mi:rd:mum F:PJ. .: Minimliin Gross ·rnc·ome 



unit was $12,634. 

mortgage on a new or exi_sting unit. For FY 72, the average "new" 
loan was $15,483, and the average "purchase" loan for an existing 

shows the difference in minimum gross incomes required to pay the 
This second assumption is verified by the following chart, which 

2) Lower income families can be housed1 by purchasing with 
rehabilitaticn. 

be served. We can assume the following: 
1) There is not a sufficient stock of available existing 

rural units in dece~t, safe, and sanitary condition. 

existing units becomes very important if lower levels of income are to 
The practice of purchasing and repairing and/or rehabilitating 

Purchase with Rehab 
Program Asses·sment 

For more details, see Appendices A, B, and C. 

35.4 
3.4 
$4980 
$4192 

purchase with rehab: 
Avg. age of head of household ••••••• 
Family size. • •...••••• ~ 
Gross Income . . • • • • • • . ·· ·• 
AFI. . . . . . . . . . . . • . . • 

i 

~or 
I 

rehab only: 
Avg. age of head of household. .. • • • 42 
Family size. . . • • • • •. ~ ~ •••• 5 
Gross Income . • • • . • • • • • • $6742 
AFI-........... . $5750 

For 

sur-vey does p rov.i.de. an examp l,e 'of this breakdown for Paintsville, 
Kentucky, 
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4) Those rural contractors who do specialize in repair and 
rehabilitation activity do so on a small scale. In addition, 

3) Loans for the purchase of existing dwellings are given 
support by the existence of the real estate sales industry. 
This factor is reinforced by the cost differences between 
new and used homes. Inflation has severely inhibited the 
ability of families eligible for FmHA 502 loans, in many 
states, to purchase a new home. 

2) Local builders, suppliers, nonprofits and other interested 
groups have publicized the new construction program, to the 
exclusion of the. other potential aspects of 502. 

1) Fa~mers Home Administration has generally placed an 
emphasis on new construction, as evidenced by the 444.1 
Instructions and FmHA housing loan pamphlets. 

rehab: . 
There are reasons why section 502 loans are not widely used for 

~ensus figures, this potential is meaningful. 
occupied rural dwellings in need of renovation. according to 1q7n 

provides a potential means for those with low/moderate income to 
maintain their homes. Since there are 2,179,600 units of owner 

average loan was $4,394.64. However, its use, as a financing tool, 
homes represented only 1.1% (1201 units) of all 502 loans. The 

. . . . . . . . . . . . . . . . . . . 
1% 
1% 

New 
Existing 
Difference 
I 
t Rehab Only 
The use of 502 for repair and rehabilitation of presently owned 

7 1/4% 
7 1/4% 

New 
Existing 
Difference 

$9552 
.. 7968 
$1584 
$5041 

.. "4287 
$ 754 

. ~ . • .... . . . . . . . . . . 

'Min'imum Gross· Income · Interest Rate · T:ype· o:f Unit 
-· 

... I 
I 

\ 
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3) With program modifications, adequate funding, and a 
better advocacy, the 502 program can be meaningful in 
the rehabilitation of rural housing stocks.· 

c) legal limitations on refinancing which 
·might otherwise make large numbers of 
families· eligible to proceed with dwelling 
rehabilitation 

b) preoccupation of FmHA with new construction 

2)~Section 502 is not being so used because: 
a) a constitue~cy of suppor~ers, such as 

builders, real estate brokers, etc., 
provide the impetus for new construction 
and purchase of existing houses, rather 
than rehabilitation 

1). Section 502 has not been effectively used for rehabilitation 
purposes. 

.nclusions 
-CoricLu sLon s ·and Recommendations 

3) In some cases, the present debt, on a given unit, exceeds 
the value of the property as developed. 

2) _The existing mortgage payments of some families pre ... 
c'iude the additional debt for rehabilitation. 

- -- - . -- 

502 for rehab only:. 
I 
~) In some areas, the percentage of homes that can be 
' economically repaired is limited. 

The chief -of.rural housing for the Delaware, Maryland, New Jersey 
FmHA state office added the following reasons for the limited use of 

there is generally not enough of a profit factor to induce 
them to become involved in 502 rehabilitation. 
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c) Provide a combination of loan and secured com 
mitment (a loan or grant which is secured l?Y a 
note and mortgage; but only repayable, during 
the amortization period, in the event the family's 
circumstances warrant same). Such secured com 
mitments are periodically reviewed for full or 
partial conversion-to interest bearing, repayment 

b) Increase maximum repayment period to 50 years. 
a) Borrow through the Treasury as indicated. 

providing this financing is as follows: 
budgeting ability. ··Another suggested alternative means of 

· housing units. An inducement to rehabilitate their homes 
Ls: the availability of funds at terms within the family's 

enable them to own and mainta~n decent, safe and sanitary 
Additionally, low-income families must have subsidy to 

~)An alternative for interest credit 

procedures, revised to show each mortgage as an asset~ rather 
than each loan as an appropriate~ expenditure. 

politically manageable with a change in federal accounting 
A program for direct treasury borrowing is only 

Held 1-2 years - 7.125% 
Held 3-4 years - 7.2% 
Held 5-9 years - 7.25% 
Held 10-25 years - 7.·375% 

b) Insured note sales rate as of 5/23/73 

a) 1973 FY rate for FmHA Treasury borrowings 
(only used currently for watershed loans) - 
3.649% 

references: 
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d) Such a provision can greatly aid low-income 
._¥~milies _to. so cureTiousd nq and we~.J::ecc:>n1mend that 
Farmers Home Administration be given this amended 
authority. 

status and further.provide protection for the 
government in the event of a sale for profit, 
etc. The amount of loan would be determined 
after considering the family's capacity to 
carry mortgage,. taxes, insurance, etc. with the 
balance necessary being the secured commitment. 
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d) Such a provision can greatly aid low-income 
:families to. secure ho usi.nq and we recommend that 
Farmers Home Administration be given this amended 
authority. 

status and further provide protection for the 
government in the event of a sale for profit, 
etc. The amount of loan would be determined 
after considering the family's capacity to 
carry mortgage, taxes, insurance, etc. with the 
balance necessary being the secured commitment. 
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The other major difference between Special 502 and regular 
502 is the ~bsence of a requirement for clear title in Special 502. 
With Sf?ecial 502, proof of ownership or leasehold is not required, 

Because the Special section 502 rural housing loan program 
is being phased out, 8/1/73, a discussion of the program is rele 
vent only in terms of those facets of the program which are not 
included in either 502 or 504. When the 504 maximum was raised 

to $3500, closing ~he gap between 502 and 504, Special 502 lost 
most of its reason for existence. 

DESCRIPTION OF THE PROGRAM 

Legislative Auth0rity: Special 502 rural housing loans are authorized 
under Section 502, Title V of the Housing Act of 1949, as amended. 
Intent: To bridge the gap between Section 502 housing, which must 
be adequate in all respects, and Section 504 shelter-type housing. 
Work .Accomplished: Improve, enlarge, or complete modest dwellings 
and related facilities to make them decent, safe and sanitary, 
although they may lack some features required under the regular 
502 program. 
Beneficiaries: Families unable to qualify for regular 502 loans; 
particularly those families with property that has title defects. 
rea of Operations: Available in rural areas and towns with 

populations of less than 10~000. 

FARMERS HOME SPECIAL SECTION 502 
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are issued, we recommend that the gaps be closed. There must be 

If0there are gaps between 502 and 504 after the instructions 

CONCLUSIONS AND RECOMMENDATIONS 

al though some provided house rehabilitation. 
$4,000 - $6,000. The funds were used primarily to complete houses, 
over the last several years. The income levels served ranged from 

In the Taos, N. Mexico office, 18 Special 502 loans were made 

housing. The average income was $4,190. 

HAC Survey, 
, There were only 3 spec i a I 502 loans made in the Paintsville, 

Kentucky office and all were used to complete partially constructed 

First Half Fiscal 1973 - 214 loans totalling 

$1,118,430 

$581,470 

- 426 loans totalling Fiscal 1972 
- 27 initial loans Fiscal 1971 

over the last several years. 

Dollars Expended 
The following figures show the very limited use of Special 502 

DISTRIBUTION OF BENEFITS 

FmHA instructions are issued. 

It will not be clear whether any gaps will exist between 502 
and 504 as a result of the termination of Special 502, until new 

with 504. 
and legal and title work are inexpensiv~. This is also the case 
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However, we are not recommending that clear title requirements 

be eliminated .for the whole 502 program. In the case of new 
construction, 'clear title requirements afford protection to the 

buyer during the 33 year title of the mortgage. 

a provision in 502 for rehabilitation of presently owned homes with 
title problems. Without this provision, a homeowner with title 
problems would be restricted to the $3500 maximum under 504 {which 
we also recommend be raised). 
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Loans are provided by Farmers Home Administration directly to 
ELIGIBILITY 

the home up to a level of real adequacy. 

certain hazards to the health and safety o~ a home's occupants and 
the surrounding community. The improvements may, or may not, bring 

loans and grants to very low-income rural homeowners to rehabilitate 
and improve th$ir homes. These improvements are intended to remove 

Section 504 of the Housing Act of 1949, as amended, authorizes 

DESCRIPTION OF THE PROGRAM 

than 10,000. 
Area of Operations: Rural areas and towns with populations of less 
income to qualify for a Section 502 loan. 
Beneficiaries: Rural homeowners or lessees who lack sufficient 
adequate plumbing facilities. 
such as repairing roofs, improving structural supports, and providing 

' 

Work Accomplished: To repair or make additions to existing units, 
income families, ,through the use of loans and grants. 
Intent: To remove health and safety hazards from homes of very low 

Legislative Authority: Authorized under Section 504, Title V, 

of the Housing Act of 1949, as amended. 

FARMERS HOME SECTION 504 
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water, waste disposal, electricity or gas.) 

.. 
'i.e., for technical services and reasonable connection fees for 
similar repairs and improvements, or pay related fees for expenses 
when the addition is necessary to the family's health, make other 
supply, provide toilet facilities, add a room to an existing house 
provide structural supports, provide a convenient and sanitary water 

-Loans may be used to repair a roof, supply screens, repair or 

Possible Types of Work 

rarely is required for loan~ of less than $1,500. 

A real estate mortgage secures a loan for more than $1,500. 

Full legal services are not required, and evidence of ownership 
{clear title} is not rigid for a .mortgage lending program. A mortgage 

plumbing facilities. 
or bathroo~ or ~itche!:. 

may be borrowed if those funds are used for repairs or improvements 

, 
refused to fund it. Although the loan limit is $2,500, $1,000 more 
grant provision is in the authorization, but Congress has consistently 

Depth & Type of Subsidy 

Subsidies for the 504 program are in the form of loans of up 
to $3,500 with up to 10 years to repay at one percent.interest. A 

also be made to leaseholders of non-farm lands. 

located on farm and non-farm land owned by the borrower. Loans can 

improving enough to repay a 502 loan. They can be applied to houses 

502 loan program, and whose income prospects show little chance for 

families who lack sufficient income to qualify for the FmHA Section 
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No. 504 Total No. County County Offices 
State ·Loans Offices Selected 

FY-71-72 
Kentucky 1141 ·58 3 
Missouri 369 74 1· 
"1ew Mexico 339 19 3 
exas 1987 143 5 

selected county offices. These states, which have a higher level of 
activity are identified below:. 

HAC isolated four states to study more closely the program in 
The Program in Four States 

where the monthly payment is·$30.79. 

The monthly cost per family for the average loan made in FY 
1973 has been $13.26. This compares with the maximum loan of $3,500, 

Appendix A) 
(A statP.-by-~t-3.te breakdown of 5 0 4 activity appc az s a,n 

was l. 8 3. 
The average nurrher of 504 initial loans per office in FY 1972 

Initial Loans Dollars Average 
FY - 1971 4364 $?,281,270 $1,210.19 

1972 ' FY - 3219 4,480,540 1,503.74 
FY - 1973 (1/2 yr.) 1412 2,128,660 1,507.55 

. made over the past three years: . 

Numbers of Loans and Dollars Expended 
The ·following statistics are the national figures on 504 loans 

DISTRIBUTION OF BENEFITS 
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The average loan is lower than many FmHA offices, because the 
local Community Action Program operates a manpower program which pro- 

$3,560; Low - $600) 
-4 

(High 
Average adjusted family income: $1,872 

$4,800; Low - $1,040) 

51.97 years 

{High 
Average gross income: $2,724 
Average family size: 4.2 
Average age of household head: 

$1,555 Average loan: 
the Paintsville, Kentucky, FmHA office revealed the following data: 

HAC's more detailed study of 31 Section 504 loans made through 

HAC Survey 

which is considerably above the national average of 1.83/office. 

$ 54,000 12 
161,000 12 
90,000 20 
18;000 3 
30,000 2 
44,000 6 

101,000 10 
36,000 0 
11,000 0 
24,000 2 
72,000 9 
30,000 0 

The average per office listed above is 38.8 initial 5-04 loans, 

2 
1 

16 
5 
4 
5 
2 
0 
1 
1 
0 

0 

No. 
Subs. 
502 

78 

18 
13 
83 
49 
84 
23 

5 
14 
205 
103 
128 

No. 
Init. 
502 

-0- 

$ 5,000 
8,000 

19,000 
2 , 00-0 
1,000 
8,000 

12,000 
-0- -o- 
4,000 

12,000 

Dollars 
No. 
Subs. 

Dollars 504 

19 

54 
140 
67 
10 
16 
30 
48 
34 

9 
11 
28 

Manchester, Ky 
Hazard, Ky 
Paintsville, Ky 
Houston, Mo 
Los Lunas, NM 
Espanola, NM 
Taos, NM 
Henderson, Tex 
Houston, Tex 
Hebronville1 Tex 
Rio Grande City, 

Tex 
Pe a'r s a Ll, Tex. 

No. 
Init. 
504 Office 

The data below indicates that some offices.carry a high percentage 
of 504 activity in their state: 
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Appendix c. 
The c9mplete Taos and Paintsville studies are contained in 

.'( 

th a CAP manpower program. 
unlike the Paintsville office, the program has not been coordinated 
the families with 504 loans were within OEO income guidelines. Also, 

The FmHA county supervisor estimates that about 60 percent of 

lacked running water or baths; some needed floors or new roofs. 
four years. Fifty-eight were issued during FY 1972. Most units 

The Taos office has made 135 Section 504 loans over the last 

10 - new room additions 
60 - heating 

130 - plumbing 
100 electrical 
15 - new roof 

FY 1968-1972~ 

$2000 - $4000: 90% 
Income ranges: Under $2,000: 10% 
Average loan: $2,104 

showed these statistics: 
A specific look at 504 loans in the Taos, New Mexico, FmHA office 

FmHA to work more closely with somewhat lower-income families. 

to families wanting home improvement loans; and private lending in 
stitutions have lent liberally to moderate-income families, enabling 

two reasons: the state welfare department increased shelter allowances 

vides a labor subsidy to at least 50 percent of the 504 recipients. 
In addition, lower-income families have benefited in Paintsville for 
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weakness in 504: 

.. 
The following figures for FY 1972 also help to illustrate the 

programs has somewhat overshadowed the 504 programs • 

fewer applications. Another major factor is that there has been an 
increase in 502 funding in recent years. The greater emphasis on 502 

the $3,500 limit set on 504 loans, there has been a trend toward 
With inflation so greatly reducing the purchasing value of 

income people. 
504 impractical for any substantial rehabilitation for many low- 
and the non-implementation of the grant.provision, make the use of 
and operating expenses. This, plus the inflated cost of construction, 

nouqh of them. The monthly repayment on the full $3 ,500 loan is 
$30.79, which,· for a homeowner, would be in addition to other debts 

who could not qualify for 502 loans, the program has not been reaching 
Although 504 loans were intended for tne lowest-income borrowers 

or more of these factors operating in their area. 
Those counties with greater 504 activity seem to have had one 

(4) Areas with limited or very expensive building sites. 
. (3) Large numbers of low-income homeowners. 

program which focuses on a home repair program • 

(2) An aggresive community action program or welfare 
(1) Widespread title problems in a given area. 

Hae examined the reasons for varying levels of Section 504 
activity. The following appear to be major factors: 

ASSESSMENT OF THE PROGRAM 
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Adjusted family income is the gross family income, less 5% of 
that gross, less $300 per minor child. 

'I .... 

Another alternative is combining it with a self-help housing 

habilitation skills. 
grams in rural areas is limited, and few teach construction and re- 
to serve lower income levels. Howe ve r, the number of manpower pro- 
the loan recipients. The r'educe d cost ultimately enables the p roqr am 

eliminated the cost of labor for rehabilitation for 50 percent of 
Kentucky, for example, the use of a manpower program virtually 
section on Operation Mainstream in this study). In Paintsville, 

(See the such as the Department of Labor's Operation Mainstream. 

ryf Si:>C'tion 50 4" One is C8~.bining it ·,;ith a manpower tr.·a.ining program I 

There are a variety of possibilities for extending the benefits 

Program Variations 

Gross Income Percentag:e of Loans 
Under -1000 • 2.9% 
0 1999 41.2% 
2000 - 2999 31.2% 
Over 3000 27.6% 

Jo. Initial Loans 3219 Amount s 4,840,540 

No. Subsequent 584 Amount $ 500,270 

Total 3803 $ 5,340,810 

Average age of borrowers = 60.9 
Average adjusted family incomel = $1942 
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could put the 504 program low on the list of local priorities. 
not be uniform. And, intense competition for revenue sharing funds 

local grant money often is difficult to obtain, and its use would 
sources or revenue sharing -- is another alternative. Unfortunately, 

Utilizing other grant programs--· through state or local re- 

to permit increases for this purpose •. 
varies widely. Allowance formulas would have to be liberal enough 

't'""\ V'"r'\ ~.,,.... ~ YV\ 
J:-"-\,..1";'.): ..... - ... ~ .. each state's monetary participation in the fe0i:»raJ. T:!'?lfa!'.'e 

limited. Not all families are welfare recipients, and the amount of 
cover all or part of the monthly payments on a 504 loan, also is 

Another method, increasing welfare allowances or payments to 

undertake a rehabilitation project. 
families could be found in a given rural area who would want to 
on each other's homes. The possibilities seem meager that enough 
quire an organization of six to twelve families working together 
repairs themselves. In addition, self-help programs usually re- 
recipients are elder and may not be as motivated or able to do the 
ever, appear unsuitable for any volume ·approach. Many eligible 
program like the FmHA 502 self-help section. These programs, how- 
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(1} To $499, up to 10 years. 
(2) $500 - $1,999, up to 15 years . 

.. (3) $2,000 and over, up to 20 years. 

(a} Flat increase of up to 20 ~ears. 
(b), Graded level of repayment 

might be employed: 
Second, increase the amortization period. Two alternatives 

Increased Amortization Period 

3.05 
9.33 
8.74 
.56 

0 
.22 
.33 

81.48 
41.02 
32.73 

135 .• 3 7 
96.83 
68.72 
56.44 

Alabama 
Kentucky 
Texas 
Ohio 
Indiana 
New York 
Wisconsin 

504 Loans Per Office 
lnitial 502 Loan 

Per Office State 

. ..1..gures indicates: 
in the more northern, higher cost areas, as the following FY 1972 
duced the capacity of the $3,500 limit. This is particularly true 

First, increase the maximum loan to $5,000. Inflation has re- 
Increased Maximum Loan 

menting three basic changes. 
an effective mechanism in the rural rehabilitation process by imple- 
the absence of a rational policy, the 504 program itself can provide 

for such tortuous combinations. In plan would obviate the need 
extending limited programs. However, a rational housing development 

These program variations are examples of innovative peopie 

CONCLUSIONS AND RECOMMENDATIONS 
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Congress has seen fit to prevent use of the grant feature, annually 
eligible participants. would be cut, extending the spectrum of 

It provides for a use of combined loan and grant. Monthly payments 

Finally, implement the grant feature. The act did not intend 
that people not able to afford the maximum repayment be excluded. 

Implementation of Grant Provisions 

well maintained through the holding of a mortgage, plus the combina 
. tion of inflating values and housing unit shortages. 

amortization period will directly reduce the "income floor" necessary 
to afford repayment. The government Is security position is reasonably 

The above statistics· speak for themselves. The use of a longer 

23.09 
16.16 
15.01 
13.86 
12.70 
11.55 
10.39 
s. 24 
8.08 
6. 9 3 
5.77 
4.62 
3.46 
2.31 
1.16 
.46 

30.05 
21.04 
19.53 
18.03 
16.53 
15.03 
13.52 
12.02 
10.52 
9.02 
7.51 
6.01 
4.51 
3.01 
1.50 
.60 

43.99 
30.79 
28.60 
26.40 
24.20 
22.00 
19. 80 
17.60 
15.40 
13.20 
11.00 
8.80 
6.60 
4.40 
2.20 
.88 

$5000 
3500 
3250 
3000 
2750 
2500 
2250 
2000 
1750 
1500 
1250 
1000 
750 
500 
250 
100 

20 Year 15 Year 10 Year 
Monthly Payments Amount of Loan 

Monthly Cost Comparison on 1% Loans Amortized 
Over lb, 15, and 20 vears 

The chart below illustrates monthly payment comparisons: 
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Combining an increased amortization period with grants would 

lower the amount of funds required, because the need for a grant is 
conditioned upon ability to repay. · 

attaching a clause to the salaries and expense section of the FmHA 
appropriations bill, which reads, "provided further, that no part 

of any funds in this paragraph may be used to administer a program 

vhich makes rural housing grants pursuant to section 504 of the 

Housing Act of l949, as amended." 
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able to low/moderate income or elderly people. 
n the condition that the rental units be priced at a level afford- 

Loans may be_made to public bodies, nonprofit corporations, 
individuals, profit corporations, and. limited pr6fit corporati9ns, 

Eligibility 

for low interest rate loans to purchase, construe~, alter, improve 
and repair housing used for rental to low c:tnd moderate income families. 

Section 515 of the Housing Act of 1949, as amended, provides 

DESCRIPTION OF THE PROGRAM 

than 10,000, that are rural in character. 

:ea of Operations: Rural areas and towns with populations of .Less 

Beneficiaries: Families with low to moderate incomes and elderly. 

family rental units, financed through a loan of up to 50 years. 
Work Accomplished: Construction, purchase and repair·of multi- 

and constructed, decent, safe and sanitary rental facilities. 
' 

Intent: To provide eligible occupants with economically designed 

Legislative Authority: Authority under Section 515, Title V of the 
Housing Act of 1949, as amended. 

FARMERS HOME SECTION 515 
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FmHA allows both nonprofit sponsors and eligible cooperatives 
to utilize either plan, and arrangements can be made to change from 
ne to the other. Rents under both plans are set on a project-by 

project basis. Maximum amortization period for both plans is 50 years. 

~lan II provides for a sliding scale interest from market 
rate (currently 7 1/4%) to one percent. Occupancy restrictions 
under Plan II are: low and ~oderate income non-senior citizens 
and senior citizens of any income. The interest rate will reflect 
operating costs and family size and income. Plan II is available 
to the following:. broadly based nonprofit corporations, consumer 
cooperatives, and to profit organizations and individuals operating 
on a limited profit basis. 

~ ~-11Jo1ne senior citizens. It is. available only to broadly based 

nonprofit corporations and consumer cooperatives. 

Two plans are available to sponsors applying fo:r: interest 
credits. Under ?lan I, the effective Ln t.e r est; rate is 3 percent, 
and rents are set accordingly. Occu~ancy under this plan is 
limited to low-income non-senior citizens and low and moderate 

Eligibility for renting units in a 515 project is determi11ed 
by income. However, the specific income limit differs by the type 

of subsidy utilized and from project to project, depending on costs 
In that state or region. Maximum adjusted family income limits are 
prescribed sep.:.rately for each state. (See FHA Administration Letter 
108 (444)J Appendix E) 

-, 
\ 
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of the program is directed to new construction. 
Under such conditions, it is obvious that the major emphasis 

.. 

A~ as a general policy, the construction of new 
housing. Loans may be made to purchase, improve, 
·alter or repair housing only if in the opinion 
bf the. state director - the housing meets the 
requirem~nts of paragraph VIII A and the housing 
will be equivalent to the new construction in 
quality, design, and all other respects. In 
these cases, the application with the information 
required in Paragraph VIC (prior consent) will 
be submitted to the National Office for review 
prior to docket development." 

applicants for: 
"V. Loan Purposes: RRH loans may be made to qualified 

in FHA Instruction 444.5 as follows: 
mentation of this feature of the program. The policy is outlined 
of existing housing, FmHA has administratively minimized imple- 

Though the legislation authorizes purchase and improvement 
Limited Purchase with Rehab 

PROGRAM ASSESSMENT 

subsidy plans for 515 is operative. 

peop~e. 
I 
I 

'Due to the housing subsidy moratorium, none of the interest 

all cases, market rate projects are not affordable to low-income 
rent to either low/moderate income people or elderly. In almost 
7 1/4%) unless they agree to limit profit.. However, they must 

Profit sponsors can borrow only at market rates (currently 
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Inflation and inflated taxes have caused operating 
costs which put even low-interest financed uni ts out of· 

.( reach of the rural poor. 

2) Provide some form of operating subsidy so as to reach 
the rural poor (see Appendix p on sample legislation 
"Subsidy and Assistance Payments for Low and Moderate 
Income Families11 - Section 521 (a) of the Housing Act 
of 1949). The sample legislation referred to and in 
cluded in the Appendix, will give FmHA the authority 
for rent supplement or other direct operating subsidy. 

·1) Redirect the emphasis against purchasing existing units 
but, at the same time require an adequate repair and 
.rehabilitation plan; and allow purchase within safe 
guarded regulations and without undue national re 
strictions. 

. 
we recommend the following changes: 
land for construction is limited. To implement this approach, 
housing in areas where new construction is too costly and available 
-~le to rural low-income renters. In addition, it would provide 
housing stock and at the same time, to provide rental units afford- 

Such a program would serve to help maintain the existing 

assume greater emphasis than in the past: 

important place in an overall housing strategy, and indeed might 
existing units for rental to low/moderate income people has an 
then a program that pr6vides for purchase and rehabilitation of 

in rural areas that would be suitable for multi-f~mily rental, the 
assumption is that they exist. If this assumption is accurate, 

Though we cannot document the existence of rehabable buildings 

CONCLUSIONS AND RECOMMENDATIONS 
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0 .. 

(See Appendix H for changes in Section 517 necessary 
to provide for implementation of other proposed amend 

.. ments. 

~) .Provide Legal Authority for FmHA to include initial Operating 
Expenses within the Definition of Development Costs. (See 
Appendix G [Possible AmendfnentJ) ·· 

·Farmers Home Administration required rental housing sponsors 
to have initial operating capital available in the amount 
of 2% of the cost of buildings and related facilities. They 
do not want sponsors to borrow this money; and cannot 
l~gally lend some th~mselves. The requirement is sound 
since sponsors will need start up money. Nonprofit corpo 
rati"ons, however, often find it difficult to amass the 
necessary capital. This becomes more true as management 
and utility requirements force projects to become larger. 
Since nonprofits can produce units that rent at lower rates, 
their value in rural areas cannot be questioned. The 
proposed sample legislation, which would amend Section 515 
of Title V of the Housing Act of 1949 gives FmHA the 
authority to include the 2% 11AMPO" funds in the loan. 

To allow interest-subsidy and up to 50 years amortization 
for U".lits leased to housing authorities. With HUD's 
flexible subsidy formula and lower interest rates, rents 
can be decreased. Presently such loans must bear the 
maximum interest rate and be amortized over a period 
not to exceed 40 years. This is very necessary to 
reach very low-income families in states where construction, 
utility costs and taxes run high. (Farmers Home Admini 
stration disallows interest credit based on an O.G.C. 
ruling citing that such subsidy would subsidize HUD 
instead of the renting families, as. required by law. 
HAC's views, expressed in a technical paper to FmHA 
dated October 16, 1972, are that interest credits can 
subsidize the families when the HUD assistance formula 
is maximized and further subsidy.is needed to reach the 
target families. We recommended its use on a need basis 
and showed three varying examples: (1) South Carolina, 
where the 7 1/4% - 40 years works;- (2) Maryland, where 
5 1/2% - 40 years was needed; and (3) Maine, where 1% - 
50 years is absolutely essential. It is interesting to 
~etc that in many New England town~ there are existing 
rehabable structures available for conversion to low- 
income rental units. 

3) Change FmHA 444.5 VIII K 
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1921, to repair, rehabilitate or construct new Indian housing • 
..( 

the early 1960s under the authority of the Snyder Act of 

The Housing Improvement Program (HIP) was developed in 

DESCRIPTION OF THE PROGRAM 

.. 
Area of Operations~ Indian reservations. 

in rehab;i.litating existing homes or.buying new homes • 
occupancy in public housing and who need financial assistance 
Beneficiaries: Indians who would be eligible for continued 

them more feasible. 
grants to lower the costs of other program loans to make 
prove housing, provide transitional housing, and to provide 
Work Accomplished : To purchase, construct, repair, or im- 

unhealthy housing conditions. 

Affairs. 
I 

( 
Intent : To en ab.l,e Indian families to allevi,ate unsafe and 

Legislative Authority: Authorized under the Snyder Act of 

1921, the Housing Improvement Act was implemented in the 
early 1960s and is administered by the Bureau of Indian 

- :HOUSI.NG IM!'ROVEMENT PROGRAM (HIP) 
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with training (i.e. subsidized labor) programs, the HIP funds 
sible. · In the cases where HIP funds are used in conjunctio~ 
other program funds and resources to the maximwn extent pos- 

The program intends that HIP funds be combined with 
with the rehabilitation of existing stock. 
for new construction, but this report concerns 'Lt.s e Lf only 
for the rehabilitation of a home. Other amounts are available 

repth and Type of Subsidy 
The subsidy is in the form of a grant of up to $5,000 

the work. 
decent, safe and sanitary condition by the performance of 
housing, which can economically be placed or maintained in 
existing structurally sound.but substandard or deteriorating 
grant funds for repairs, renovations, and enlargements to 

Possible Type of Work 
HIP contains five categories. Category II provides 

improvements themselves. 
public housing and have insufficient resources to accomplish 

living in substandard housing on a reservation. The family 

or individual must he eligible for continued occupancy in 

Eligibility 

Eligibility is limited to Indian families or individuals 

caused the creation of HIP. 

slow response of the traditional FmHA and HUD programs 

The severity of the housing problem ori reservations and the 
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Number of Uni ts 
BIA reports that between 1963 and 1972, 15,522 sub 

standard homes were repaired/rehabilitated on Indian reserva 
tions. The area of greatest concentration of the program was 
in the Sou t.hwe s t; , The attached list is the cumulative 

PISTRIBUTION OF BENEFITS 

P:rosrram Administration 

HIP is administered through the area directors of the 
Bureau of Indian Affairs. The BIA representative on the 

reservation, the agency superintendent, determines who qual 
ifies for participation in the program. 

The rehabilitation program may be implemented in one 
of three ways : 

1. Contracting with Indian or non-Indian contractors. 

Preference is given to Indian tribal organizations. 
2. Grants directly to the occupant with BIA providing 

assistance in contracting and inspection of the work. 
3. · The BIA acting as the general contractor-~purchasing 

materials, hiring labor and supervising the work. 
In most cases 1 grants have been provided directly to 

the Indian recipient. 

can be used almost exclusively for materials and technical 

assistance. There are virtually no restrictions on how the 
HIP grant funds can be combined with other programs, as long 
as the HIP fun6s are used for the intended purpose - to 
improve substandard housing. 
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of $2295 per unit. It should be noted that BIA administrative 
Category II uni ts totaled l, 307 in FY 72 for an average 

The total amount of money spent in Fiscal Year 1972 
by HIP was $9,164,000. Of this, $2,999,000 was spent on 
rehabi°litation in Category II . ... 

I:bllars Expended 

SOUTHEAST AGENCY 336 

TOTAL •.••.••••. 2291 

1092 
700 
509 

Juneau 
Portland 
Sacramento 

PACIFIC 

3330 TOTAL ••.•..•••• 

897 
1555 
878 

Aberdeen 
Billings 
M.; ,......¥\.""" ":"Y'V""' 1 .;. ~ ··-···•-1..-1..t"''-!'.J....i.....:,, 

NORTH CENTRAL 

TOTAL ..•••••••• 9555 

1840 
713 

-863 
4059 
2080 

Albuquerque 
Anadorka 
Muskogee 
Navajo 
Phoenix 

I 
i 

SOUTHWEST 

to minimum standards.) 
habilitated, meaning they were not necessarily brought up 

units that were repaired, under Category I, as well as re- 
(The figures include office and section of the county. 

production of repaired/rehabilitated units by BIA area 
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Of the total of 88,450 existing housing 
structures, only 30,144 are standard. 
22,453 need replacement and 24,853 need 
renoyation (BIA terminology). 

reservations for FY 72, the BIA reports the following: 
In an annual report on housing conditions on Indian 

vations. 
within the context of housing conditions on Indian reser- 
;c&~6d spc~ifically to Indian needs is particularly poignant 

The need to vastly expand the one program that is 

HIP (including minimal repairs). The 497 other units were 
presumably financed through HUD, FmHA or private means. 

and repair on Indian reservations, 4501 were attributed to 
FY 72, of the 4998 construction starts for rehabilitation 

still the main program for repair and rehabilitation •. In 
program to improve housing on Indian reservations. It is 

HIP was, for a period of years, virtually the or.ly 

. PROGRAM ASSESSMENT 

is somewhat higher than the actual benefits to the family • 
from the top of the total figure. Thus,the average quoted 

funding for both the central and field offices were skinuned 
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Caveats 

While the Housing Improvement Program appears to be a rela 
tively successful program, it was not possible within the severe 

;:habiliLation emphasize the inadequacies of all federal rural 

housing programs. The 4501 rehab and repair jobs financed through 
HIP in FY' 72 was even _g.reater than the 3219 FmHA 504 loans in the 
same period. 

There are elements of the Housing Improvement Program that 
represent a rational system of delivering housing services. The 
method of subsidy is a maximum $5000 grant. A public agency, the 

BIA, is responsible for providing financing, technical assistance 
and inspection of the quality of work. In addition, the Housing 
Improvement Program is administered by a process that could have 
considerable citizen involvement. 

Indians are forced to live in ·the most deplorable conditions 
of any people in the nation while the federal resources provided 

for Indian needs.have been grossly inadequate. Indians have been 
isolated on reservations, forced.to change their 'lifestyles to con 

form with federal ~standards". 
Historically, the U.S. government has made and then broken 

treaties with the Indian peoples. The failure to meet the conunit 
rnent to house Indians in decent, safe and sanitary dwellings is one 
more broken "treaty". 

The Housing Improvement Program represents a limited attempt 
to fulfill that conunitment. The small successes of HIP in housing 

-· 
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Recommendations 

1).,. We recommend that a study be undertaken to answer 
the questions we have r~ised about the functioning 
of the HIP program itself. 

i..me constraints of this study, to make any site visits to Indian 
reservations in order to assess the actual implementation of the 
program. Several issues emerge and should be more fully explo~ed 
before any definitive conclusions are made about the program. 

While there are three methods for implementation, grants to 

·the recipient for use on the private market are most frequently used. 
B.ecause the BIA agency- superintendent determines e.ligibili ty, it 
is possible that abuses could occur. Another concern revolves 
around the superintendent's role in assisting the recipient in his 
choice of a contractor. It is not clear what monitoring provisions 
exist to afford the proper protections to the consumer in his choice. 

HIP appears to offer significant opportunities for encour~ 
aging economic development on the reservation. Jobs and the de 
velopment of Indian contractors are obvious additional benefits 
potentially available from the rehabilitation work. While rehab 
work tprough Indian contractors is permissible under the program, 
it is seldom used. An exillaj.nation of the apparent lack of affirma 
tive action in fhis area is_clearly needed. 

Considering the number of Indians who live in substandard 
housing, it would seem that there would be a large backlog of appli 
cations~ This may be the case. But in the absente of hard data, 
the question needs to be raised as to the awareness-level of the 
Indian:population regarding this program. 
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provision, etc., as they are now embodied in HIP. 
ssential ingredients of a public agency delivery system, the grant 

and under what conditions. It is important to retain, however, the 
in which this funding increase should be administered, by whom, 

-- ~-- - The results of the recommended study will suggest the manner 

with an increase in funds for new construction. 

3) It is further recommended that funding levels for 
Indian.rehab efforts be increased in coordination 

vation Indians, no other solution is acceptable. 
crisis. Considering the special status of reser- 

Indians and available only to Indians is the only 
realistic way to begin to solve the Indian housing 

of the study, a program specifically oriented to 
2) We also recommend that, regardless of the results 
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of available resources and in a faster; more efficient manner. 

Leasing would more directly involve the private market in:.low- 

income housing, without removing more of the housing stock from the 
tax rolls. In leasing existing housing, better use would be made 

Original Intent 
Section 23 of the Housing and Urban Development Act of 1965, 

as amended, was intended as a streamlining mechanism for public 
housing. By leasing un~ts from private landlords, several benefits 
might be obtained. 

DECRIPTION OF THE PROGRAJ:--1 

Areas of Operations: Urban and rural. 

Beneficiaries: Eligible recipients for public housing. 

work Accomplished: Either new construction or, rehabilitation work 
required to raise the housing to standards. 

Intent: To lease new or existing private units and rent to public 

housing eligible occuoants. Existing __ uni ts may be leasec1. with or without 
rehabilitation. 

Legislative Authority: Section 23 of the Housing and Urban 

Development Act of 1965 (Section 23 Leasing) 

SECTION 23 LEASING 
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habilitation work in return for the guaranteed rent . .. 

commitment whereby the landlord agrees to pay for the detailed re- 
The housing authority and the landlord can enter into a conditional 

Two basic methods are possible for paying the cost of the rehab. 

to bring the unit to standard. 
unit is substandard, the lease will specify what work must be done 
serve as .an incentive for rehab of existing units. If the existing 

While 23 Leasing is not a rehab program, it potentially can 
Rehab Incentives 

to the approval of the hous i.nq authority·, or vice-versa. 
v:r the lease. Either the landlord may choose the tenants, subject 

The selection of tenants is determined according to the terms 

authority through the Annual Contributions Contracto 
the subsidized rate that the tenant pays is provided by the housing 

.r for public housing, who pay 25% of adjusted family income. The 
difference between the market rent that the landlord receives and 

f'.,.. .. _ 

I !The housing authority then rents the units to families eligible 

·specific time period - 1-10 year~, with provisions for renewal. 
to receive from the housing authority. The lease covers a 
The lease specifies the guaranteed rent that the landlord is 
approached by him about negotiating a lease for an existing unit. 

A housing authority can either approach a landlord or be 

...,rogram Administration 
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have moved into the remaining 24%. 
Families have been the recipients in 76% of the units, while elderly 
have been some large developments, ranging from 16 to 104 units. 

Most locations have had from one to six units, though there 
500 cases, the landlord paid for the rehabilitation work. 
rehabilitation of some level in rural areas of the state. In all 

This state housing authority has 50Q leased units that involved 

Vermont State Housing Authority Program 

from our discussions with the Vermont State Housing Authority. 
interesting and potentially promising issues were raised primarily 
visits or extensive research on 23 leasing. However, some very 

Once again the severe time constraints prevented any site 
ASSESSMENT OF THE PROGRAM 

~!'."i t.e r i cn is that the un i+ be raised to st;=md0ro. 

small hazards such as wLndow size and arrangement. The only 
replacing all vital systems or it can be as minimal as eliminating 

The type of work can be as extensive as gutting the unit and 
Type of Work Possible 

in fact, been raised to standard. 
inspecting the finished rehab work to-insure that the unit has, 

than be applied to rehabilitation costs. 
In either case, the Housing.Authority is res~onsible for 

The difference Letween the guranteed rent and the maximum can 
(HUD sets maximums per unit by area.) in the area of operation. 

The other method provides the landlo.r~ with a guaranteed 

rent lower than the maximum HUD will allow for a particular unit 
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Implications 

The implications of the Vermont State Housing Authority's 

experience are particularly interesting for other rural housing 
authorities. The urban experience has been that the guarantee'of 
full occupancy rents at the level determined by HUD has not been 
enough incentive for landlords to make the necessary capital out 
lays for rehab. Since most of the units are located in deteriorat 
ing city neighborhoods where the demand for housing far outweighs 
the supply of available housing, landlords can obtain comparable 
rents without the trouble and expense of rehabilitation. 

However, the director of VSHA contends that their experience 
is replicable in most other rural areas. The demand for high 
cost standard rental housing is just not that intense. Also, the 

maintenance costs of units in rural areas is substantially less 
than in urban neighborhoods. Therefore, the guarantee of full 
occupancy rent over 5 years is apparently sufficient incentive to 

induce the landlord to lease to the hou~ing authority. 
The Value.of this program for generating rehabilitation of 

low-income occupied rural rental units is further emphasized by 
the fact that virtually no units other then the Authority's have 
been rehabed in Vermont and rented at costs affordable to low 
income people. It is not entirely clear what the extent of the 
work has been (repair vs. rehab), what the condition of the structures 
was, nor whether there are a set of conditions (market, populations, 
geography, politics, etc.) that are peculiar to Vermont. 
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brought into the standard stock for low-income people. 
lease as many rural rental properties as can be identi£ied and 

effort, with specific rural set-asides, should be undertaken at 
an early date, with the designated goal of bringing under public 

housing authorities at feasible costs, then a concentrated national 

If the recommended study reveals that standard housing can 
·be produced through private rehabilitation for leasing to public 

rehabilitation efforts in rural areas. 
wide leasing program can be used as a catalyst for private sector 
the Vermont experience occur, to determine.to what extent a state- 

It is recommended that further investigation and analysis of 
beyond the scope of this study. 

I 
of ifsues which must be explored to determine the reasons for the 
apparent success of this particular program - these are obviously 

to rehabilitate housing for low-income people. There are a number 
provide a very useful mechanism for encouraging the private market 

rural areas, then the 23 leasing/rehab combination can potentially 
If the Vermont experience is, indeed, replicable in other . 

23 Leasing/Rehab Study 

CONCLUSIONS AND RECOMMENDATIONS 
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ance. The program in 1967 became known as Operation Mainstream, 

0f reasons, are unable to secure other employment or training assist- 
services, for chronically unemployed poor adults who, for a number 

. . 

work-training and employment activities, with necessary supportive 
amended, authorized the Office of Economic Opportunity to provide 

Title Ib and Ie of the Economic Opportunity Act of 1964, as 
DESCRIPTION OF THE PROGRAM 

employment, or Indian reservations. 
defense installations; other-relatively rural areas with high un- 
statistical area; small areas with significant cutbacks in local 
Area o:f Operations: Programs must be in a non-standard metropolitan 

pants must be 55 or older. 
ive incomes under the poverty·level. Forty percent of the partici- 

Beneficiaries: Persons over 22 who are chronically unemployed and 

as housing) used by the poor. 

beautification of communities or areas served by the ~roject," 
including the improvement and rehabilita~ion of facilities (such 

Activities contributing to "betterment or 
' 

work Accomplished: 

adults. 

Intent: To provide work training and employment activities, with 
necessary supportive services, for chronically unemployed poor 

Legislative Authority: Authorized under Title Ib and Ie of the 

Economic Opportunity Act of 1964, as amended. 

OPERATION MAINSTREAM 
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Beginning in 1968, exceptions were being made to these re 
strictions, notably in the case of Adams and Brown.Economic 
Opportunities Corporation which sponsore:d the OEO funded 11FURP011 

program, and the Eastern Kentucky HDC, which sponsored the Joint 
Home Repair Program. It was.not until 1972, when OEO in conjunction 
with FmHA and the Department of Labor sponsored the Housing Manpower 
Subsidy Demonstration Program, that the restrictions on the use of 
trainees for construction were lifted. The 1972 Perkins amendment 
to the Economic Opportunity Act specifically authorized the use·of 
Mainstream trainees on rural housing construction. 

Eligibility, Regulations 
Before 1968, while not restricted from participation in con 

struction 'wo.rk, trainees in the Mainstream Program could not dis 
place any employed workers nor impair existing contracts or serv 
ices. In most jurisdictions where construction workers are unionized 
the Department of Labor administratively prohibited their use in 

"'nd its operation was delegated to the DepaJ;tment of Labor, al 
though appropriations continue to be made through the Economic 
Opportunity Act. 

Its use was intended to benefit the unemployed poor, but it 
has shown potential for greatly lowering the ultimate cost of re 
habilitating the homes of low'-income families. 
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ments, under the FmHA 504 program, at between $8.79 and $13.19. 
ranged from $1,000 to $1,500. This put the family's monthly repay- 

)gram covering three counties, and the average loan there has 
The Missouri Housing Alliance is sponsoriIJg a rehabilitation .. 

grams. 
uations can be found in two of the OEO/Manpower demonstration pr o-: 

family, the cost of the rehabilitation, or to maintain the same 
cost while increasing the scope. of the work. Examples of both sit- 

The obvious effect of the labor subsidy is to reduce, to the 
tion, but their experiences are not relevant to this discussion. 

Other programs have used .Mainstream Trainees for new construe- 
Ridge Opportunities Co:rruuission, Inc.~ in North Carolina. 
CAP, the Missouri Housing Alliance, Eastern Kentucky HDC, and Blue 
Mainstream Program, and deserve recognition. They are the Mid-West 
. .JUr projects have improved a substantial number of units using the 
at one time have used O.M trainees in rehabilitation and reoair work- - . 

While there may have been as many as 15 or 20 projects which 
ASSESSMENT OF THE PROGRAM 

of the program. 
provide the salaries of trainees as well as for the administration 
governments or to private non-profits, for use in non-SMSA areas, 

Grants made by the Department·ofLabor to State and Local 

means. 
while on other occasions rehabilitation has been done by private 

programs. Occasionally it has been coupled with an· HEW 1119 grar.t, 
"conventional" financing mechanisms such as the FmHA 502 or 504 

Since 19681 the program has been used in conjunction with 

· Type of Subsidy 

-60- 



when added to the actual improvement costs, would reduce the 20% gap. 
costs of administering a rehabilitation program by manpower trainees, 

however, compared with total contract costs, including profit and 
overhead· for the private contractor, their own costs, less program 
administration, were nearly 20% lower. It is likely that the total 

costs were running about 20% higher than a private contractor's; 
not. Specifically, Missouri Housing Allaince found that its labor 
They have found that some costs could be compared and others could 
value of rehabilitation with similar repairs by private contractors. 

Some of the programs have attempted to compare the cost and 
Appendix I. ) 

(A more detailed report on the Mid-West CAP program is in 
:the monthly payment by the family wou Ld be $40. 4 7. 
504 limit. . I.f this total cost were amortized at 1% over 10 years, 
1e value of the total jobs to $4 .. 600, or $1,100 beyond the FmHA 

The value of labor on these jobs is estimated at $2,500, bringing 
CAP program is $2,100, resulting in monthly payments of $18.00. 

The average 504 loan made in connection with the Mid-West 

the 504 loan program. 

' permits rehabilitation which in total value exceeds the limits of 

i In New Mexico, where the Mid-West New Mexico Community Action 
I Program is sponsoring the demonstration program, the labor subsidy 

payments would range from $19 to $29. 
range. If the total costs were covered by the family, the monthly 
the actual value of the improvements is in the $2,200 to $3,300 
120 percent of material costs is spent on labor. This means that 

.... tures. MHA estimates that with the Manpower program, approximately 

Nearly all of the above amount represents material expend- 
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l/ No attempt is made in this discussion to evaluate the benefits 
or the social desirability of a training program. 

of various federal programs would be unnecessary. 

502 and 504 contained subsidies which were deep and flexible enough 
to meet the housing needs of the rural poor, such "piggybacking" 

ideally it would be unnecessary. If other programs such as FmHA 
Mainstream, is one alternative in the rural rehabilitation process, 

Although the use of subsidized labor, such as Operation 
CONCLUSIONS AND RECOMJ."'1ENDATIONS 

private sector. 
(costing from $2,500 to $3,500}-is insufficient to attract the 
rehabilitation.projects, or that the profit in limited rehabilitation 

,it11er there is insufficient labor in rural areas to do extensive 
However, the limited use of the 504 program indicates that 

could make a reasonable profit over and above the costs of labor 
and materials.11 

habilitation program would have to.be extensive enough so that they 

' and contractors existed in rural areas. Where they do.exist, a re- 

period of time. 
A grant program would be effective if enough private laborers 

labor could provide more improvements, for the money, in a shorter 

generally, are not as efficient as professional contractors and 
would require more time to complete a rehabilitation task. Private 

than providing the labor through a trai!ling program •. Trainees, 

ehabilitation project often can be less costly to the government 

Providing a grant to cover private labor costs for a specific 
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Because the present financing mechanisms make loans for ex 
_ . .ms i.ve home rehabilitation prohibitive to low-income families, 
a grant mechanism should be introduced. · HAC suggests the following:· 

(1) In instances where skilled labor is available, 
eligible families· should be able to use the 
grant to contract the work on the open market. 

(2) Where labor skills are unavailable, a training 
program should be instituted which develops the 
necessary skills to carry out the rehabilitation, 
with the costs of such training programs borne 

. from a source other than the hou s i.nq subsidy. 
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standard housing. The implications of this program 
obtaining rental housing of their choice in existing 
low-income with housing allowances to assist them in 
demonstrate the feasibility of providing families of 

2) The Housing Allowance.Program - A program designed to 

Taft, dated June 12, 1973, a copy of which is Appendix J. 

modified in accordance with our letter to Senator 
sence of rural coverage, and believe it should be 
bill, however, we are concerned about the implied ab- 
We are in general agreement with the purposes of this 
and direct loans to homeowners facing foreclosure. 
pair loans for elderly or h~ndicapped homeowners 

insured refinancing; 3%or interest free home re- 
Senators Taft and Cranston. The bill provides FHA 
the low-income housing stock was presented by 
of 1973 this Act, designed to preserve and improve 

1) The· Housing Preservation Act of 1973 - in February 
formation of a national rural rehabilitation program. 

of this study plus the newness of some of these programs do not 
allow in depth study at this time. We do feel, however, that they 

I 
should be mentioned and their use deserves consideration in the 

direct bearing on rehabilitation efforts. The time constraints 

In addition to the programs described above there are a number 

of other programs and legislative proposals which might have some 

'l\dditional Approaches To Rehabilitation 
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.. 
,not likely that either of this year's bills will be passed 
low income housing and slum prevention and clearance. It is 

...( 

development by requiring a needs plan that includes plans for 
·does recognize the cdnnection between housing and community 
does not provide any housing use~, as presently written, it 
bill that passed the Senate last year 80 - 1. While it also 
Senator Sparkman has reintroduced the community development 

allowing housing uses. 
porates previously authorized 312 rehab loan funds, without 
not include any housing provisions. In addition, it incor- 

The Administration's bill, the Better Communities Act, does 

rehabilitation under Community Development Revenue Sharing. 

a companion housing bill or housing provisions added to 
the proposals, no funds would be available for rural housing 

housing provisions. Until such time as there is either 

3) Community Development Revenue Sharing - All community 
development revenue sharing proposals presently lack 

incentive to stimulate rehabilitation. 
.attention be given to whether or not it is a sufficient 
rehabilitation; we would, however, urge that special 
early to judge either the experiment or its effect on 

preservation of the existing housing stock. It is too 
feasible, this program could be a major factor in the 
If this is true and if the whole experiment proves 

property owners to repair de t.ez Lo ra ting structures. 
are that the allowances will serve as an incentive to 

-65- 



nPAn~ +-n 1-)p PXnOSPO f11rth0r. 

How such savings can be passed on in the form of lower rents 
whose landlord has received property tax benefits in some firm. 
the safeguard necessary to protect the tenant of a property 

-t.ne tax device as a stimulus· to rehab, not the least .of which ar 
There are a number of issues to be considered in looking at 

categories of property owners, such as the elderly. 

moderate income housing activity, includ_ing rehab. In 
addition, there has been scattered use of tax credits to special 

by governmental jurisdictions concerned w i. th attracting low/ 
housing efforts; and 2) the abatement of real property taxes 
the private sector to participate in low/moderate income 
sheltering income and accelerating depreciation to catalyze 
use of the Internal Revenue Code and the tax consequences of 
spread approaches to using the· tax mechanisms are: 1) the 
stimulate participation in rehab. 'I'he two most wide- 
depreciation are some of the forms that have been used to 
many forms. Tax abatement, tax credits, accelerated 
to encourage the preservation of property has been tried in 
Tax Incentives - The idea of using some form of tax incentive 4) 

housing rehabilitation. 

short, none of the community development revenue sharing 
proposals or legislative have provided any funds for rural 

elude any provisions for housing rehabilitation. In 
year and has not yet been implemented, also does not in- 
The Rural Development Act, which passed Congress last 

without suggestive housing provisions. 
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How applicable this conclusion is for rural areas remains 
unknown. 

There is a wide range of opinion on the effectiveness of 

tax incentives. Some would mp.intain that ·they have in 

fact, acted a disincentive because rehabilitation increases 

the value of units arid therefore, by implication, the tax 

loan. A recent study by Arthur D. Little, Inc., "A Study 

of Property Taxes and Urban Blight" disputes this popular be 

lief with the following finding, "Incremental assessment of 

building specific improvements is not a major source of 

blight or a major disincentive to upgrading. 11 This is true ;.,_ 

apparently, because in practice, improvements are seldom 
reassessed unless they involve very extensive investment. 
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How applicable this conclusion is for rural areas remains 
unknown. 

There is a wide range of opinion on the effectiveness of 

tax incentives. Some would maintain that they have in 
fact, acted a disincentive because rehabilitation increases 
the value of units arid therefore, by implication, the tax 

loan. A recent study by Arthur D. Little, Inc., "A Study 
of Property Taxes and Urban Blight" disputes this popular be 
lief with the following finding, "Incremental assessment of 
building specific improvements is not a major source of 
blight or a major disincentive to upgrading~" This is true;~ 
apparently, because in practice, improvements are seldom 
reassessed unless they involve very_ extensive investment. 
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at a level so out of proportion to the need as to be virtually 
unnotice~ble. And overriding these specific elements of a rational 
~ocial and community life is the total absence of a comprehensive 

economic development, transportation, health, jobs, etc. has been 
Public intervention in providing funds and services for housing, 
builders from the private sector are notable for their absence. 

Financial and credit resources, as w~ll as contractors and 
Distinctiveness of Rural Market 

inaccessable to the vast majority of rural citizens. 
areas are either totally lacking or so widely dispersed as to be 
and public resources. Institutions which are common place in urban 
and persistent underserving of rural areas in terms of both private 
'n kind, of urban America. Primary among these is the historical 
characteristics which are not descriptive, either in degree or 

Rural America possesses a number of distinct and unique 
Rural Context 

which follow have emerged. 
which the conclusions fit and out of which the. recommendations 

i !It is important once again to establish the framework into 
rehabilitation needs, gaps and future prospects. 
HAC is able to derive a number of conclusions regarding rural 
severe time constraints imposed by the Task Force's deadlines, 

In spite of the limited access to program data, and the 

IV. CONCLUSIONS AND RECOMMENDATIONS 
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state and sub-state levels where they are absent. Such delivery .. 
be strengthened where they exist, and new ones created, on the 

Public institutions to deliver rehabilitation services must 
public,_ governmental role must thus be proportionately increased. 
programs of any scale, and the concomitant recognition that the 

America •. Among these are necessarily the recognition of the presently 
·limited capacity and will of the private sector to undertake rehab 

peculiar characteristics which differentiate rural from urban 
presently exists in a limited fashion, must take into account the 

The rehabilitation effort which is undertaken, beyond what 
Rehabilitation Component 

major element, a significant rehabilitation effort. 
sic to such a policy is a housing strategy which contains, as one 
policy for rural America is a desirable and necessary goal. Intrin- 

Thus, it is assumed that a comprehensive·and rational development 
Need for Rational Policy 

inequities. 
istrative strategies whic~must be undertaken to remedy the historic 

While we recognize and defin~ what ~slacking, we can at the 
same time suggest policy decisions, legislative actions and adrnin- 

implements programs and services to meet these needs. 

account past, present and future needs, and which plans for and 
.id coherent development policy for rural areas which takes into 
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!!__ousing Goals as Primary 
HAC feels that the housing needs of the American people should 

not be treated as a secondary result of employment or health programs. 

Pol.icy Cave a ts 

HAC's recommendations address both the general and the 
specific issues of the housing needs of :the rural poor. While 
housing cannot and should not be separated from the larger issue of 
community development, the means by which the nation's housing goals 

are met cannot be dependent on programs whose major purpose is the 
lution of some other problem; Poor housing is just one of the 

many problems from which rural America suffers. While all of these 
problems require solution, no one program should be expected to 
ameliorate all of the.afflictions in rural America. 

In the recent past we have seen housing programs attempting 
to solve ·the unemployment and job training problems of their community. 
The result has been that none of the programs fully achieve their 
goals. Conversely, there are examples of innovative people in rural 
areas tortuously piggybacking .programs, matching a state program 
with a federal program, and in general going through a bi~arre set 
of contortions in the effort to deliver decent housing to the poor. 

'echanisms would provide rehabilitation as ·part of a comprehensive 

housing delivery system. This system would include, among other 
elements, new construction, site development, water and sewer 
treatment and all levels of subsidy including demand-type sub 

sidies such as housing allowances and section 23 leases. 
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Policies, and 2) Specific and program-related. 
. ,, The recommendations fall into two broad categories: 1) General 
~- 

.i~ 

W.;i..th this framework in mind, HAC submits the following recom 
mendations with respect to new instituiions, changes and reforms • 

And accordingly, little data on these elements exist. 
~f substandard housing, of rehabilitation, of repair, etc. exists. 
'l'he state of the art is deplorable. No generally accepted definition 
paucity of concrete definitions and data on rural home rehabilitation. 

Further, HAC's recommendations must be viewed in light of the 
ment opportunities, better health and better education. 
will open up the possibilities of the benefits of increased employ- 
a housing program that envisions better housing as a first priority 

' 

housing and employment, health and education. Again to the contrary, 
This is also not to say that there is no relationship between 

cesses are all the more startling! 

Housing solutions must be formulated with decent housing as the 
primary goal. This is not to criticize' those who have successfully 
"hustled11 the system. On the contrary, it implies that their sue- 
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3) The subsidy mechanism for providing housing rehabilitation 
to all segments of the- low-income community should be deep 
ened. A combination grant and loan mechanism, with a 
sliding scale whereby a family pays according to its means 
(i.e. 25% AFI) would serve the purpose, taking into consid 
eration, the need-to reflect escalating costs due to in- 
flation with a percentage system. 
For rental units, incentives to the l~ndlord to rehabilitate 
his unit must be coupled with a mechanism to contain the rent 
at a level affordable to low-income people. The incentive 
to the landlord could be guaranteed rent from the government 
and the subsidy to the family could be in the form of lower 
permissible rents. (i.e. 23 leasing/rehab as a model.) 

1) A detailed study of the need 'and capacity for rural 
rehabilitation should be undertaken. The study should 
include, among other elements, a standardized definition 
of rehabilitation and a categorization of housing condi 
tions; it should specify the number of units in rural 
America that fall into each category; it should define 
what a "z ehaoab l e " unit is and provide estimates of the 

1 number of such units. This type of data is sadly lacking 

I, at present and the absence of such data hampers the develop 
·ment of reasonable programs. 

i 
2) A rational public delivery system ior ~11 housing 

services should be instituted. Rehabilitation would be 
delivered as one housing service among-a variety of others, 
i.e. new construction, repair, housing allowances, leased 
housing, water and sewer, site development, etc. 
In the interim, existing delivery mechanisms should be used 
and strengthened, depending on what is already available 
or what could be most easily established in a particular 
area. Statewide and regional mechanisms such as the State 
Housing Finance Agency's, St~ta Housing Agency1s, Depart 
ments of Community Affair's or regional housing authorities 
top the list. Also in this category are statewide or 
regional HDC's and nonprofits that have proven their cap 
ability to deliver housing services. The Extension Service 
of the USDA should be examined as a potential outreach 
resource for disseminating housing information and technical 
services and education. · 

,neral Policies 

Reconunendations 
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6) A national concentrated program of rural rehabilitation 
should be mounted, with streamlined processing procedures, 
with sufficient funding to focus the resources which are 
necessary in speci fie communities· and areas which have in 
dicated a desire and capacity to undertake such a program. 
The urban experience with Project Rehab has produced a nurnber 
of lessons which can be applied to rural areas and from 
which much can be learned. State multi-county or regional 
delivery mechanisms, where they exist, can be utilized to 

· administer such a rural Project Rehab.In the absence of such 
broad based public a~encies, a major rehab effort 0£ this kind 
might serve as an incentive to their development. 

5) Statewide commissions, with full consumer representation, 
should be created and encouraged to develop a system of 
rural property standards.· The goal is to preserve the 
existing housing stock, through the promulgation of flexible 
and reasonable standards to provide decent, safe and sanitary 
h9using in owner-occupied and rental units. Many states 
have recently established industrialized building codes, 
etc. An overall set of rural standards, which contain en 
forcement provisions and maximum consumer protection is long 
overdue. 

4) Funding levels for rural rehabilitation programs should 
be expanded, though not necessarily at the expense of new 
construction programs. In other words, the overall funding 
for rura:l housing programs should be expanded to meet the 
level established by the National Housing goals of the 1~68 
Housing Act. The recommended needs study above should help 
determine a rational allocation of funds for new construction 
vs. rehabilitation. 
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1) Expand the use of 515 for purchase of existing units, 
• but require an adequate repair and rehab plan. 

2} Provide operating subsidy to owner. 
3) Allow interest subsidy and amortization up to 50 years for 

units leased to housing authorities. 
4) Provide legal authority for FmHA to include initial 

6perating expense within the definition of development 
costs, which are included in the mortgage. 

2) Lengthen the amortization period by either a flat increase 
to 20 years, or through a graded repayment level, as 
follows: 
a) $0 to $499: up to 10 years 
b} $500 to $1,999: up to 15 years 
c} $2,000 or more: up to 20 years 

3) Implement the grant feature, and use a flexible system of 
combined loans and grants. 

Yarmers Home Administration Section 515 (United States Department 
of Agriculture 

1) ·Increase the maximum loan to $5,000. 

Farmers Home Administration Section 50.4 . (United States Department 
of Agriculture 

1) Close any gaps between 502 and 504 that might exist after 
instructions on elimination of special 502 are issued. 

2) Pr0'lid-e f0r- rehabili t.et.i.on of- ·pyesen-tl:i,.-c~·l~ed- hornc s 
with title problems, without eliminating clear title 
requirements for entire 502 program. 

Farmers Home Administration Special Section 502 (United States 
Department of Agriculture 

1} Provide refinancing authority within 502 capabilities. 
2) Finance 502 by borrowing from Treasury instead of selling 

notes to the market. 
3} Improve subsidy provisions for low-i.ncome borrower by: 

a) . Increasing amortization period to 50 years; 
b) Providin<J combination loan and secured commitment. 

Farmers Home Administration Section 502 (United States Department 
of Agriculture 

specific Programs 

RECOMMENDATIONS 

-74- 



Skilled, professional labor is inadequate or nonexistent; 
The cost of private labor is so high that it excludes 
low-income people from the market; or 
The social benefits to the trainees are so compelling 
that they outweigh other factors. 

1) 
2) 
3) 

Operation Mainstream· (Off ice of Economic Opportunity) 
~I Utilize labor subsidy programs such as operation mainstream 
~t for rehabilitation, only· under one or a· combination of the following 

conditions: 

Conduct further investigation of Vermont s·tate Housing. 
Authority experience to evaluate·catalytic effect of 
23 Leasing on private rehab .. 
Assuming a positive outcome (determined from the study), 
implement a concentrated effort nationally to encourage 
rural rental rehab in conjunction with 23 Leasing, 
through the use of specific rural set asides. 

2) 

1) 

~ I Section 23 Leasing (Department of Housing and Urban Development) 

~ousing Improvement Program (Bureau of Indian Affairs) 
1) Conduct a study to evaluate administration and side 

benefits of HIP. Should examine monitoring mechanism, 
affirmative action>level of Indian awareness and usage 
of HIP, etc. 

2) Continue to provide a .. specifically Ind~an program. 
3) Increase funding for Indian rehab effort in coordination 

with increase in new construction funding. Administrative 
mechanisms to utilize increased funding to be determined 
from the study. 
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36,750 166 35,79-0 38 

95 
7 

40 
10 
41 

6 

2 
6 

9 

0 

1 

29 
8 

21 

23 

110 

5 

17 

34 
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1,022,150 
56,870 

293,360 
86,500 

251,750 

20,610 

28,850 
20,180 

31,770 
0 

15,340 

69,390 
144,660 

237~970 

319,680 
61,160 

159,530 
706,510 
224;,250 

737 
38 

166 
100 
151 

0 

27 
15 
15 
15 

14 

30 
94 

122 

105 
541 
133 

177 
36 

~·~w Mexico 
~" ahoma 

r']gion VI 
p...c.t' 

l'irkansas 

~
io r~ t sconsin 

r ... ~,diana ~,,,j 
Michigan 

r. ··~nnesota ·.· 
"""""~ 

,...figion V 

~linois 

Caro- 

Caro- rth 
lina 

()11th 
l 3. 

CJnnessee 

:;eorgia 
l]ntucky 

ssissippi 

orida 



Total Units Involving Repair -- 30,353 
Average Loan Including Purchase - $12,634 

p··"l_,__-----~...,...--------,..------....-------- 
~--~-~-3 
>.verage: 

;;c.,a- .. m 

(ftl:shington 

/":oJ. Total 

0 0 0 0 27 32,270 2 8, 7'i 

5 7,510 0 0 338 170,850 6 33,0 ' 

2 3,200 0 0 155 35,220 4 2 0 , f{ :~, 

3 5,430 0 0 291 114,440 6 . 19 '(, 

3,219 $4,840;540 584 $500,270 25,349 11,529,960 1201 
~;f),277, 

·---··-----"'"''' 
$1,503.74 $856.63 454.85 $4 f 3 9.4. fr : 

·,:-~]ka 

fd~ho 
;?'-.'''·~ ... 

levada . ., .... , 
:,54_,lion X 

4 11,500 2· 2,500 238 50,720 5 33,90 
7 8,750 0 0 145 7,150 4 22, 
2 4,500 o. 0 15 5, 540 .· 0 
0 0 0 0 12 14,160 1 

· ·,jzona 
:""'···4 
~a .. lifornia 

~Ja.ii .. 

6 14,5 133,290 
90,100 10 66,150 

243,640 17 94,010 

128,330 9 27,150 
55,330 6 '24,490 

175,780 20 124,510 

1 

12 I). 
~~ming 

~·~dion 'IX 

i 
/~M~ 
.out.h Dakota 7 

59,680 8 8,200 213 
3,250 0 0 117 
20,970 3 4,460 296 
6,820 1 2.80 311 

16,270 2 1,870 228 

1,500 0 0 293 

[ebraska 

~.· ..... \ion VIII 1' •. ~~-; ---- 
:olorado 28 
•h·>~ 

~ .. na 5 

souri 
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-. 
47 66,150 6 2,240 1,263 775,230 22 111,.030 
10 14,430 3 5,400 573 264,540 10 31,690 

120 174,530 36 24,320 444 87 ,130 33 12.8,650 
6 8,150 0 0 322. 214,360 11 64,580 
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rugged t.e r r a Ln , The area served by this FrnHJ\ office is predominantly 
Paintsville is located in Eastern Kentucky, an area of hilly, 

PATNTSVILLE, KENTUCKY 

Both county supervisors in the Paintsville and Taos offices were 
coope~ative and maintained good relationships with local lending 
institutions and local social programs. In Paintsville, for example, 
the local CA.P pushed the FmHA 504 program with its manpower component, 
which provided more than 50 percent of the labor free to recipients. 

nonprofit agency or Community Action Program. 
"Lns t i.t ut.Lona Li.z ad" pushing, usually in the form of an aggressive local 
programs are normally "passive." To be active and effective, they need 
particularly with 504, than other FmH2\ offices. FmHA rehabilitation 
originally showed a great.er amount of rural rehabilitation activity, 

Paintsville and Taos were chosen for s+ udy be cause they 

Both offices serve a large number of low-income people. 

administration of Farmers Home programs. 

of all local ~mHA offices, but they do offer some relevant infor 
mation about similarities and contrasts in the separate, local 

Paintsville, Kentucky. The results by no means are representative 
' 

and .504 programs and were conducted around Taos, New Mexico, and 
activity in those areas. The studies were limited to 502, 502 Special, 
offices to more closely examine the scope of rehabilitation loan 

HAC recently visited two Farmers Rome Administration county 

SURVEYOF REHABILITATION 
LOAN ACTIVITY IN PAINTSVILLE, KY. 

AND TAOS, N.M. FMHA OFFICES. 

·-80- 



... ..:.tee in the past several years, and all were used to complete par- 
t.i<illy constructed units. Gross income averaged $4,190; the average 

Only three Special 502 loans were made through the Paintsville 

. Qr~cial 502 Activi tv .. 

'l.'!.!re classified as "purchase and repair"; of the other 10, five could 
be classified as repair and five as rehabilitation. An analysis of the 
so2 loans follows. on the next page . 

Fifteen separate 502 loans were examined in.more detail. Five 

are at the lowest level in recent years. 

1972 was due largely to the housing moratorium, which included interest 
credit on 502. The county supervisor reports that new applications 

The 36.7 perc~nt decrease in loans in the second half of FY 

interest credit. 
that 66 2/3 percent of all 502 loans made during FY 1972 included 

Records show ,...~T- V \i V.a... ''""' .... ~- 1'··~· ..... v 

from July :J., 1972 to December 31, 1972. Forty-three loans were 
The Paintsville office made a total of 68 Section 502 loans 

502 Activit:t 

department. Cross-referral and cooperation are routine here. 
lending institutions, community action programs and the welfare 

' 

The FmHA office has maintained excellent relationships with 

detailed data is included in this report, many units observed were 
undersized, lacked inside plumbing, and were deteriorating structurally. 

to be a visible need for housing services. Although no overall 
A "windshield survey" by HAC o.f the area showed what appeared 

lmv-income and offers a scarcity of suitable building sites. 

.:;:.s1- 



NO COSIGNED NOTES 

FARM 0 
OPEN COUNTRY 6 
PLACE /w POP TO 2,499 1 
PLACE /w POP 2500-5500 2 
PLACE /w POP 5501-10,000 1 

$2,785.00 
42 

5 
6,742 
5,750 

$39.00 
7/10 

LOAN SIZE 
AGE OF HEAD OF HOUSEHOLD 
NO. IN FAMILY 
GROSS INCO.ME 
A.F.I. 
LEGAL FEES 
.INTEREST .CREDIT 
s·ECURITY 

9- Junior Liens, l- 1st lien 
LOCATION 

AVERAGES 

# INSTALLING WATER SYSTEMS (WELLS ETC.) 1 
KITCHEN IMPROVEMENTS 2 
NEW SIDING 4 
NEW HEATING SYSTEM l 
ADDITIONAL ROOH l 
ENCLOSING A PA'l'IO OR POHCH TO MAKE A NEW ROOM 1 
INSIDE PARTimnNG 1 PANELING I CARPETING, ETC. 

DOORS, WINDOWS, ETC. ' 4 
ROOF REPAIR 4 
STRUCTURAL 2 
WIRING & ELEC. 2 
BATHROOM OR BATHROOM IMPROVEMENTS 2 
MISCELLANEOUS (SIDEWALKS ETC.) 5 
ADDING A PORCH . l 
DECORATIVE OR LI'..NDSCAPING 1 

5 
5 

#APPARENTLY REPAIR 
#APPARENTLY REHAB 

10 samples 502 REPAIR ONLY 

ANALYSIS 

PAINTSVILLE, KY. 
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2 PLACE /W POP. 2500-5500 
3 OPEN COUNTRY 

LOCATION 

ALL 1st LIENS 
. SECURI'rY 

4/5 INTEREST CREDIT 

14,500 
14,400 

714 
35.4 
3.4 

4, 9 80 
4,192 

186 

PURCHASE PRICE 
LOAN 
AMOUNT OF REPAIR 
AGE 
NO. FAMILY 
GROSS INCOME 
A.F.I. 
FEES 

AVERAGES 

1 
2 
2 
2 

2 
2 
2 
1 

WATER SYSTEM 
LANDSCAPING 
APPLIANCES 
CONCRETE REPAIRS 
INTERIOR REPAIRS, PANELLING, 
CARPETING, ETC • 

SEWAGE LINES 
PAINTING 
MISC. 

USE 

NO. APPARENTLY REPAIR 
NO. APPARENTLY REHAB 

~.· .. f, 

(5 SAMPLES) 
4 
1 

PAINTSVILLE, KY. 
ANALYSIS - 502 PURCH. & REPAIR 
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(High , $ 4 , 8 0 0 ; Low , $1 , 0 4 0 ) 
Average gross income: $2,724 
Ave~age family size: 4.2 

. Average age of household head: 51. 9 7 years . 

Average loan: $1,555 
The 31 loans studied revealed these figures: 

noratorium on interest s ubs i.d.i.e s , although the 50 4 program was not 
affected. 

attributes it, at least partially, to grapevine publicity about the 
on somewhat lower levels. Activity has recently slackened, and FmHA 
liberally to moderate income families, enabling the FmHA to concentrate 
and loans and banks is good. These private institutions lend 
home improvement loans. Further, the relationship with the savings 
ment, which has increased allowances to enable families to carry 

The FmHA supervisor also works closely with the welfare depart- 

to the CAP. 

referrals are two-way, because the county supervisor refers families 
which provides free labor to over.SO percent of 504 recipients. The 
area because the Community Action Program has a manpower component 

The 504 activity has reached many lower-income families in the 

for a more in-depth look. 
in FY 1972. HAC received clearance to pull case files on 31 loans 

The Paintsville office made a total of 87 Section 504 loans 
504 Activity 

Joan was $2,167. An ana.lxs;i..s of: S.}?ecJc.:11 snz .act.Lvi.t.y is on the 
next page. 
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3500 

HIGH 

1000 

LOW 

1 

2 

FARM 
OPEN COUNTRY 

LOCATION 

PROMISSORY NOTE ONLY - 1 

FIRST MTGE. - l . 

JR. MTGE. - 1 

SECURITY 

3·490 

NO FEES. 

AF'I 

GROSS INCOME 
FAMILY SIZE 

2167 
44.7 
4 

4190 

AVERAGES 

LOAN 
AGE 

COMPLETE A PARTIALLY CONSTRUCTED DWELLING - 3 

. USE 

NO. REHAB 
(All Completions) 

NO. REAIR 

-85- 
PAINTSVILLE, Ky. 

ANALYSIS SPECIAL 502 - {3 samples) 



A summary follows. 

22 of 31 CAP manpower involvement: 
Only one note co-signed 

(High, $3,560; Low, $600) 

$1,872 Average adjusted family income: 

-86-- 



22 
1 #NOTES COSIGNED 

# LOANS :i:N CAP M2\NPOWER 
INVOLVEMENT 

2 
27 

2 
0 
0 

FARM 
OPEN COUNTRY 
PL TO 2499 
PL 2500-5500 
PL 5501-10 I 00 0 

LOCATION 

19 
12 

0 

NOTE ONLY 
1st MTGE 
JR .MTGE 

. SECURITY 

1,555 
51.97 
4.2 

2,724 
1,872 

Low 
1040) 

600) 

High~ 
( .4 80 0 
{ 3560 

LOAN 
AGE 
FAMILY 
GROSS INCOME 
A.F.I~ 

WELLS OR CONNECTION TO WATER SYSTEMS 7 
SEPTIC SYSTEMS 6 
BATH 15 
KITCHEN 4 
OTHER PLUMBING 4 
HEATING l 
ADDING A ROO:':·l TO HOUSE 8 
INSIDE REMODELING INCL··. WINDOWS, SHEETROCK 

DOORS, PANELING, CEILINGS, Er.re. 20 
FOUNDATION AND STRUCTURAL REPAIR . 7 
ROOF 8 
ADDING OR REPAIR PORCH 7 
DECORATION & PAINTING 4 
LANDSCAPING 
ELEC. 5 

USE 

19 
12 

APPARENTLY REPAIR 
APPARENTLY REHAB 

(SAMPLE 31) 
PAINTSVILLE, KY - ANALYSIS - 504 LOANS 
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504 program.were without running water or baths. Some needed floors 
and new roofs. Unlike Paintsville, 504 has not been coordinated with 

gram, with its permissive title requirements, has proven more suitable 
than the 502 programs. Most of the units rehabilitated under the 

four fiscal years. Fifty-eight were made during FY 1972~ The pro- 

504 Activity 

The Taos.office made about 135 Section 504 loans over the last 

water .and sewage systems. 
most were to complete unfinished homes, such as the addition of 
$4,000 to $6,000. Although some loans were used for rehabilitation, 
several years. The average gross family incomes ranged from 

' 

The Taos office has made 18 Special 502 loans over the past 

Special 502 Activity 

All the loans, however, were used for new construction. 
to title problems, and to the housing moratorium on interest credit. 

The Taos office pro~essed 83 Sect1on 502 loans between Fiscal 
1969 and 1972. Only nine were processed in Fiscal 1972, due in part 

502 Activitv 

matters than the 502 program. 

number of families with old Spanish r.a,nd Grants, making title clearance 
difficult or impossible. Section 504 is more permissible in title 

.more 504 loans than other FmHA offices because the state has a large 
most of them Indian or with Spanish surname. The office has used 
income guidelinE.:s. About 80percent of the people are minorities, 
with approximately 60 percent of its· families under OEO minimum 

The Taos FmHA office serves an area in northern New Mexico 

-88- 
TAOS, NEW MEXICO 



On the next page is a tabulation of 504 activity in Taos. 

Most of the work is contract, with local contractors working at 
about 50 percent capacity. 

The county supervisor reports that the program is being developed 

through word-of""".mouth, news articles, good FmHA contact with the com 
munity, and with the help of the Department of Public Welfare. 

c..1 CAP. 
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98 
3 
7 

15 
95 . 8 

$2,470.93 
$1,941.85 

$1,935.83 
57.41 
3.05 

25 
51 
57 
25 
11 
14 
10 
40 

1 

LOCATION 

SECURITY 

($6,400 - $970) 
($6,030 - $230) 

(HIG.H - LOW) 

AVERAGES 

USE 

Open County 
Pop. to 2,499 
Pop. 2,500 to 5,000 

Note Only 
lst Mtge. 
Jr Mtge. 

Gross Income 
A.F.I. 

. .1oan 
Age 
Family 

Wells and Pumps 
Septic Systems 
Bathrooms 
Other Plumbing 
Kitchens 
Heating Systems 
Electrical 
Structural 
Other 

Apparently Repair 61 
Apparently Rehab 47 

TAOS, NM - ANALYSIS - 504/LOANS 
(sample: 108) 
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. . . . 
.( 

. . . . 

ITEM Paintsville, Ky; Taos, N.M. 
A. Section 504 Loans . . . . 

1. Percent of sample- 39% 43.5% 
rehab . . 

2. Averages . . : . 
a) loan size $1958.33 $2532.13 
b) age, head of 

household 52 . 54. 5 
c) number in family: 4· 3.26 
d) gross income $2368.33 $2380.62 
e) adjusted family 

income $1570. $1787.10 
3. Type of Rehabili- 

tat ion . .. Septic systems Septic systems . 
Bathrooms added Structural systems . New roofs Well and pump . 
Flooring . Bathrooms . 
Add and repair Kitchens 

porches . . 
Interior rehab Roofs 
Siding Flooring 
Well and pump Heating systems 

: ... Heating system Electrical 
Foundation and . structural . . . . . 

4. Sample . 31 108 . . . . {12 rehab only) {47 rehab only} . . . . . . . 

Rehabilitation only) 
J\C BRIEF STUDIES IN TWO FmHA COUNTY OFFICES '(504 Program - 

-91- 



and inserting in lieu thereof a period; and (3) by 

striking out clause (D}. 

(2) by striking out", and" at the end of clause (C) 

is likely to cause a hardship for the applicant, and"; 

provement, rehabilitation, or repairs and not refinanced, 

the following: "or, if combined with a loan for im- 

(1) by adding after the comma at the end of clause (B) 

Section 501 (a) (4) of the Housing Act of 1949 ~s amended-- 

REFINANCING OF INDEBTEDNESS FOR CERTAIN ELIGIBLE APPLICANTS 

CHAPTER'V--RURAL HOUSING 

POSSIBLE OR PROPOSED LANGUAGE COVERING RECOMMENDED 
TECHNICAL AMENDMENTS TO THE HOUSING ACT OF 1949 

-92- 



SPECIAL PN 6-27-72 (6-27-72) 

ilabam.a ••••••••••••. •. ·• ••••••• S 6,100 Nevada ••.••••••••••••• $ 7,000 
Ari-zona •••••••.•• • •••••••••••• 7,000 New Hampshire •••••••• 7,000 
Arkansas •••••••••••• .: ••• · ••••• 6,000 New Jersey .•••••.•••• 7,000 
California ....•••••••.••••••• 7,000 l~ew Jvlexi-co •• -· •••••••• 6,300 
Colorado .•••••••••••.••••••••• 6,500 N~w York .•••••••••••• 7,000 
Connecticut ••.••••••••••••••• 7,000 North Carolina .•••••• 6,400 
Dela ware ••••••••••••••••••••• 7,000 North Dakota ••••••••• 6,300 
Florida •••••••••••••••••••••• 6,600 Ohio ••••••• ~. e •••••••• 7,000 
Georgia •••••••••••••.•••••••• 6,300 Okl ahoma •••• - .- ••• • •••• 6,000 
Edaho •• · •••••••••••••••••••••• 6,500 Oregon ••• - •••••••••••• 6,900 
Illinois .• ~ ....•••••.• ; •••.•• 7,000 Pennsylvania .•••••••• 7,000 
End.iana ••••••.•••••••••••••••• 7,000 Puerto Rico •••••••••• 6,000 
Iowa._ •••••••••••••••••••••••• 6,900 Rhode Island ••••••••• 7,000 
Kansas ••••••••••••••••••••••• 6,400 South Carolina ••••••• 6,400 

/ Kentucky ••••••••••••••••••••• 6,200 South Dakota ••••••••• 6~400 
l Louf.s.Lana •• ·.- ••••.••••• ·- ·- •••••• 6,200 Tennessee .••••••••••• 6,100 
\. l11ai.11e •••••••••••••••• . . . . . . . . 6,800 Teµs .•.••.•.....•... 6,000 

11.arJrl a.Tl d •• - • • • • • • • • • • • • • • • • • • • 7,000 Utall ••••••••••••••••• 6,700 
Massachusetts •••••••••••• ~··· 7,000 ·Vemont •••••••••••••• 7,000 
l1ichigall ••••••••••••••••••••• 7,000 Virginia •.•••••••••••• 7,000 
l1inne so ta ••••••••••• · •• - ..•••••• 7,000 Virgin Islands .•••••• 6,500 
l1ississippi ••••••••••••••••••• 6,000 Washington ••••••••••• 7,000 
11.i S sour i, • • • • •• • • 9 • •• • • • • • •• • • 6,400 West Virginia •••••••• 6,100 
11onta.ria •• _ ••••••••.•••••••••••• 6,900 Wisconsin ••••.••.••••• 7,000 
Nebra.ska ••••••••••••••••••••• -6, 300 "\Y:y"oroin-g ••.•••• ~ •••••• • 7,000 
Hawaii ••••••••••••••••••• _ •••• 8,000 .A.laska ••••••••••••••• 10,000 

MAXI HUM 
ADJUSTED INCOME STATE 

MAXIMUM 
. ADJUSTED IlWOME STATE 

Low-Income Families 

. . Maximum Adjusted Income for 

-93- 
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Washington ••••••••••• 
West Virginia •••••••• 

Virginia ••••••••••••• 
Virgin Islands ••••••• 

Utah ••••••••••••••.• o. 
Texas. e• ••••••••••••• 
Tennessee •••••••••••• 
South Carolina ••••••• 

·Oregon ••••••••••••••• 
Pennsylvania ••••••••• 

, Puerto Rico •••••••••• 

Oklahoma ••••••••••••• 

North Carolina ••••••• 

New Jersey~ •••••••••• 
New Mexico ••••••••••• 

Nevada ••••••••••••••• $11,900 
New ~ampshire •••••••• 10,500 

10,600 
9,000 

New York ••••••••••••• 11,400 
9,300 

North Dakota ••••••••• 10,200 
Ohio ••••••••••••••••• 10,700 

8,800 
9,800 
10,700 
8,200 

Rhode Island ••••. : ••• 10,300 
9,300 

Sou th Dakota. • • • • • • • • 10, 300 
8,600 
9,100 
9,700 

Vermont •••••••••••••• 10,200 
10,200 
10,000 
10,100 
10,000 

Wisconsin •••••••••••• 11,200 
Wyoming •••••••••••••• 11,000 
Alaska ••••••••••••••• 14,300 

MAXIMUM 
ADJUSTEu INCOME STATE 

8,400 
9,100 
8,200 

10 ,400 
10 ,ooo 
11, 900 
9,900 
9,500 
8,900 
10,200 
10,700 
10,100 
10,100 
9,800 
9,300 
8,500 

10' 500 
11,000 
11, 200 
11, 500 
10 ,600 
8,300 
9,100 
10,400 
10., 600 
12,400 

SPECIAL PN 5-18-73 (5-18-73) 
... 

Arizona.- .... _ •.........•.•.•.•. 
Arkansas .......•...•.•......• 
California .•••••••••••••••••• 
Colorado ••••••••••••••••••••• 
Connecticut •••••••••••••••••• 
De Lawa r e •••••••••••••••••••• ~ 
Florida •••••••••••••••••• ~··· 
Geo r g i a •••••••••••••••••••••• 
Ldaho •••• - ••••••••.••••••••••.•• 
Illinois . 
Indiana ...............•••..... 
Iowa .•.••....•.••....••.•..•• 
Kans a s .. • • . . . • •• " o c • o • • • • • • • •• 

Kerrtucky; , ·• ••••••••• • •• - •.••••• 
Louisiana •••••••••••••••••••• 
l-iai~e .••...•..• , .•.•••••••••• 
}1a1;)1land •••.••••••.••••••••.•• 
Massachusetts •••••••••••••••• 
l--1ichigan .•.•••.• - ••• • ..•••• · ••• 
Minnesota .....••..•••.....••••. 
Mississippi •••••••••••• ~····· 
Missouri ••••••••••••••••••••• 
1-ion ta na ••• · ••••••••••••••••••• 

~ebr·aslc.a •• _ •••.•••.• ~ •.•.••••.. 
Hawaii ~~.- •• •-• 

i 
I Alabama •••••••••••••••••••••• $ 

MAXIMUM 
ADJUSTED INCOME STATE 

MAXIMUM.ADJUSTED INCOME FOR 
MODERATE-INCOME FAMILIES 
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r ~ to this section. 

under section 235 or 236 of the National Housing Act: Provided 
i 
f further, that interest on loans under sections 502,504, or 517 to 
!' victims 'o f natural disasters shall not exceed the rate which would 
t 

be applicable to such loans under section 502 or 504 without regard 

with financial assistance from other sources including assistance 

by the Secretary of the Treasury and 1 per centum per annum: Provided, 
that·such·a loan may be made only when the Secretary determines 
that the needs.of the applicant for necessary housing cannot be met 

of such loans, adjusted to the nearest one-eighth of 1 per centum, 
less not to exceed the difference between the adjusted rate determined 

maining periods to maturity comparable to the average maturities 
on out.s t.andi.nq marketable obligations of the United States with re- 
'l'reasury taking into consiO.eration the current average market yielC. 
not less than a rate determined annually by the Secretary of the 

ilies of low or moderate income or elderly persons and elderly fam 
ilies, shall bear interest at a rate prescribed by the Secretary at 

tal or cooperative housing and related facilities for persons and faro- 

' sections 502,504, or 517 and loans, under section 515 to provide ren- 
504, 517, and 515, loans to persons of low or moderate income under 

11(a) (1) Notwithstanding the provisions of sections 502, 
to read as follows: 

(a) Section 521(a) of the Housing Act of 1949 is amended 
SUBSIDY AND ASSISTANCE PAYMENTS FOR LOW AND MODERATE INCOME TENANTS 

SUGGESTED SAMPLE LEGISLATION 
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Fund by annual appropriations (1) the amounts by which payments 

·< 
u(c) There shall be reimbursed to the Rural Housing Insurance 

"502 or" and in~erting in lieu thereof 0502, 504, or". 
(b} .Section 521 (b) of such Act is amended by striking out 

the end of the next fiscal year. 
1 the Secretary for making such assistance payments through 
\~ 

funds may be-credited to the appropriation and used by 
collected in excess of basic rental 6harges. These 

(b} The project owner shall accumulate, safeguard 
'~ and periodically pay the Secretary any rental charges 
{~~ 

_.i J tenant(s) income which shall be used to determine the 
amount of assistance for each project. 

annually a budget of operating expenses and record of 

(o) The owner shall he required to provide at least 
under Section 514 where such assistance may be up to 100% of units. 
not be made for more than 60% of the units in any one project, except 

exceeding 25 per centum of income. The Secretary shall limit such 
assistance payments to multi-family housing projects. Such supple 
mental assistance payments shall be made.on·a unit basis and shall 

low-income occupants at rates commensurate to income and not 
the owner of such housing rentals in order to make available to 
income,and may make, and contract to make, assistance payments to 
housing and related facilities·for persons and families of low- 
and sections 514, 515 and 517 to provide rental or cooperative 

(2) the Secretary may make and insure loans under this section 
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made from the fund during each fiscal year to the holder of insured 
loans described in subsection (a) exceed payments due from the 
borrowers, and (2) the amounts of assistance payments made under 
paragraph (2) of subsection (a), during such year. The Secretary 
from time to time may issue notes to the Secretary of the Treasury 
under section 517 (h) to obtain amounts equal to such unreimbursed 
payments, pending the annual reimbursement by .appropriation." 
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provide housing and related facilities. 
tance to nonprofit corporations or consumer cooperatives who 
erate on a nonprofit basis and which render services or assis- 

expenses of up to 2% of the aforementioned costs, approved by 
the Secretary. Such fees and charges may include payments 
of qualified cons~lting organizations or foundations which op- 

and improving the necessary land,.including necessary and 
appropriate fees, and charges including initial operating 

new or existing housing and related facilities and purchasing 
constructing, purchasing, improving, altering, or repairing 

(dj (4) t.i1e term "development cost:; means the costs of 

the Secretary from making loans to acquire members equity 
interest in ciooperative property under (a) of this section. 

(b) (6) No provision of this subsection shall restrict 
after October 1, _1975. 

(b) (5) No loan shall be insured under this subsection 

/ ·(b) (1) No loan shall e~ceed $1,000,000 or the development 
·cost of the security, whichever is least. 

Sec. 515 of the Housing Act of 1949 is amended as follows: 

DIRECT AND INSURED LOANS TO PROVIDE HOUSING AND RELATED FACILITIES 
FOR ELDERLY PERSONS AND FAMILIES IN RURAL AREAS 

POSSIBLE AMENDMENT TO PROVIDE LEGAL AUTHORITY 
FOR FmHA TO INCLUDE INITIAL OPERATING 

EXPENSES WITHIN DEFINITION OF DEVELOPMENT COSTS 
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next agreed annual or semiannual remittance date; 

Secretary, [prepayments] payments other than final payments 
need not be remitted to the holder until due or until the 

the date of transmittal of any such [prepayments] payments 
to the h6lder of th~ note; and in the discretion of the 

[prepayment) payment by the borrower to the Secretary and 
ment under this section accruing between the date of any 
is entitled in accordance with an insurance or sale agree- 

(1) to pay amounts to which the holder of the note 

section 514 or 515(b), except in conformity with this section. 

(j) The Secretary may also utilize the Fund-- 

this section, no new loans shall be made or insured under 
Rural Housing Insurance Fund, created by subsection (e) of 
tion of ninety days after the original capitalization of the 
such requirements to be sold and insured. Upon the expira- 
(a) and (b) (4)), 524, and 526, and may make loans meeting 
(a) (3), (a) {5), and {b)), 515, (exclusive of subsections 
the requirements of sections 514 {exclusive of subsections 

pursua:z:it to a commitment entered into before that date; 
and (b) The Secretary may insure loans in accordance with 

shall be insured or made after October 1, 1973, except 
' 

5 per centum per annum; but no loan under th.is paragraph 
(a) (1) (b) bear interest at a rate not to exceed 

Section 517 of the Housing Act of 1949 is amended as follows: 

INSURED RURAL HOUSING LOANS 

SECTION 517 CHANGES NECESSARY TO PROVIDE FOR 
IMPLEMENTATION OF OTHER PROPOSED CHANGES 
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{3) change the period at the end to a semi-colon 
and add 11and11 

(4) to make assistance payments authorized by sec-, 
ti on 5 21 (a) ( 2 ) . 
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progress of this project over a two year period. 
The attached questionnaire provides some information on the 

low-income residents. 
in construction skills and to improve the housing conditions of 
power Subsidy Grant for the purpose of providing job training 

In 1972 the Mid-West CAP applied to OEO for a Housing/Man- 

· · The Project 

3) a high incidence of sickness· and disease, because 
of the poor and unsanitary housing conditions. 

2} poor housing conditions where 31% of the houses 
are deteriorated with bad roofs, floors and walls; 

1} a high unemployment rate of 7.6% compared to 
the State rate of 7.2%; 

The major problems of the area are: 

rural areas. The area is inhabited primarily by Indians and 
·Spanish surname people. 

munities ranging from Belen with a· population of 20,000 to smaller 

McKinley, Catron and Socorro Counties. The total population of 
the area is 95,780. The area covers both rurdl and urban corn- 

CAP Agency serving a four county area which includes Valencia, 
The Mid-West New Mexico Community Action program is a rural 

The Area 

MID-WEST NEW MEXICO COMMUNITY ACTION 
HOUSING/MANPOWER SUBSIDY PROGRAM 
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4) When applications were closed in April ,the trainees realized 
that they would be losing their jobs, since no provisions 
for continued employment were made. They reacted by moving 

.very slowly Dn the last jobs, in order to extend their 
employment. 

3) The turnover of construction supervisors was very high, 
due to the inadequate salary scale. This turnover, 
obviously, slowed progress and had adverse effects on 
the morale of the trainees. 

2) Within the DOL structure, there was confusion between 
the regional and national offices. In the beginning 
the national office attempted to run the program without 
the regional office's cooperation. Eventually the regional 
office acquired primary responsibility. 

1) Conflicting guidelines often impeded the progress of the 
project, because two federal agencies (DOL and OEO) 
were involved. 

Some of the major problems that arose were: 

Maj or Problems 

3) Interviews with trainees and the foreman indicate that 
this program has generated thousands of dollars in 
donations of material. The donors range from supply 
houses to relatives of the applicants. 

I 
' 

Allof the applications submitted to Fn1HA were approved. 
The reason for the blanket approval was the existence 
of a citizens committee headed by the community liaison 
·staff. The committee selected the applicants who were 
eventually referred to FmHA. 

2) 

Some of the major advantages have included: 
1) All of the Homes rehabilitateC: were financed under the 

FmHA 504 Program with a maximum 1% interest credit. 

1·1ajor Advantages 
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5. What was the condition of the homes? (Describe. generally) 
The homes were in a complete unsaf~ condition; in almost a11 ca~es 

a complete roof on the dwelling; plumbing facilities in most cases 

had to be installed and additional rooms because of the ayer crm.:.UJ::..d 

s i t ua t ion, 

(30) Completed - Two in progress. 6/72 to 6/73 Thirty. 
4. How many homes have been rehabilitated/repaired in your program? 

RECIPIENTS (Please answer all applicable questions for FY 72 and 
FY 68 ~ 72) . 

·(See Attachment No. 1) 

3~ What percent of the families in the area are within OEO 
guidelines? minority? (maximum of $4,200/family of 4;. $4,925/ 
family of 5; $5, 550/f amily of 6; etc.) · · · · · · · · · · · · · · · 

2. Geographic area served? County(ies) .Socorro, Valencia, Catron 
.. Mc Ki.n I'ey (See Attachment No. 1) 

[] 
[ J 

Bank 
Other 

Government Agency 
Nonprofit 
CAP 

1. Type of Organization? 
GENERAL 

Telephone Number:~~s~o_s~~~-=--.-~~~~8_6_5~-~9_6_9~7~....-~~~~~~~~~ 
(Area Code) (Number) 

(Zip) 8703] 
(state} 
' 

New Mexico 
(county) (city) 
Valencia Los Lunas 

Address:Field Office; P. 0. Box 538; Main Street 
Organization: Mid-West Cornmnnity 

Position: Community Liaison/ 
Program Coordinator 

Action Agency; Grants, New Mexico 

Nick Carrasco 
Date June 5, 1973· 

HOUSING ASSISTANCE COUNC.I~, INC. 
RURAL REHABILITATION/REPAIR EVALUATION QUESTIONNAIRE 

-103- 



in New Mexico is a problem. Especially in rural areas. 
FmHA was very cooperative in this aspect, in that clear titles 

11. What security arrangement$ have been taken for the loans? Problems? Property mortgage - best lein obtainable 

families have received the 1% interest credi~. 

What percent of 
All 32 approved 

10. Have the loans involved interest reduction? 
the families have received interest credit? 

See current report for other statistjcs 
All applications submitted to FmHA recejved Joans (100%) 

Where families did not qualify - applications were sent to FmHA for 
possible 502 loans. 

9 •. what percent of the families have received grants? loans? 

[] 
[] 
[) 
[] 

Bank Loan? Conventional 
115 Grants? 
312 Loans? 

· Other (List) 

[] only 1 
~] strictly 
tl 
[] 

FmHA 502? 
FmHA 504? 
HEW 1119? 
Title I? 

8. What has been the families1 source of funds to pay for the 
rehabilitation/repair? 

anglo received a rehabilitation loan. 
ADMINISTRATION 

99% approximately 15% Indian; the balance spanish surname; one 
7. What percent of the families served are minority? 

k] 24 - 7 5% 
[\] 8 25 % 
[] 
[] 
[] 

Under 2000? 
2000 - 4000? 
4000 - 6000? 
6000 - 8000? 
8000 and above? 

6. How many of the families served fall into each of the fol+owing 
yearly gross income .r anq e s? 
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19. What has been the average time/unit necessary for completion? 
Approximately four weeks per unit. 

18. What safeguards have been used to insure good qual i.t.y work? 
Job foreman never leaves the job, once foreman is assignid to each 
crew of trainees .. Job foremen are directly responsible to project 
director. 

· 17. Who has monitored the quality of the work? Dwellings are FHA 
·inspected; the project director is a licensed contractor, and he 
monitors all work performed - FHA inspector. 

supervisor 
16. Who-has supervised the work? Job foreman and construction 

community me~ttngs - 
15. How have the families known of the program? newsnaner coverage_.:.--~-· 

14. Who has been the sponsoring group other than contractor? 
Community Action Program~ R&D Grant 

All labor "by manpowef trainees; plumbing & electrical s11bcantracted 

12. What type of work has been done? (Give approximate numbers) 

Porch [] 0 Electrical J<} 6 
Paint [~ 4 Plumbing £<l 15 

Interior bl 4 Heating £<l 3 
Exterior [] 0 New Rooms I<l 12 

Roof [~ 24 Other u 
13. Who has done the work? 

I above [] Local Contractors Lxl Combination of 
Manpower Trainees [x] Other '(list) [) 



., 

Po s i t i on o f pro J. e c t d i r e ct or . Tl t t J t t · 1 · ff. · 1 t 1e :o :n . wage s rue ure 1 s c 1 ~~Jen to 

24. W'hat kinds of problems have caused the most trouble?' 
The turn-over in staff positions, mainlv the contractor's job; .~Q,000 

a year is not nearly enougl1 to attract a general contractor to the 

EVALUATION 

. 
familyother than the amount of.the actual loan. 

grant criteria. There has never been aoy other additional co5t to the 

23. How have overhead .costs been covered? How has this effected 
the cost to the family? All overhead Coste; are covered 'lfi tbi_n the 

---1Jl1Ls..i.J. .... bu.C;.J.O.l.Jn.J...t ..... r~·;:i.{..;c-h.{.,)..;i::.. _ 
1,300 foreman - project dir~ctor 
1,200 manpower trainees 

$ 1,,400 Materials? 
Labor ? 
Supervision? 
Other? 

22. What· has the cost breakdown been? 

21. What have been average total costs/unit? Actual loan costs have 
averaged about $2,100 -- $2,500 subsidized labor. 

COSTS 

Clerk's office, County ·Assessor Building Inspector's, etc. 
tremendous help to the program. Welfare office, FHA, County 
The help and assistance the agencies have given has been a 

20. Has there been cooperation between different agencies? 
Describe (including problems encountered, combinations of 
loans and grants, etc.) 
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28. Have others in proximity to those houses repaired been prompted 
to make repairs? Yes - This has been the best means of communication 
that \ve have had. People just don't want to yield their deed until 
they s6~ someone else do it. 

performance record. 
a larger construction crew would definitely give us a better 

27. If larger grants or lower interest rates vze re available, could 
more work of an essential nature have been performed, i.e. 
health, safety, comfort? With an improvement in our placement 
of trainees and the capability of having more trainees giving us 

than the approval of FmHA is much to long. More of a contribution 
from public officials. 

of the screening system. Time element in one screening system and· 

- c ,... .:... ~ ~ !""'" -- -..... L -- ,.., ,,,,_ --- _, - r: _c -- -- .L- B - t '- e I' S -- '1 ....... • ., .. § • - v.._ u. '-V!H.-cu1-.1.a1-<,;;u c:.Ll.V1L.. e L. d.Ldlleu posicio11s. And restructjng 
26. What improvements would you suggest? A cut down in territory more 

25. What have been the main advantages of the program? 
No labor costs to the home owner. Providing a sanitary and decent 
place to live. Providing jobs. and the opportunity to be trained 
and acquire a skill. 
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services. 
need is there and it wouldn't hurt to look into broadening our 
at the points to where they have become very knowledgeable. The 
would be 100% more effective the second year. The trainees are 
·time for the fear of running out of a job. The construction level 
·of only two houses left to complete, the work crewsare taking their 

30 .. What level of production are you working at now, compared to 
what you could if construction capability and funding restrictions 
were removed? In other words, what are the limits on av:ailable 
units for .r:ehabilitation in your area? At the present time pro- 
duction is very slow due to the fact that because of the balance . . . 

to get the plumbing and electrical work done promptly. 

29. Are there enough contractors operati'ng in your service area 
to perform the work? Eastern Valencia - yes. In the other 
three counties; Catron, Soco~ro, McKinley, it has been difficult 
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Problem: When an elderly family received a loan, many 
times this caused them to think that they were supposed to 
have gotten a complete remodeling job. Trai~ees had difficulty 
with home owners. 

In 'addition to comments on question #24 of the question 
naire: 

1 co~nunity liaison 
1 job developer 
1 counselor 
1 project director (general 

contractor) 

29 manpower trainees 
2 packagers 
1 secretary 
4 foremen 

33. How many people are included in the administration costs? 

Remove the concept of the manpower training program (sub-· 
sidized labor) and you would have the same effect as the 
115 grant or loan. With 150 or $2,500 done by a contractor, 
not much could be accomplished. 

' install new roof, a bathroom with fixtures, 
plaster, stucco, paint, etc. 

new roof or bathroom $1,500 
$2,500 

32. What kind of repairs can actually be made with the amounts 
of the loans: 

31. What is the comparative cost? Manpower vs Contractor? 
We have never made a comparative cost analysis. 

RURAL REHABILITATION/REPAIR EVALUATION QUESTIONNAIRE 
(Continuation) 
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. .· ... - .... ~- . . 
. " ·~ . 

.·,;.·-:_ . - . - -·~ . .. ,;..·-. · .. 

Members of our staff have ad.'ninistered major federally 
aldGd rehab progr2x;s and , during its first two years, HAC 
has azsist~d several. hundred rural housing development 
organizations - publ~c and non-profit. 
Our. experience has ahown that the programs adltlnistcred 
by HUD rarely reach coEnunities of less than 25,000 popula 
tion. Accordin9ly, the benefits of the Home Preservation 
Act (hereinafter called !iPA) will not reach rural l'.nerica, 
where 2/3 of the courrcry ' s substandard housing exd s es , The 
solution, in our view, is to amend tha bill· to designate 
tha Farners Horae Mr:l.inistration as the primary agent under 
the Act for cor::::iunities of less than 25,000 po9ulation or 
to provide for HUD to .re-<l;;;lego.te authority to ad.cinister 
the provisions of the i\ct in rural areas and small towns. 
Wa believe that onG of the most inportant aspects of your 
bill is the provision of direct.federal loans in titles II 
and ~II. In our experience, it is those of litlited Lncome 

At the request 0£ your office, we pave reviewed.the Homa 
Preservation Act of 1973, which we find to be a very 
thoughtful picco of legislation. 
Our review has been fr~ two vantages. The first is how 
effect.i ve Ly will the bill serve rural 2\ .. ~erica? {1:?Ji..C is 
a national non-9rofit organization, federally-funded to 

. eezist d~liv'::!~·"'/ -:-f h.:cusi~g aid to thi? rural pooz s ) 

Secondl::l 1 we have addressed the question whether the 
techr1iqu0s of the bill \?ill aid rehab.i.litation efforts 
generally. · 

Dear S~nator Taft: 

The Honorable Robert Ta.ft,. Jr • 
. senator from Ohio 

.Old Senate Office Building 
'Room 110 
WashL'l'lgton, D.C. 20510 

June 12, 1973 
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. .,, 

; .. -, 

Incidentnlly, el<lcrly honeovnexs :Ln. those neighborhoods or 
rural az-cas , \"lh'.'!rc e oandoniaenu and <letorioration and substa."1.c.lard 
housing axo prevalent tend to b(~ of very low-inco::i.e and only 
grants will bririg about neo<lt~d repair or rehabilitation under 
authorizations such as 115 and that sought for 504, as discussed 
e.bove. 

However,. \'10 fo<'.':!l that such loans arc more need.ad, and more 
desired, by f3:,·:ilia$ vho wish to undertake up-grading of 
their rroperty o t t cn ili th Labo r of their o~.-m, t.han by thG 
elderly, to who::t the coverage of title I! is lirtltcd. The 

·experience with the 312 rehab loan program in urban conserva 
tion and cod~ c41forc2r:1-:;.nt progrul:'.s is that the elderly of 
limited inco:;;e;;.; az e re Luc.can c to cor:.:ruH: thenselvcs to debt 
to irr1provc th~ir pro~1ertics. 1'hL~ was so even when up to 

. $3500 of rehab costs weru covoircd by a g-rant under section 
115.. He would strongly :recorxmond th.at eligibility under 
title II be enlarged to include fanilies, perha9s li:rd.tcd to 
tltose of low and r.:odernte income as defined for puzrpone s 
of other housing aids, such as for 235 or 236 or for the 
comparable 502 and 515 program::~ of the Farmers Homo ,\cministra 
ti.on~ If rehab is to accmnplish co~rehensive neighborhciod 
or area prcsor·v.-ttion or rejuvenation, th.!~ f~dernl aid cannot 
be lhr.ited to only certain kinds of residents.. The dividing 
line should be. by Lncome , in our vim'l, na~ely aid for all 
those who cannot afford to preserve their properties regard 
·lesa of their age or physical handicapns 

who have the problem of obtaining ftL"1t1.s for rehabilitation 
or for meeting housing financial emergencies. 'l~his is due, 
of course, to their low-incom0s but. is also attributabl!?i · 
to tho fact that t..11eir properties frequently c~:ist in de 
clining areas where private credit is u...~available, costly 
or restricted. Only direct federal. Loan s are realistically 
available for such µersons. This has beon ahown L11 uzban 
area::t in the ndninictra.tion. ·of f c.::.1zrally assisted conserva 
tion 'and code enforce;-,1cnt progra:':1s and in rural areas in 

.the use of 5 04, ~':hich can be obtained only when no other 
form of ere.Ji t is available. r,1oreovcr, the l0i1ter interest 
ratG from direct fcueral Loansr {a) is a significant indt1ce• 
ment; to rehnbilitu.t;2) and (b) avoids the costiL:.ess to t~i.e 
taxpayer of i;1terest subsidies, {see Comptroller Staats 
testimony before Joint :sconei-nic Coi}":rnittee). 

I 
:\ 
'\ 

ur. The Honorable ?..obert Taft, Jr. 
June 12, 1973 
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Wa wish to call to your attention an mltcrr.ativc and perhaps 
sinpler way to aid rchabili tatio:n fo:.: rt.i:ral lm1-incor.1B home-e 
owns.rs through i..7.7.'-x.:ovcr:~ents to the progra..11 providod for in 
the e;'!:isting sccti.on 504 of. the I!ous:tna Act of 19·19, as ame.."1.ded .. 
Section 50·1 · providc~s fol". lo~ .. 1 L"ltorcst, ~ diract federal. Loann 
with 10 yen':{: ter1:u3 and for grunts up to $3500, for rehabilita 
tion# through t.ha Farrn.ers Home J1dr:tlnistration.. Briefly" 
lengt1'1~ning the ten:s of the.s'2 Loann , thus reducing the size 
of morrt.lrLy paymerrt a ; ·would enable moz e l.""U.ral persons to afford 
undcrtakL'"lg rehabilitation.. F1..rrtha1~;. if the grant provisions 
of 504 wcro funded, truly Low income honeownez-s coald undex+ 
take property prc~crvation .. '?hcso changes wouln put rural 
areas on a parity wi ~11. current urban progr<:LT1S, -which have 20 
year 'Leans and funde{l $3500 c;r.anta under section:l 312 ? ... nd 
115, re~r~ctively~. 'l'h•::m, us i.n« th~se loan and grililt aid:is, 
separat~ly or in cmnhination, lm-r-incc:.:io rural fa:;-.1ilies could 

••• !., ,.., . 

Past experience with fec!orally-aidcd rehabilita.tion progra."ns 
has snoi .. rn the need for public agency involvc!:ccnt to polic~ 
use of the fcc3eral aids to inr;iu:e. competent and qttali ty "'"Ork 
and sound adrrrinistration., we: beli0ve that, for rural arcns 
at least, stater reqional· and county housing agencies and 
aut.horitic!l should be assignC<..:1 the rola of adninistering tho 
programs, sul.X)rvised by Fl'O.!L~. · 

b) 'fhe definition of "ne Lqhboxhoods and arcaslt covered 
by UPA, as contained in the pro~.xiced 244 (d) (2), seems 
urb<ln oriented., So r::uny rural arc.as could be said not 
to have "aufficicnt ?Uh.lie utilities and services etc.,.n 
that the progran' s usefuL'le~s in rural .merica. wou.Ld 

· bhe greatly dimixiished. 

We t.~uld confine tJ1e definition to 114easonably stable" areas., 

a) Title I, oec. 101, adding sec. 244 (c) (2), appears 
to exer:tpt structures rchabili tated with the aid of 
the HP;~ fro:n ;:1eeting building co<le standards. TJ'1io, 
we believe, could be a r;erious error. 'l'he IP;;A chou.Ld 
encouracre the aclo!.ltic!l of basic rehab standards. .... - .. Federal aid should not be extended for housing repair 

. ·which docs not relate to improving the structural 
soundn~sn of a house and/or its saf:ety and healthful 
ness. Otherwise, tho condf tions whic11 contribute to 
abandonment are unchecked. 

''.·· -.-. 

Sona specific observations on tho language of the bill 
arei 

-Lrz 
The Honorable P-obert Taft, Jr. 
June 12, 1973 
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be i James Neville 
Arnold Ste.rnberg 
Art Collings 
Senior staff (l!AC) 

Enclosure: 

Gordon Cavanaugh 
Executive niroctor 

·~· ...... -~ ~ ... '-, 

Respectfully, 

lL.\C would like to be of furb~ar help to you and your of fies 
after th~se co::\::1'3nt.n have been reviewod. I believe further 
discuzsion.s with your staff would be useful.. 

Your bill, WG believe, has a nu.'t'J)er of new and highly use 
ful provisions and , subject to the above commentis , ~e applaud 
it. Wa do th.ink the language cf the Act may need closer 
review and that additional attention should be paid to thei! 
relation of t.~3 progra!us :i.n thiz bill to e;i:.isting provisions 
in the national housing legislctlcn, so that adoption of HPA 
would not add to an ulr~ady conp Lex ai tuation. 

As you know, rehab and repair aids, particularly the grants, 
are even r;';Ore important in rural areas where Lncomc s aze 
lower, housing choice rnore liIT.i ted and ai:tachr:'.en t. of one" s 
land stronger. t11an in urban and suburban areas .. 

afford to make c'lezperately needed property repairs. En 
closed is a copy of a study by our staff setting forth these points. 

I 

\ ~Honorable r1.0bert Taft, Jr. June 12,. 1973 
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