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92 The Tiger/Line files are the extract of the
Census Bureau’s geographic data base and are
produced for geocoding by data users. They
categorize all polygons and blocks as either rural or
urban and have address ranges for most of the
country.

93 42 U.S.C. 1490.
94 Cf. 42 U.S.C. 1490 to Census Glossary at 16–

17.

95 These indicators of urban influence were
developed by the Department of Agriculture’s
Economic Research Service. Linda M. Ghelfi,
‘‘County Classifications,’’ Rural Conditions and
Trends, 4(3): 6–11 (1993).

sources are based on the Census Bureau
definition, complicating the work
required to establish market segments
and set the level of the housing goals.
Second, geocoding addresses to rural
locations based on this definition would
be difficult and burdensome for the
GSEs, given the current state of
geographic information systems
software. The Census Bureau’s 1992
Tiger/Line file’s ability to provide
accurate addresses is weakest in rural
areas, particularly for rural route
addresses.92

(b) Farmers Home Administration’s
definition of rural. The Farmers Home
Administration (FmHA) defines rural
areas eligible for several programs,
including the 515 loan program,93 and
the definitions vary among the
programs. Generally, more locations
qualify as ‘‘rural’’ under these
definitions than under the Census
Bureau’s definition because the FmHA
definitions include places with
populations above 2,500 and the Bureau
would categorize such places as
‘‘urban.’’ 94 The most critical
disadvantage in using a FmHA
definition as the rural identifier is that
there is no central or machine-readable
source of information on areas defined
by FmHA as rural; instead, local maps
are marked to show the appropriate
boundaries and then stored in field
offices.

(c) Non-Metropolitan Statistical
Areas. The Secretary chose to
incorporate this designation into the
definition of ‘‘rural areas.’’ First,
geocoding and reporting would be
straightforward, since MSAs are
composed of counties in most parts of
the country. This definition appears to
correspond better to the parts of the
country where availability of mortgage
credit has been an issue. The
availability of mortgage credit in the
rural fringes of metropolitan areas
appears to be less of a problem than in
rural communities distant from
metropolitan areas. Finally, most
intercensal data, including population
and household estimates, employment,
income estimates, etc., are produced at
least annually at the county level.

Questions Related to the Definition of
Rural Areas

The Secretary invites comment on the
following questions:

(1) Should rural areas be based on the
characteristics of Block Numbering
Areas or counties? Which of these two
options makes better sense for lenders
and for GSE reporting? Which option
better directs goal performance at areas
with poor access to mortgage credit?

(2) In establishing the definition for
rural areas, should the income and
minority criteria (used for defining
central cities and other underserved
areas) be supplemented with other
indicator(s) of the needs for better
access to mortgage credit? Should
population size (e.g., communities
below 2500 or non-metropolitan
counties below 50,000) be considered as
such an indicator?

(3) What are the relative merits of
indicators of access to metropolitan
areas or nonmetropolitan cities such as
the ‘‘Beale’’ or ‘‘Ghelfi-Parker’’ codes? 95

(4) In New England, where MSAs are
not composed of counties, should the
definition of rural areas include areas
‘‘outside (P)MSAs’’ or ‘‘outside
NECMAs’’?

Other Underserved Areas

For purposes of this housing goal, the
Secretary has determined that ‘‘other
underserved areas’’ are census tracts
located in metropolitan areas located
outside of central cities and having the
minority and income characteristics
described above. This definition will
cover suburban communities that lack
access to credit.

Alternative Approaches to Defining the
Central Cities, Rural Areas, and Other
Underserved Areas Goal

The Secretary considered alternative
approaches to establishing this goal.
One alternative would be to simply
expand the goal by retaining all areas in
all 545 OMB-designated central cities,
all rural areas, and all other underserved
areas. If underserved areas are defined
as described above, this alternative
approach would result in a goal that
targets nearly 70 percent of the
country’s population. The Secretary
decided this approach was inconsistent
with the intent of the Act.

Congress established the goals to
ensure that Fannie Mae and Freddie
Mac take special consideration of
specific housing needs in carrying out

their work. The goals are intended to be
priority areas for the GSEs as they carry
out their Charter Act purposes. A goal
that encompasses so much of the
nation’s population and geography
would be unlikely to provide the GSEs
with appropriate direction. Further, this
approach would lead to a dispersion of
the GSEs’ goal-oriented business to a
large number of communities that do
not meet the Congressional directive
that they be areas with a relative lack of
mortgage credit. Finally, an overly-
broad approach would result in less
support for the critical efforts of cities
and rural communities to improve and
stabilize neighborhoods that, because of
past practices and historic patterns,
have an unsatisfactory availability of
mortgage credit.

The Size of the Goal
Because this goal has been redefined,

the market of mortgages originated and
available for GSE purchase is different
from and indeed smaller than the
market of mortgage originations for the
1993–1994 goal. The Secretary estimates
that mortgages originated in
underserved areas of central cities, rural
areas, and other areas comprise 21 to 23
percent of the conventional conforming
mortgage market. Thus, the goal is
established at a percentage that is lower
than the central cities goal in the
transition period (1993–94).

Based on a consideration of the
factors for establishing the goal detailed
in Appendix B, the Secretary establishes
the annual goal for 1995 for each GSE’s
purchases of mortgages financing
housing located in underserved areas at
18 percent of the total number of
dwelling units financed by each GSE’s
mortgage purchases. The goal for 1996
is 21 percent. The final regulation shall
establish the annual goals for 1997 and
1998 and the Secretary intends that the
1998 goal apply thereafter, unless
revised through subsequent rulemaking;
the Secretary seeks comment on the
level of the goals for 1997, 1998, and
thereafter—see the questions listed
above (in the leading the industry
discussion) and repeated at the end of
this preamble. In 1993, 15.9 percent of
the dwelling units financed by Fannie
Mae’s mortgage purchases were in areas
defined under the proposed definition
of central cities, rural areas, and other
underserved areas, while Freddie Mac’s
performance was 14.4 percent.

Units will count toward this goal if
the units are located in a central city as
redefined, a rural area as defined, or any
other underserved area. Through the use
of geocoding or any similarly accurate
and reliable method, the GSEs are
required to determine whether units


