HOUSING IN THE 1950s

New Families

At the end of World War II, soldiers returned home, took brides, and started families. These new families needed housing. With wartime controls lifted, consumer and mortgage lending rose. Using Veterans Administration (VA) and Federal Home Administration (FHA) loans, banks could insure their loans to qualified home buyers through the federal government: if the home buyer defaulted the government paid off the loan. Banks in the West, in particular, used huge savings pools accumulated by eastern insurance companies to fund new loans. By 1953 the number of Americans owning their own homes climbed to twenty-five million, up from eighteen million in 1948. Throughout the decade Congress provided greater opportunities for individuals to buy homes by lowering the down payments on FHA-insured loans and increasing the limit on purchases from other agencies or investment groups by the Federal National Mortgage Association on the second-mortgage market.

Housing Boom

The boom in home construction, especially in the newly developing West, came through a unique set of circumstances. Cheap water, made available by government water projects and dams, made land inexpensive to develop. At the same time, eastern sources of investment funds, particularly insurance companies and savings banks, suddenly had no outlet for their mortgage loans. As small a mortgage lender as the Arizona-based A. B. Robbs Trust Company (which could barely scrape together the $100,000 net worth the FHA required to make FHA-approved loans) quickly amassed $30 million worth of mortgages it processed each month. Whereas few eastern banks or savings and loans took the lead on FHA mortgages, the West had always recognized the value of such instruments: in the 1930s tiny Valley National Bank of Arizona was the eleventh largest FHA lender in the United States.

Expansion in the West

Growth in the housing market in Phoenix and Los Angeles reflected the West's expansion in general. Between 1954 and 1960 housing in Phoenix rose by five thousand single-unit dwellings—in 1958 Arizona ranked eleventh in the nation in new home starts, with sixteen thousand—while Los Angeles witnessed a sharp rise in the number of multiunit houses (an increase of thirty-three thousand between 1954 and 1959). California's savings and loans and its insurance companies accounted for most of the new residential lending by 1951, the banks already having been eclipsed. But the ultimate source of funds was the FHA guarantee that stood behind the loans: in 1951, 23 percent of the $677 million FHA and VA mortgages bought nation-wide were linked to properties in the Golden State.

Rent Control

If FHA and VA loans allowed more Americans to own their own homes, large numbers still rented. In large cities rising rents for high-demand apartments led many policy makers to implement rent controls. As a result, a growing portion of the U.S. population lived in housing covered by federal rent control (19.8 million people, or 12 percent of the U.S. population as of July 1952). Although that marked a decline from the 1949 level (some 23 million), rent control had become a way of life in large cities. In eastern urban centers especially, rent control made it cheaper to rent than to own, and development in the East was stifled. The debate had shifted from whether rent control was a proper policy to how far rent control should be implemented. Few saw the truly damaging aspects of rent control (as the cause of urban abandonment, for example) until the 1960s, by which time the entrenched special interests that benefited from rent control could outvote opponents systematically.
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