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SUMMARY

In the fall of 1962 the New York City Commission on Human Rights
initiated an extensive investigation of real estate practices and prop-
erty transactions in the East New York section of Brooklyn. This investi-
gation was undertaken in response to a substantial volume of inquiries
and complaints from individuals and organizations in the neighborhood,
who were distressed by a pattern of operations and activities commonly

~ described as blockbusting.

In the words of a national official of the NAACP, persons who
engage in blockbusting seek . . . . “by deception, manipulation and the
instilling of fear and anxiety, to induce white people to seli out at the
lowest possible price in order to exploit the desperate need of colored
people for a place to live and charge them exorbitant prices.”

This investigation, which led to a series of public hearings on
blockbusting, the first ever held by any governmental bedy in the
nation, revealed sordid patterns of racial and economic exploitation of
New York City families desperately seeking decent places in which to
live. The information developed from this investigation and public hear-
ing, and which this condensed report presents, is vital to the deter-
mined effort of the City of New York to achieve a truly open housing
market free of artificial barriers based on race, color, creed or na-
tional origin. The Commission’s findings and recommendations which
comprise the major portion of this report must also, in addition to their
import for governmental action, be regarded as having serious implica-
tions for responsible leadership in the real estate industry and in the

- banking and lending community which engages in mortgage financing.

The East New York section of Brooklyn has been described as one
of the most improved areas in that borough. The area, consistent with
patterns that have cheoracterized the residential growth of many
neighborhoods in New York City, has experienced many changes in
population. Originally settled by families of Italian descent, it pro-
gressively. has been occupied by Jewish, Polish and Greek Orthodox
Russian families., During the past decade a small number of Negro
families also has been attracted to this predominantly white community
and the neighborhood has enjoyed this pattern of racially integrated
living in peace and quiet.

According to the testimony of residents, the East New York Section

has many attractions that make its inhabitants reluctant to move else-
where. Although many houses are 40 to 50 years old, the community
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A detailed analysis of 11 specific properly transactions in the
subject area, selected at random, revealed additional facts. This infor-
mation dramatized the fact that blockbusting activities are as exploita-
tive of the sconomic interests of white home owners as they are of the
economic disadvaniages of Negro and Puerto Rican home buyers.

- These financial transactions show thot:

(1) Although the average price paid by a speculator to a white
owner was just under $12,000, the averuge resale price paid

by a Negro purchaser was $20,000

(2) The assessed valuation of all but four of the eleven properties
was less than $10,000, the highest was assessed at -$14,000.

(3) The estimated fuir market value of the - elaven properties
ranged from $8,125 to $13,125.

{(4) Prices paid by Negro purchasers exceeded fair market value
anywhere from 28.5 percent to 118 percent. le average
markup was 73 percent.

(5) The interest rates paid by the Negro home owner for morigages
on his property were spectacularly higher than they would
have been if he had been able to finance the purchase of his
home through an FHA of VA loan or through conventional
lending channels. -

Nty -
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FINDINGS AND RECOMMENDATIONS

The information developed by the City Commission on Human Rights
in. conducting its investigation and public hearing of blockbusting
activities, presents an unsavory picture of exploitation of racial preju-
dice for private profit.

The hearing provided insight into the conditions under which block-
busting thrives. It spotlighted the ignorance and latent prejudices of
many white residents of a once stable community that made them
easy prey fo panic when the neighborhood began to change. It high-
lighted the desperation of minority group families whaose difficulties in
finding homes at prices they could afford were compounded by a
prejudice that made them unwelcome neighbors and forced them to
pay exorbitant prices for properly that was worth substantially  less. .

While it is true that sellers and buyers both were victims of un-
scrupulous real estate operators, the fact remains that these operators,
in turn, could not have flourished without the benefit of the adverse
set of social and economic circumstances, which still plague most
minority families in their efforts to obtain ‘decent housing. These social
conditions are represented in the confinved prejudice ond intolerance
which denies the right of Negro and Puerio Rican families to bargain
freely in an open housing market. The economic condifions, no less

difficult to overcome, are the end result of inequality of opportunity in

employment and resiricted access to normal mortgage financing re-
sources. '

1t also should be noted that the blockbusting studies undertaken by
the City Commission on Human Rights clearly revealed that real sstate
operators and net state licensed brokers predominate in this shady
market.  While the incidence of involvement by licensed real estate
brokers in the subject area was noticeably limited, the impression
emerged with equal clority that the reol estate profession generally
is equated by the public with oll who deal in the purchase and sale of
homes. This interpretation on the part of the general public has serious
Implications for the image and prestige of the real estate industry and
it would seem to indicote that the profession must share an interest
with the City Commission in the prompt correction of the problem of
blockbusting.

The some reasoning applies with equal vaﬁdify to the banking
and lending industry in the City of New York. The image of the entire
industry, which has the obligation to serve the whole market in com-
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pliance with ldw, is affected by the malpractics of a substantial por-
tion of it which daeclines to make available adequate morigage finan-
cing to Negro and Puerto Rican families.

The Issue of morigage finanding, and its availability fo moderate

income_minerity families bent upon purchasing their own homes is cen.

tral to the whole problem of blockbusting. An appeal to the ignaronce
and prejudice of white home owners was the key factor in obtaining
homes for speculation. The unavailability of normal bank financing
was the contributing factor in their resale to Negro and Puerto Rican
families. While it is true, of course, that no prudent institution should be
expecied to morigage properties which hmbnnprhedhiohubwo
their actual market value, the fact remains that Negro and P

Rican fomilies would be far less likely to enter info such deals if th-y
knew that adequate morigage financing would be available to them
on their own opplication. The families who purchased homes from
speculators in East New York did so with a conviction that there prob-
ably were no other financicl arrangements available fo them.

The abusive practice of blockbusting as exposed by the City Com-
mission ‘on Humon Rights clearly indicates a need for prompt and
‘vigorous corrective action. Progrom efforts to eliminate this infolerable
activity must be multi-faceted, reaching out not only to assist those fam-
ilies who ore being exploited; and to restrict thoss operotors engoged
in such exploitation, but also, and perhaps more importantly, to pro-
‘mote with the support of responsible leadership in industry, a climate
of business morality that rejects racial prejudics and racial exploita-
tion, as both undemocratic and unprofessional.

Finding Re Legislation

There is a complete absence of professional standards and ethics
among those real estate operctors who, for reasons of financial gain,
continue to exploit the racial and economic disadvantage of Negro
and Puerto Rican fomilies. The Commission’s studies revealed that these
speculators operated largely as principals. Since they were not required
to carry brokerage licenses, they were able to operate outside the pale
of existing City and State Laws and appropricte regulatory agencles.

The Commission’s studies clearly indicate a need for the extension

of existing City and State laws ond appropriote regulatory agencies.
lqiﬂgﬂdnshwﬂbopnmdﬂowrbmdal exploitation by real estate

operators who function outside the purview of existing licensing ond
regulatory agencies. The Commission is aware that such proposals are
being worked on by interested parties for consideration and recommen-
dation by the City Commission on Human Rights. These proposals will be
given prompt and serious review.

F’mdmg Re Housing and Home Finance industry

There is an lnabtmy of minority families to obtain on the free
market adequate first mortgage financing which would bring moderate
priced existing housing within their reach. This exclusion from normal
morigage finance channels, coupled with a complex patiern of mort-

- gage placement practices and the easy availability of second and

third morigages at exorbitant cost, make minority fomilies easy prey for
speculators.

Banks and lending institutions, including the FHA and VA agencies
of government, play a pivotal role in the local private real estate market.
These institutions and agencies serve the best interest of the gomral
publk w!nnthoy serve che mimum number of fomilies.

1. - We strongly urge thot bcnlu and lending institutions thofwgbly
" re-avaluate cnd examine the entire scope of -their operations
with an eye toward extending their mortgage finance services
to a larger segment of the home buying public. Foremost among
these considerations should be a review of criteria which are
employed in the determination of property volues and credit
oligfhimyformoﬂmoﬂmndng

il.  Because minority families of moderate incomo have been found
to encounter undue difficulty in procuring meortgage financing,
the City Commission further recommends that responsible lead-
ership in the lending industry make an affirmative and special
effort to extend mortgage financing to them.

Hl. The brokers, managers, institutional and insurance investors in
housing also have a role. We call upon these interests to take
the -initiative in a special sffort to encourage the voluntary
opening of neighborhoods presently characterized by an absence
or paucity of minority families. Such an effort would complement
the positive programs of vorious municipal housing agencies
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which, in cooperation with the City Commission on Human Rights,
‘are working aggressively to advance o democratic’ pattern of
residency in New York City.

Finding Re Housing Supply
"_There is a continuing shortage of an adequate housing supply for
families of low and moderate income levels in the City of New York,
Speculation on any basls, racial, economic, or otherwise, trades on
imbalance between supply and demand. In the face of this shorlage,
many families who have been able to improve their economic circum-

stances, have not been able to enjoy residential mobility from low to

moderate to middls income housing within the city. For minority families
the problem is compounded by their continved racial exclusion from
neighborhoods of certain economic levels.

‘Recommendation

There must be vigorous support of all responsible leadership in
New York City for the City program to expand the low and moderate
pricad housing supply. The struggle to balance housing needs with the
construction of an adequate volume of units, however, necassitates
support and’ cooperation from every segment of government. in this
regard the need for an increased allocation of public housing funds
frmeSmhomeYorkundnmmdfedordmmmk imperative.

Finding Re Educational Progrummmg

There is a lack of complete knowledge and understanding on the
part of the minority community in New York City of the security and
coverage of the City's fair housing lows. The Commtsﬂon on Human
Rights is expanding is educational program effort 1o meet this chal-
lenge. Making ceriin that the general public understands the City’s laws
against discrimination In housing, may not, however, be sufficient.
There are indications that broader, more comprehensive information,
including the basic fundamentals of sound real estate and mortgage
financing transactions, may be necessary.

Recommendation

There must be a vigorously accelerated educotional campaign
to make known to the entire public, particularly the minority com-
munity, the right of all families 1o enjay equality of opportunity in the
rental or purchase of housing in New York City without regard to race,

10

creed, color or national origin. Such an sffor), asserting the mp.ond
power of the City’s foir housing laws should be coupled with informa-
tional material and services designed ta advise all fomilies on
principles and fundomentals lnvolved in the purchase ond
real property.

This latter type of educational sffort, however, requires

ia

Serv-

3

khmm&mwmmmcnycwubnon

Human Rights calis upon local representatives of the National Associa.
tion of Real Estate Boards and the National Assodation of Real Estate
lcokmb(dnhﬂwfmmcndpumﬁdmofauedu«ﬁud

program designed to mest this need.
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