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of repaying the credit extended plus interest. A lender 

investigates the applicant's credit references, employment 

history, income, assets and current debts. Prior to the 

passage of the Equal Credit Opportunity Act (ECOA), lenders refused  

to consider welfare payments, child support payments or the in- 

come of working wives as effective household income.
10 

Despite 

the existence of the ECOA, which prohibits discounting such  

income, some lenders allegedly continue to refuse to consider  

welfare income in analyzing an individual's ability to meet  

monthly debt service. Since households which receive welfare  

income are disproportionately located in the inner city, 

inner city neighborhoods are likely to be disadvantaged by 

standards which prevent the extension of credit to families 

subsidized by welfare programs. 

Prior to the initiation of the Philadelphia Mortgage 

Plan, some Philadelphia financial institutions did not recog­ 

nize the income of the co-mortgagor or consider welfare income 

to be effective income. In 1975, however, PMP participants 

began to consider such income in credit underwriting. As 

Herb Bowers, an Assistant Vice-President of Philadelphia 
 

National Bank once stated, "what is better confirmed income 

than welfare? You don't even have to work for it; it's there." 
11

 
 

Consequently, PNB and several other lenders established 

a twice monthly mortgage payment program which was designed 

to encourage borrowers on public assistance to make their 

mortgage payments as soon as they receive their checks. 
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Although fourteen financial institutions currently parti­ 

cipate in the Plan, Table I indicates that the three institutions 

which created PMP have made 58% of all PMP mortgages as of July, 

1977.
20 

This is probably due to the participation of these insti- 

tutions since the first day of the Plan; their continuing com- 

mitment; and the fact that they have more resources than other 

local lenders. 
 

The value of PMP mortgages has ranged from $ 3,000 to 

$ 15,000.
21 

Sixty-three percent of all mortgages granted as of 
 

December, 1977, were between$ 7,000 and$ 13,000, while 
 

37% ranged from$ 7,000 to$ 13,000.22 Forty-five percent of 

the mortgages were for 95% of the appraised value of the pro­ 

perty, 42% of the mortgages were for 90% of appraised value, 

and 14% were for 80% or 85% of value. 
23

 
 

Twenty-one percent of the mortgage applications received 

were rejected. Thirty percent of the rejections were caused 

by insufficient income, 26% were due to poor credit, 19% were 

due to the condition of the subject property, and 12% were the 
 

result of the condition of the block in which the property was 

located. 
24

 

The racial composition of PMP mortgage applicants has been 

70% black, 20% white, and 10% other (Spanish, Oriental, etc.). 
25

 
 

Two-thirds of all applicants were couples, while one-third were 

female-headed households.
26

The total family income of applicants 

ranged from $ 9,000 to $ 15,000 per year.
27

 
 

Although the application rejection rate appears to be high, 







#    of mortgages 32 63 67 12 
% distribution 34% 66% 85% 15% 

 

#    of mortgages 320 142 332 69 
% distribution 69% 31% 83% 17% 

 

#    of mortgages 802 727 669 360 
% distribution 52% 48% 65% 35% 

 

#    of mortgages 314 558 160 205 
% distribution 33% 67% 44% 56% 

 

#    of mortgages 19 39 15 21 
% distribution 33% 67% 42% 58% 

 

#    of mortgages 219 467 159 324 
% distribution 32% 68% 33% 67% 
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city during the first half of 1976.33 However, Germantown Savings 
 
Bank's portfolio did not change while Provident’s record reflects 

 

a de-emphasis of city lending relative to suburban lending.34
 
 

Table 2 

 Comparison of Mortgage Lending Activity  

 in City and Suburbs by PMP Participants 
 
 

First Six 
1975 Months of 1976 

 

Financial Institution 
 

Girard Bank 

City  Suburbs City  Suburbs 

 
 
 

First Pennsylvania Bank 
 
 
 

Philadelphia Savings 
Fund Society (PSFS) 

 
 
 

Beneficial Savings 
 
 
 

Western Savings 
 
 
 

Germantown Savings 
 
 
 

Provident Bank 
#    of mortgages 
%  distribution 

 
42 55 39 83 
43% 57% 32% 68% 

 
 

Source: Institute for the Study of Civic Values 
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inner city lending as characterized by high risks. They also 

suggest that there is little, if any demand for conventional 

credit in city neighborhoods. Recently, these perceptions have 

been reinforced by the writings of two consultants to the lending 
 

industry, Andrew Brimmer and George 
36 

Benston. 

 

On numerous occa- 
 

sions, the findings of these two experts have been cited by lenders 

as rationale for refusing to extend credit in inner city areas. 

Brimmer and Benston, however, have overlooked the demand for cred- 

it which has been generated by the Philadelphia Mortgage Plan. 

They have also ignored the low default, reasonable return ex- 

perience PMP supporters have had with the mortgages they have 

extended. 

Since the start of PMP, a number of participating lenders 
 

have actively marketed the availability of credit to brokers, 

residents of inner city neighborhoods and community organizations. 

Marketing activities have involved the distribution of flyers 

(Figure 1), brochures (Figure 2), and advertisements in community 

and metropolitan newspapers. Some participants have also made 

presentations to neighborhood groups concerning the goals and 

operation of PMP. As a result of these activities, a demand 

for conventional credit was generated which amazed participating 

lenders. 

For years, PMP participants, like their colleagues throughout 
 

the country, had assumed that there was little demand for con- 

ventional credit in the inner city. However, when they reoriented 

their lending policies by making flexible loans, and then marketed 

these loans, they encountered a demand that allegedly did not 

exist. 
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the sudden influence of the pro-neighborhood lobby. 

                                                 Another factor, which directly influenced the city of 
 

Philadelphia, may have also stimulated the creation of PMP. 
 

This concerned the alleged inability and unwillingness of local 

                   government to do anything to reverse the decline of Philadel­ 

phia's neighborhoods.  
 

According to some neighborhood leaders, the election of 

Frank Rizzo as mayor of Philadelphia initiated a process of 

public disinvestment in neighborhoods, particularly black 

neighborhoods, which did not support Rizzo. Neighborhood groups 

contend that as a result of the withdrawl of city services and 

the cancellation of capital improvements, many neighborhoods 

began to rapidly deteriorate and financial institutions con­ 

sequently withdrew support. The ultimate effect of such prac­ 

tices was predicted by many to be the collapse of the city 

as deterioration spread and destroyed the residential and 
 

commercial tax base. 
 

Assuming that local lenders agreed with neighborhood 
 

groups which were accusing Rizzo of such practices, the creation 

of PMP may have been an effort to reverse the deterioration 

which was allegedly produced, in part, by the practices of the 
 

Rizzo administration. 
 

In the process of investigating PMP, this author found 

no evidence or statements by PMP lenders which explicitly 

accused Philadelphia's political administration of such prac­ 

tices. The only reference to the significance of local 






















