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ties' will be thel enormous vigor that a dive: \- ed “homebuilding industry is
capable of prodaeing.

The credit n,s#xstance of FHA morigage insunance is-needed if private enter-

" prise-is to fulfil} its-poteuntial role in the development of new communities, and
if new communities’ are to ‘offer in full micasyre: the benefits of economy and
diversity andgood living that are their promise. f

One of the most persistent problems of the gmall builder (who may wish to
build perhaps:10: or 20 houses a: year) is the difficulty of securing a steady
supply -of reasonably priced improved bmldmg lots. They simply do not have
the cash or credit facilities 'or even the time needed to undertake a land purchase
and land imprévement program to supply thent with an-even flow of good/ build-
ing ‘sites 'in" wéll-planned large subdivisions in attractive new:communities.
The homebuxlding industry as a whole. is finding it increasingly important to
market hou n-the basis that the entire nejghborhood or the entire new com-
munity: will 'grovide” unusual ‘attractions ‘for| the home: buyer. . This trend. in
the industry: toward large ‘seale ‘planned development ‘becomes increasmgly ap-
parent every building season. "~ - :

The progrdm of FHA' mortgage: insuran i-for. land development for new
communities can be helpful to small builders in’'a number of ‘ways. - For éxample,
under this program the small buildercan joinfwith-other:ymall builders to acqmre
and jointly develop a site commensurate with their combined needs and: capaci-
ties for sevetal years of home construction. ; The ability to pool equity and the
eligibility of fees for professional services under the land: development mortgao'e
enable the small builders to retain competdnt technical land: development staff
for the joint operation. : Bach builder, however, can retain his individnpal build-
ing and salés operation with respect to hi -owWn. lots ‘within the larger project,
and all can ghdre in the profite on 1land for: mereial property within the project
made valuable by the aggregation of new faigilies-

Another way in which small builders ay participate is by purohasmz the
desired number of contiguous lots from land developers who are not themselves'
homebuilders, -Without the ‘benefit of A& eredit assistance, such land -de-
velopers ‘are: often forced to: pbtaln credH cking or other partimpation from
large- or medinm-size homebtilders in o ér to- enable’ the land deVelopers to
obtain the funds with® which to prepare gites:in a large development. In the
case of large new communities, even mo¥ré extensive backing or participation
is required from large homebuilder: orgaﬁ‘lzations In return for such backing
or other participation, the land developér must normally make firm commit-
ments to the participating homebuilders under which: the latter will have first
choice of] the best blocks of improved 16ts, thus leaving random and inferior
lots, “if: #hy; ‘to: smalter builders. The ayailability of FHA mortgage insurance
will in/veéry many cases make it unnecegsary for land developers to make such
advance icommitments to:ldrge- and me¢diam:-size builders. Instead, the land
deVeloper can carry the sité preparation stage with the insured FHA mortgage
loan: sell lots on the free market; and thereby make addltional improved lots
avallable to smaller builders.

The increased availability of credit for rational and orderlv development will
result in an increased supply of improved building lots at cheaper|prices for all
builders. Thus, the betiefit to smaller’ builders will not be at the expense of
mediuni-size ‘and ‘larger builders, but rather will result from overall increased
production of good building sites for the market as a whole.

Under existing law, the Secretary is directed to adopt requlrements necessary
to encgurage broad participation by btiilders in the land development program.
Title 11 contains a’ clarifying amendmdnt to the effect that partlmpation of small
buildéys in the program isparticularly §o be encouraged.

The/planning criterin £6r the ‘existingland development program would also be
appllcilble with respect to/new communities. In all cases, the criteria established
by the Secrétary wotld have ‘as thélr purpose reasonable assurance that the
process of comprehensive planning f 1t the area where the land is situated in-
cludes, as a basic part of that process, provisions for making the planning efféc-
tive. - This is important so that the proposed development assisted by the mort-
gage insurance will in actual fact be compatlble with the present and projected
development of the wider area where the land is situated.

In ‘the case of'a new community, the criteria would contemplate a’ comprehen-
sive plan for a larger urban area to demonstrate-the interacting relationship be-
tween the new development and othpr communities in the urban area, including
major central cities, major employtent centers, major open spaces and recrea-
tlonﬁl areas; and intercity trangport#tion facilities.




