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Sidebar
Public housing in many large American cities has been transformed from an idealistic

dreaminto an urban nightmare; now, several proposals are pending to reform the program.

With luck, 1998 will be apivotd year for federal housing policy. Key members of Congress
and the Clinton Administration have reached a consensus that dramatic changes must be made to our
public housing program to correct the decades of negect that have made public housing in many
American cities the embodiment of urban blight and despair. Although there remains disagreement
among some members of Congress and the Department of Housing and Urban Development (HUD)
over the details of these reforms, there is substantia agreement both about the problems plaguing public
housing and on directions for change. Public housing in many large American cities has been
transformed from an idedigtic dream into an urban nightmare; now, severd proposds are pending to

reform the program.

ORIGINS
Modern public housing traces its roots to the mid-1930s, when a program of publicly

constructed housing was proposed as away to employ workers in the construction trades who had



been devastated by the Great Depression and to house low and moderate income families. The Public
Works Adminigration initidly purchased land and built publicly owned housing. In 1935, however, a
federa court struck down the program on the since overturned legd theory that the Congtitution did not
permit the federal government to use its power of eminent domain to acquire land for housing. This
court decison had tremendoudy important implications for the future of the public housing program.
Since gates and municipalities were permitted to buy land for publicly owned housing, the U.S. Housing
Act of 1937 gructured a program in which public housng would be paid for by the federd government,
but owned and operated by locd public housing authorities (PHAS). In return for the money to fund
capita expenses, PHAs would be required to follow federd laws and regulations concerning admissions
gtandards and the operation of the housing.

The outbresk of World War 1| meant that relatively little housing was built under the 1937 Act,
however, following the war, Congress reenacted the program as part of the Housing Act of 1949 which
a0 established the Urban Renewd dum clearance program. Over 10,000 devel opments containing
more than 1.4 million units of public housing were built, about 2% of the U.S. housing stock and 6% of
itsrental housing stock. Mot of these apartments were completed prior t01979. Although most
studies suggest that the mgority of apartments are in decent condition, a significant proportion of these
units, primarily those concentrated in the largest cities, exhibit unacceptable levels of physicd and socid

distress.

PHY SICAL DISTRESS

In describing the problems of severdly distressed public housing the ditinction between physicad



and socid distressis convenient, athough not dtogether gppropriate. Physicd and socid distress are
inextricably linked. The deterioration of bricks and mortar inevitably adversdly affects the lives of
tenants, while high rates of crime and unsupervised children result in vanddism and the physica
deterioration of the structures.

According to the 1992 report of the National Commission on Severely Distressed Public
Housing, five percent of the nation's public housing units require modernization expenditures exceeding
$40,000 per unit. These renovations range from the repair of windows and ceilings, to the
reconstruction of apartments that have been destroyed by arson.

Physica deterioration of the public housing stock has been caused by many factors. Fromits
inception, specid interest groups (such as the United States Chamber of Commerce and the National
Asociation of Redl Estate Boards), concerned with competition from the public sector, succeeded in
including a proviso that public housing "not be of eaborate design or materids’ and that economy be
used in its congtruction. Cost cellings led PHAS to use nondurable materias and obsolescent gpartment
designs.

A concern with the public sector increasing the supply of housing and thereby lowering rents
caused private red estate interests to successfully pressure Congressinto inserting in the 1937 Act a
requirement that one unit of dum housing be removed or renovated for each unit of public housing built.

The long term consequences of this provison were condderable. Since the suburbs at that time did not
have gppreciable amounts of dum housing, the “equivdent dimination” requirement effectively assured
that most public housing would be built in the cities where land values were high. In addition to being

ingoired by contemporary architectura theories, PHASs built towers to economize on land. In



retrogpect, most people agree that these structures were ill-suited for poor families. Large numbers of
anonymous and trangtory neighbors, isolated stairwels and alack of adequate elevators made it difficult
to keep out non-resdents and maintain building security. Insufficient recregtiond facilities and
inadequate parentd supervision of children increased the strain on the buildings mechanica sysems and
fadlitated vandalism.

The absence in the 1937 Housing Act of significant subsdies for maintenance, operation or
renovation resulted in even more physicd deterioration. Tenant incomes rose more dowly than
operating expenses. In the late 1960s Congress reacted to higher public housing rent burdens by
limiting rents to afraction of income. Unable to raise sufficient revenues from tenants, the typicad PHA
deferred maintenance. Congress subsequently responded to the financia bind it had created for PHAS
by indtituting operating and modernization subsidies, however, these payments have consistently been
under-funded, mismanaged and, in some instances, sphoned away through corruption.

Many PHAs also bear alarge share of the blame for the physica deterioration of public housing
through their long histories of mismanagement and corruption. HUD has dassfied over sxty PHAs as
"troubled" on the grounds that they maintain insufficient operating reserves, have poor mantenance
records, badly deteriorated units and unacceptably high vacancy rates. For example, over ninety
percent of dl units examined by auditors in Chicago and Philaddphiain the early 1990sfailed to meet
minima maintenance gandards. Rather than quickly re-renting gpartments as tenants move, many
PHAs have kept gpartments vacant thereby faciliating vanddism. In some instances, PHAs continued
to receive operaing subsdies for these vacant units by uding the oversight of HUD. In somecities,

funds earmarked to maintain or renovate public housing have found their way into the pockets of PHA
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employees ether through no-show patronage jobs or outright embezzlement.

SOCIAL DISTRESS

In many public housing developments, particularly in large cities, socid distress goes hand-in-
hand with physica deterioration. In these gpartment complexes, high rates of crime, drug abuse,
persstent unemployment, school drop-outs and teenage childbearing have become the norm rather than
the exception. Much of the socid distress that envelopes large urban public housing is caused by the
extraordinary concentration of poverty withinitswalls. Recent data from the 1993 American Housing
Survey indicate that the median income of familiesin public housing was less than $7,300 compared to
the median income for dl renters of $19,606. Seventy percent of al households in public housing had
incomes below the poverty level compared to 24% among dl renters. In some large PHAS, the
proportion of families receiving public ass stance exceeds ninety percent. In addition to being
impoverished, public housing resdents largdly live in environments that are segregated by income and
race or ethnicity.

Centrd citiesin the United States have become increasingly poor throughout the second half of
the twentieth century as jobs and the middle class have moved to suburbia. Although, aswe will
suggest in the next section of this article, some of this decentralization may have been attributable to the
blighting impact of public housing itsdlf, it is likely that the other causes of the exodus of householdsto
the suburbs would aso have led public housing to become increasingly poor, even in the absence of
governmenta action. Notwithstanding this fact, actions by the Congress, PHAs and the judiciary have

exacerbated these demographic trends, transforming public housing from a reflection of its environment



into its caricature. For years, Congressona mandates that PHAs house the neediest familiesin their
communities have ebbed and flowed, with little consideration to the effect these changing rules have had
on the socid fabric of the housing, neighborhood or hogt city. Presently, the very poor (those earning
lessthan haf of the area's median income) must compose between seventy-five and eghty-five percent
of the tenants in public housng.

PHA gting policies have intengfied the isolation of poor, primarily minority families from the rest
of the city. PHAS have repesatedly been found guilty of racid discrimination in their tenant selection and
gtelocation policies. Whites were assgned to more desirable parts of towns while blacks and
Higpanics were assigned to the least pleasant locations.  Public housing developments were also
frequently located (at dengties far in excess of sandard zoning criteria) in close proximity to each other
S0 asto minimize neighborhood opposition. This process of geographic isolation reachesits gpogeein
Chicago where public housing towers line State Street for asfar asthe eye can see.

I nefficient management practices aso contribute to the concentration of poor households. As
crime increases, repairs languish and troublesome tenants are permitted to remain in resdence, those
tenants with sufficient resources move out leaving developments composed solely of those with no
resources and options. Judicid rulings dso have, in some ingtances, intendfied this problem by limiting
the ability of PHASto screen out suspected "problem tenants' and evict those whose behavior damages

the community.



IMPACT ON RESIDENTS AND NEIGHBORHOODS
Public housing has, contrary to the hopes of some of its earliest proponents, become a
permanent home for many of urban America' s least advantaged families rather than a way-station for
temporarily needy households. The impacts of concentrations of poverty have been the subject of much
debate. William Julius Wilson argues that youths growing up in environments with few employed role
modelsfall to develop strong attachment to the labor market and middle class norms. Instead,
percelving few opportunities for achieving economic mobility, young men and women turntoillegd
activities to earn money and develop dternative status systems enforced and legitimized by their peers.
Remaining in school and working in low paid jobs lose ther dlure, replaced by being a teenage parent
or gang leader as sources of prestige. Empirica studies support his hypothes's, showing that teenagers
living in neighborhoods with few high status neighbors are more likdly to have children, drop out of
school and subsequently receive public asssance than children of amilar family income and composition
who live in more economicaly diverse surroundings. Living in communities of concentrated poverty
such as public housing generates hardships for tenants thet are different in both kind and magnitude from
the many problems poor people face in less concentrated surroundings.
To date there have been no systematic studies on the effect of public housing on resdents lives.

Nevertheless, anecdotal accounts and case studies suggest that the concentration of poverty in public
housing developments has teken itstoll. For example, crime rates in public housing are much higher
than in other neighborhoods in large cities. The impact of crime and an absence of economic
opportunities have been documented in the narratives of children. In Alex Kotlowitz's 1991 book,

There Are No Children Here and last year’ s Our America by LeAlan Jones and Lloyd Newman, the



picture of life within public housing that emergesis extremey grim, with children risking their lives merdy
to walk short distances across developments on the way to and from schooal.

Residencein public housing isaso likely to harm better qudified tenants prospects for
economic mobility. Surveys of employers indicate that they frequertly use stereotypes in evauating the
trustworthiness and qudifications of potentid employees. Among the negative criteria are resdencein
inner city neighborhoods such as those with large proportions of public housing. Indeed, many public
housing resdents utilize the addresses of rdlatives and friends when applying for jobs so asto avoid
being put at a comptitive disadvantage.

Our own research with William Carter also suggests that the blighting impact of public housng in
large centrd citiesis not soldy borne by tenants. Our study examined the impact of public housing on
neighborhood poverty ratesin four large American cities-- Boston, Cleveland, Detroit and Philadel phia.

Our findings suggested that from 1950 to 1990, the existence of public housing in a neighborhood was
sgnificantly related to increased neighborhood poverty rates (not including the resdents living in the
public housing themsalves). For example, in Cleveland, we estimated thet the poverty ratein a
neighborhood with public housing would climb from about 41% to 59% as the proportion of public

housing within that nelghborhood increased.

CHANGES IN FEDERAL HOUSING POLICY



Since President Nixon ordered a temporary moratorium on low income housing congtruction in
the early 1970s, the number of units of newly congtructed public housing has diminished to atrickle. In
place of the traditiond *build and house” public housing program, Congress enacted two sets of
programs under Section 8 of the Housing and Community Development Act of 1974. Thefirst set of
initiatives, Section 8 New Congtruction and Substantia Rehabilitation, like public housing, were supply-
oriented programs. Subsidies were earmarked for developers of housing who agreed to rent to low and
moderate income tenants. The federd government signed contracts with these devel opers which
guaranteed to pay them the difference between market rents and 30% of the tenants' incomes. The
second set of programs were demand-oriented and focussed on giving qudifying households choice.
Section 8 Housing Certificates and Housing V ouchers increase tenant accessto housing by providing
tenants who move into units owned by private landlords with subsidies that amount to the difference
between 30% of their incomes and the rents charged.

Until the past two years, when budgetary contraints caused Congress to make cutsin the
Section 8 program, mogt of the incrementa increase in housing ass stance has been in the form of
Section 8 housing vouchers and certificates. This reorientation of federd housing policy from devel oper
subsdies to tenant subsidies makes agood dedl of sensein mogt cities. Studies have shown that
vouchers and certificates do not cause rentd inflation and are much more cost-effective than either
public housing or Section 8 subsidies eearmarked for private developers. They are dso less susceptible
to corruption. A maor demonstraton program completed in the early 1990s, dso concluded that,
except in the New Y ork metropolitan area, minority households were able to utilize vouchers aswdl as

non-Higpanic white families. Importantly, housing vouchers and certificates aso permit tenants to select



their own neighborhoods and, if they wish, enable them to move out of communities of concentrated
poverty.

In 1994, following the eection of Republican mgorities in both the House of Representatives
and Senate, the Clinton Administration proposed aradicd plan that would have fundamentally dtered
the public housing program. Under the Presdent’ s “Reinvention Blueprint,” dl tenants of public housing
would have been given housing vouchers. Those households that chose to remain in public housing
could do so while those desiring to move el sewhere would be given vouchers. The ideawasto reduce
the cost of the program and increase the efficiency of PHAS by making them subject to the discipline of
the private market. In the end, the President’ s “vouchering out” proposa was a non-starter, attracting
opposition from many Democrats, PHAs and tenant leeders. Ironically, the “reinvention plan” dso
attracted little support from the Republican mgority, despite its espousd of free market principles.

More incrementd reforms of public housing have been enacted. After years of turning ablind
eye to the problems of public housng, HUD has increased its oversight of troubled public housing
authorities. Indeed, in severd cities including Chicago, Philaddphia and San Francisco, HUD has taken
over PHAs and operated the housing for aperiod of time. In other cities (such as Kansas City and
Washington, D.C.), HUD has facilitated the creation of court receiverships.

In addition, for many years, federd law provided that prior to demolishing a unit of public
housing, a PHA would be required to demonstrate how it would replace the unit on a one-for-one
bass. Federd rules made it virtudly impossible to replace these units with housing vouchers. The effect
of this one-for-one replacement requirement was that PHAS throughout the country were unable to

demolish massive vacant public housing developments, even those which blighted neighborhoods and
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provided alocation for illicit and illegd activities such as drug-dedling and progtitution. 1n 1995,
Congress passed a one year suspension of this requirement which has been renewed every year since.

Thisflexibility to demolish public housing has increasingly been used by PHAS. Firg under
HUD Secretary Cisneros and now under Secretary Cuomo, HUD has facilitated the demolition of over
23,000 units of public housing. According to recent estimates, over 100,000 units will be torn down by
the end of the decade. The destruction of public housing istypicaly a component of federd effortsto
redevel op distressed public housing developments. This program, operated under the name HOPE VI,
aso has as one of its goas the reduction of concentrated poverty. Among the waysin which this
objective is achieved is through the demalition of public housing and the congtruction of low scale,
mixed income developments. Although it istill too early to eva uate the success of mixed income public
housing built under HOPE V1, one development in Chicago which was developed under an earlier
federd initiative, Lake Parc Place, has successfully maintained a mixture of working and non-working
familiesfor severd years.

Congress and HUD have dso taken certain actions to reduce the concentration of poverty in
public housing by permitting PHASs to establish calling rents. Because rent for public housing isset asa
proportion of total income, tenants who participate in the labor force frequently find that their rents
increase to levels that exceed those in the private market. Essentidly, the method for caculating rent
condiitutes arather high (for families a thisincome level) margind tax rate on labor. Tenants respond
ether by working less or by moving out of public housing, thereby depriving the community of employed
role models. HUD has authorized PHASs to establish, if they wish, cellings on rents to permit and

encourage working families to remain in the developments.
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FUTURE REFORM

In 1996 both houses of Congress passed bills to make permanent the incrementa reforms of
public housing that were enacted over the past decade. The bills dso would have introduced mgjor
changes to the funding and management of the program. Differences between the Republican mgorities
in the Senate and House of Representatives, aswell as between Congress and the Clinton
Administration doomed the 1996 legidation. Similar legidation has been introduced in the 105™
Congress and the likelihood that a housing authorization law will be enacted is high. Members of
Congress and the President have articulated a strong desire to correct the errors of the past and to
transform public housing from awarehouse for poor people into a decent, safe and sanitary living
environment that will facilitate, rather than inhibit socid mohility. Reducing the concentration of poverty
in public housing is high among the priorities of dl participants.

Nevertheless, agreement on how far to go in dleviating concentrated poverty has remained
elusve. Achieving an economic mix in public housing (or for that matter any supply-oriented program)
creates a dilemmafor public policymakers. Housing subgdies in the United States are not an
entitlement program. Therefore, only about one-third of al households digible to receive assstance
benefit from these federd programs. Under principles of vertica equity, assstance should first go to the
very poorest. In most instances this means targeting subsidies to the poorest of the poor. However,
efforts to reduce the concentration of poverty in public housing fly in the face of this principle Snce they
amog aways involve admitting moderate income tenants instead of those with very low incomes.

Therefore it is no surprise that the mgor sticking point in coming to alegidative compromise on
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public housing reform isthe income targeting rules. Each of the legidative proposas likdy to emerge
from Congress increases the ability of PHAsto offer assstance to working families. However, the
House and, to alesser extent, the Senate would increase the proportion of working families more than
the Clinton Adminigtration.

Disagreements over income targeting have dso spilled over into debates concerning the Section
8 housing voucher and certificate programs. Bills passed by the House would reduce the proportion of
very low income households that must be assisted, presumably to reduce the cost of this program. The
Clinton Adminigration's bill would retain much more stringent targeting requirements for the demand-
oriented subsidies.

Although relaxing the income targeting rules appears to be the price that must be paid for
reducing concentrated poverty in public housing, no such trade-off between equity and deconcentration
need exist for housing vouchers and certificates. In addition to inefficiency, one of the mgjor problems
with a supply-oriented program such as public housing is that the more one targets assistance to the very
poor, the more one creates communities of concentrated poverty. One of the mgor attractions of
housing vouchers, however, isthat the more precisaly one targets ass stance to the poorest of the poor,
the more one facilitates deconcentration of poverty, by giving the recipients of assstance the ability to
move to other neighborhoods. Therefore, a strong argument exists for treating the two programs
differently and for maintaining stringent income targeting requirements for the voucher and certificate

programs even if they are reduced for public housing.

ENDNOTE
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