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EXECUTIVE OFFICE OF THE PRESIDENT i
OFFICE OF MANAGEMENT AND BUDGET .
WASHINGTON, D.C. 20503

July 14, 1993

MEMORANDUM FOR: THE MEMBERS OF THE HUD ECONOMIC INDEPENDENCE
WORKING GROUP

FROM: Steve Redburn/J For, ah/Issa Barrett

SUBJECT: Housing Reform Progress

At our June 30th meeting, OMB and HUD promised to organize a
"skunk works" to develop policy options before the next meeting
of the Working Group. The following efforts are underway so far:

o On July 7th HUD and OMB staff met to put together a
list of policy options for HUD programs that could be
written up and brought back to the larger group.

That smaller group is scheduled to meet again on July
16th. The informal minutes of the July 7th meeting are
attached.

L Treasury staff is working on options for tax policy
changes related to housing and economic independence.

. HHS staff (Britten and Rolston) are developing a paper
that focuses on the coordination of housing with other
services to support economic independence.

The next meeting of the Working Group is scheduled for
August 3rd, from 1:00-2:30 p.m., in room 248 of the Executive
office Building. Sorry for the hiatus. It was necessary to fit
everyone’s crowded calendars. We will try to circulate drafts on
the policy options to everyone in the mean time.

The minutes of the June 30th meeting of the Working Group
are attached. Also attached is an interesting article on
Seqregation, the Concentration of Poverty, and the Life Chances
of Individuals.

c: Chris Edley



Meeting on Housing Reform, FSS and Economic Independence
June 30, 1993

overview of the Meeting

This meeting was the follow-up to the meeting of June 14,
concerning strategies to heighten the effectiveness of the FSS
program in its existing areas and to increase the numbers of
participants and the rate of service to wait-listed families.

The intended thrust of the meeting was the establishment of clear
goals/principles for reform, the interpretation of pertinent
data, and finally, housing assistance as a means of economic
independence.

Completed Tasks

Participants from NEC, Treasury, HUD and OMB presented the
information/data promised at the previous meeting.

. NEC presented the Background Considerations, Principles
and Premises paper (Peter Yu), describing five
conceptions of housing policy with regard to urban
policy and the policies of race, shelter rights and
welfare. Concerning economic independence, it was
concluded that the scope of the working group's effort
should either be economic independence alone or an
integration of variables such as vouchers and tax
credits, market issues and housing discrimination.

° Treasury presented the paper on its role in housing,
which include the low-income housing tax credit and the
Affordable Housing Disposition Program.

L HUD (Stegman) presented a packet of information and
data findings. Time was devoted primarily to
discussing the background of the housing debate and the
success of the Charlotte Gateway Program. Further, it
was argued that the purpose of housing assistance
should be re-defining need-based housing to meet the
12% turnover rate in public housing (nationally).
Without stable, secure housing for families,
opportunities for mobilization decrease. Case
management is also a huge problem for local HA's to
implement the Charlotte model.

° OMB presented supplementary goals and principles
focusing on addressing the issues raised by
concentrated poverty, financial disincentives to escape
dependency as they may negatively effect motivation,
and costs related to budget constraints as well as
extra support (case management, administration) and the
need for drawing from savings to support programs.



Synopsis

Mike Stegman stated that among the four million families
receiving assistance, the median income of the poorest
communities is 17% of that of the general population. 900,000 of
those are AFDC supported. Charlotte's success was due to its
HA's effective case management of one-hundred families in its
"two-phase" program: (i) remediation (diagnostic testing for
skills enrichment, education & job training, GED prep. and child
care assistance); (ii) evaluation (ongoing).

The group raised concerns over maximizing the portability of
certificates and vouchers, the absence of a systematic model for
human capital development, motivation from housing support
(PHA's, managers and case workers) to families, where can low-
income housing be built and who gets housing? Are specific
families targeted for the FSS program?

Regarding HUD's role, what is being done to effect the
economic chances of publicly assisted families? There is an
apparent clash between welfare and housing policies (e.g., 18
month disallowance, as income rises, what is being done with
rent, ceiling rents?). Also, there are concerns with self-
selection, creaming, and congressional law(s) stating that
increases in federal housing assistance mandate increases in FSS
initiative by PHA's (incremental). This is seen as most
difficult in major cities.

Chris Edley charged the group to derive specific policy
initiatives on their respective areas in time for the next
meeting, toward meeting deadlines for FY 1995 Budget.

Attendees (abbreviated listing):

Michael Stegman (HUD)

Ken Ryder (OMB)

Steve Redburn (OMB)

Jim Jordan (OMB)

Harry Myers (OMB)

Issa Barrett (OMB)

Elana Sigall (OMB)

Peter YU (NEC)

Alicia Munnell (Treasury)
Brian DeLong (Treasury)
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- Wolf, W.C., and Fligstein, N. D. (1979). "Sex and authority in the workplace: The causes
of sexual incquality,” American Sociological Review 44, 235-252.
Woodward, J. (1965), Industrial Organization: Theory and Practice, Oxford Univ. Press,
London.

Zey, M. G. (1984), The Mentor Connection, Dow Jones-lrwin, Homewood, 1LL.

SOCIAL SCIENCE RESEARCH 20, 397-420 (1991)

Segregation, the Concentration of Poveriy, and the Life
Chances of Individuals

DoucLas S. MassEY

Population Research Center, NORC/ University of Chicago

ANDREW B. GRross

Center for Studies in Demography and Ecology, University of Washington

AND

MitcHELL L. EGGERs

Population Research Center, NORC/University of Chicago

We outline a theoretical model that identifics residential segregation as a primary
structural cause of the geographic concentration of poverty in U.S. urban areas.
From this thcory we specify and estimate a multilevel equation that links minority
poverty and scgregation within metropolitan arcas to the concentration of socio-
cconomic deprivation within neighborhoo s, We then estimate a second sct of
multifevel equations that connect neighborhood poverty rates to individual-tevel
outcomes commonly associated with the underclass: male joblessness, teenage
motherhood, and single parenthood. Our resulis link ¢conomic and social struc-
tures at the metropolitan level to individual vutcomes that bperate to perpetuate
poverty and lead o the creiation of the undercliss. e 191 Acdemic Press. tne

A fundamental goal of sociology is to explain individual behavior in
terms of social structure. Although people function as independent actors,
the possibilities they face and the decisions they make are incvitably
constrained by the positions they oceupy in the social order. The structure
of society can be conceptualized as a series of categories formed by the
intersection of different dimensions of social differentiation. People may
be divided into nominal groups (such as races) or ordered hicrarchically
into ranked classes (such as income intervals, see Blau, 1977, pp. 1-18).

Social structure is important because ane’s structural position in society

Send regquests Jor reprints o D Dougls S8 Massey. Popalation: Rescarch Center,
NORC/Unisersity ol Chicago, FISS Fast ofith Street. Chicago, 11 60637,
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“has importantimplications for the-benefits and opportunities_one reccives.
Otherwise identical infants placed into poor black and rich white families
will lead very different lives, have contrasting experiences, and face dis-
crepant opportunity scts that ultimately will generate divergent outcomes
with respect to cducation, income, occupation, attitudes, tastes, wealth,
and a host of other important variables.

Sociologists have long recognized the importance of structural categories
that are geographically defined, and have focused particularly on the
division of urban spacc into distinct neighborhoods. Neighborhoods not
only reflect the past achievements of their inhabitants, but to a large
degree they determinc the possibilities for future sOcioeconomic success
(Logan and Molotch, 1987). Since people who occupy the same space are
likely to interact frequently and intensively, neighborhoods have a pro-
found effect on the values, beliefs, and knowledge of the people who
grow up and live within them; and soci=l relationships with neighbors
strongly influence the nature and strengtin of connections to the rest of
society.

Long ago Robert Park argued that “it is because geography . . . dc-
termine(s) so irresistibly . . . the associates with whom cach onc of us is
bound to live that spatial relations come to have, for the study of socicty
and human nature, the importance which they do™ (Park, 1926, p. 231).
Likewise, Giddens (1980, pp. 108-110) considers neighborhood segre-
gation to be one of the most significant factors promoting class conscious-
ness and class stratification; and Blau (1977, p. 92) points out that “the
segregation of social strata reinforces the ncgative cffect of incqual-
ity. . . ."" In short, a varicty of theorists have argucd that where onc lives
determines a lot about who one knows, what onc learns, and how.one
is connccted to socicty. :

This structuralist perspective has recently played a prominent role in
the dehate on the urban underclass. William Julius Wilson (1Y87) has
argued that the concentration of poverty within certain inner city neigh-
borhoods during the 1970s created a new and uniguely disadvantaged
social environment. The climination of high-paying. scmi-skilled manu-
facturing jobs, the suburbanization of employment, and the emergence
of a two-ticred service cconomy polarized the class distribution of minority
groups. This polarization occurred just as expanding civil rights allowed
middle and upper income families to leave minority ncighborhoods in
large numbers. According to Wilson, the conjunction of increasing in-
ety and class-selective out-migration concentrated poverty within
- ‘ority neighborhoods and created a social milicu lacking the in-

alues. and role models necessary for suceess in postindustrial

Hat people living in neighborhoods of concentrated pov-
cial isolation that excludes them from the job network

SIFGREGATION. FOVERTY., AND LIFE CHANCES RO

systcm that permeates other ncighborhoods and that is so important in
lcarning about or being recommended-for jobs-that-become-available in_
various parts of the city” (p. 57). From this social and economic isolation
there is a “ripple effect” of related social dislocations, notably the pro-
liferation of single-parent families: *‘unlike the situation in carlier ycars,
girls who become pregnant out of wedlock invariably give birth out of
wedlock because of a shrinking pool of marriageable, that is employcd,
black males™ (p. 57). In short, concentrated poverty lcads to male job-
lessness and. hence. to unwed childbearing and single parenthood.

The theories of Hirschl and Rank (1991a, 1991b) also suggest a con-
nection between concentrated poverty and deleterious individual out-
comes. High concentrations of poverty create an cnvironment in which
unwed childbearing, male joblessness, und welfare dcpendency not only
cease to be deviant, but become the norm. In arcas where a majority of
peoplc arc poor, men expect not to work as adults and women expect to
bear children out of wedlock and to spend large portions of their lives
on welfare. In such arcas, stigma that is normally attached to joblessness,
welfare receipt, and unwed childbearing may be absent (Moffitt, 1983)
or even inverted (sce also Rank and Hirschl, 1988).

Empirical rescarch has verified the marked increcase poverty concen-
tration that Wilson hypothesized (Bane and Jargowsky, 1988; Jargowsky
and Bane, 1990), particularly among blacks and Puerto Ricans living in
older urban areas of the northeast and midwest (Massey and Eggers,
1990). Verification of the effects of concentrated poverty on individual
hehavior. however. has proved more difficult. An exhaustive review of
the rescarch literature by Jencks and Mayer (1990) revealed a general
scarcity of studics connecting neighborhotd conditions to individual out-
comes. Several studies, however. supgest that exposure to concentrated
poverty encourages unwed childbearing among black women (Hogan and
Kitagawa. 1Y8S: Cranc, 1991) and reduces men’s chances of finding well-
paid jobs (Datcher, 1982 Corcoran, Gordon. Laren, and Soton, 1989).

In this paper we seek to document and clarify the empirical conpection
hetween concentrated poverty and individual behavior. By drawing upon
a unique source of data that connects individual outcomes 1o tract char-
acteristics. we examine the cffeet of neighborhood poverty levels on the
employment and childbearing expericnees of whites, blacks. and Hispanics
in larpe metropolitan arcas. In addition, we also seek to connect neigh-
borhood conditions to broader structural arrangements in society. Using
another dataset. we show how certain features of metropolitan social
organization determine the degree of neighborhood poverty experieneed
by different groups. Putting these two analyses together, we link male
joblessness, teenage childbearing. and single-parent families at the indi-
vidual level 1o just three structural factors that operate it the metropolitan
level to concentrate poverty: the overall rate of poverty in a group, its
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scgregation in socicty, and its numerical representation within public hous-
ing. '

CONCEPTUAL MODEL

Structural conditions are features of the mctropolitan cnvironment that
are beyond the control of the individual; they operate at the aggregate
level 1o influence the fate of large numbe. = of people who share the same
structural position. The particular structural variables that interest us here
arc the poverty rate that a group displays and the degrec of residential
segregation that it experiences. Group poverty rates are the outcome of
macroeconomic forces that determine the location, availability, and wages
of jobs within different metropolitan labor markets. We agree with Wilson
(1987) that poverty rates werc driven up by the structural transformation
of the urban cconomy during the 1970s and 1980s. Evidence shows that
the suburbanization of employment, the elimination of manufacturing
jobs, and the proliferation of low-paying service occupations contributed
to a sharp rise in poverty among blacks and Hispanics (Eggers and Massey,
1991a, 1991b).

We disagree, however, with Wilson's hypothesis that class-sclective out-
migration caused the geographic concentration of poverty. In fact, poor
and middle class blacks have nearly idcntical rates of out-migration from
poor ncighborhoods (Gramlich and Larcn, 1990), and there is little evi-
dence that middle class blacks have either intcgrated with whites (Denton
and Massey, 1988) or gravitated to racially homogenous middle income
enclaves (Massey and Eggers. 1990). Rather, the degree of poverty con-
centration that different groups expericnce is strongly determined by an
interaction between a group's overall rate of poverty and its degree of
residential sepregation in socicty (Massey and Eggers, 1990). When a
highly segregated group experiences a high or rising rate of poverty.
geographically concentrated poverty is inevitable (Massey. 1990).

In theoretical terms. this outcome occurs because segregation confines
any increase in poverty to a smatl number of spatially distinet neighbor-
hoods. Rather than being spread uniformly throughout & metropolitan
cnvironment, the newly poor familics created by an ceconomic downturn
are restricted to a small number of densely settled., tightly packed. and
geographically isolated arcas. Given a high level of residential segpregation,
therefore. the mathematics are such that any increase in the poverty rate
must producce i spatial concentration of poverty: no other resultis possible
© (Massey. 1990).

Since rates of poverty and levels of segregation differ so substantially
between whites. blacks, and Hispanics. individual members of these
groups are structurally constiained to experience markedly different levels
of neighborhood poverty. The peographic concentration of poverly is built
into the experience of blacks, and to a lesser extent Hispanics: but ex-
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Fic. 1. Conceptual model of the structural causes of neighborhood poverty and the
behavioral outcomes associated with it.

posurc to high levels of ncighborhood poverty is alien to the experience
of most whites. To the extent that unwed childbearing and joblessness
follow from prolonged exposurc to concentrated poverty, therefore, these
individual disadvantages arc ultimately produced by the structural orga-
nization of U.S. metropolitan areas. The mere fact that blacks are seg-
regated as well as poor means that individual African Americans are more
likely to suffer joblessness and to experience single parcnthood than either
Hispanics or whites, quite apart from apy disadvantages they may suffer
with respect to personal or family characteristics.

Our conceptual model of the process by which these disadvantages are
generated is depicted in Fig. 1. It shows causal conncctions between
variables specilicd at three levels of analysis: metropolitan forces act to
concentrate poverty at the neighborhood level, and ncighborhood poverty,
in turn. promotes male joblessness, unwed childbearing, and single moth-
crhood among individuals. At the metropolitan level, a group’s overall
poverty rate interacts with its level of segregation to drive up the con-
centration of poverty within ncighborhoods that group members inhabit.
Groups that are simultancously very poor and very scgregated arc con-
strained to live in arcas with substantially higher poverty rates than groups
that are cither poor but not segregated (Hispanics outside the northecast)
or not segregated and not poor (whites in most urban arcas).

The model also includes a third exogenous factor that exacerbates the
concentration of poverty above and heyond this interaction between seg-
repation and poverty: the extent to which cach group is numerically rep-
resented in public housing. During the period between 1950 and 1970,
public housing was employed on a massive scale to maintain the residential
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cc_)l_or line and reinforce patterns of racial scgregation (Hirsch, 1983; Gold-
stein and Yancey, 1986; Bauman, 1987). In order to check li\c ex[;amsion
of black ncighborhoods that occurred during large-scale migration from
the rural south, black ncighborhoods near certain white areas were razed
and c_onvcrlcd to institutional or middle-income residential uses. To house
!he displaced minority residents, public housing projects were constructed
in other black neighborhoods located farther away from threatened whi
districts.’ e ve

A§ a result of these policies, the overwhelming majority of low-income
public tfousing residents are black (Bickford and Massey, 1991) and nearly
all _Iow-mcome family housing projects are located in black neighborhoods

(Hirsch, 1983; Goldstein and Yancey, 1986). These patterns have not
affected lh'c overall level of racial segregation so much as the geographic
concentration of poverty, however. Because poverty is a criterion for
entry into low-income housing, the selective targeting of projects to black
neighborhoods greatly exacerbated the degree of poverty concentration
g}al tt:ll:.acl'c‘s cx.pcricr?ce (Massey and Kanaiaupuni, 1991). A large stock
o [::e lgchc:)tl.(x)s.mg builds concentrated poverty into the residential structure
. The Iev_el of neighborhood poverty that a group experiences, therefore
is determmgd b).' three exogenous factors: its overall poverty ra'te its |evci
of segregation in society, and its representation in Iow-incom,e public
hoqsmg projects. Exposure to concentrated poverty, in turn, affects a
variety of .mdividual-lcvcl outcomes. As Wilson and others ha;c argucd
rcsudcnc_c in a very poor ncighborhood increases the likelihood of Iuho;
forcc. withdrawal among men, it raises the probability of teenage child-
bearing among women, and it inflates the odds of single motherhood. If
our broader model is correct, however, these individual uutcumcx‘—';nd
:lu.my[uf lhchdiﬂ«_:rcnccs between blacks. Hispanics, and whilcs——ulli-mu;cly
m:'::o;:,l;i‘l;ncu(:::‘::_rcm structural conditions that cach group faces in U.S.

DATA AND ME : HODS

.'I !IC lhcgrclicul model we have outlined ideally requires a dataset con-
taining variables defined at three levels of analysis. Unl'nrlunulcly-nn such
file Fxlsls for 1980, and we must ecmploy two different sources of iﬁl'nr-
mation, onc of which contains information on tracts and nullmmlil'm
arcas, and the other of which contains data on tracts and individu-ulh ‘I';n :
former dataset is the 1980 Summary Tape File 4A (STF-‘/\—\';‘L;.U S‘L
B(urcuquﬂ()l'lhc.(.'cn.sus. .I‘)HU) :'"d_ the later is a special Iuhululi(.m of I.I-u'-
'“’.:” ! ‘/:- l.“".‘“ Use ermlnlu Sample (PUMS) that was constructed 1o
Illz)tx(l)l;].L a limited set of tract-level variables (U.S. Burcau of the Census,

Our analysis focuses on three racial/ethnic groups: whites. blacks, and
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Hispanics. In all cascs. whites and blacks have becn defined to exclude
Hispanics, who were identified from the 100% Spanish Origin item (U.S.
Bureau of the Census, 1982). In order to estimate a fully integrated and
cmpirically consistent model, we extracted from each data source all rec-
ords pertaining to the nation's S0 largest standard metropolitan statistical
areas (SMSAs). Even though we use two different data files to estimate
our model, both sources ultimately cover the same universe.

The two data files were employed to estimate two different kinds of
equations. The first kind expresses tract poverty as a function of met-
ropolitan characteristics, and it is estimated using the STF4A extract:

TPOV = {(GPOV, GPOV # GSEG, GPUB), n

where TPOV is the total poverty rate in a census tract, GPOV is the
poverty rate of whites, blacks, or Hispanics, GSEG is the level of seg-
regation from whites (which is interacted with the former variable), and
GPUB is a count of the number of units of low-income, family housing
inhabited by members of each group. All variables on the right-hand side
of the equation are measured at the SMSA level and are matched to
census tracts in each metropolitan area. TPOV and GPOV are taken
directly from the STF4A file while GPUB is drawn from Bickford and
Massey (1991), who obtained it from the U.S. Department of Housing
and Urban Development (1987).

GSEG is defined as the degree of a group’s residential dissimilarity
from whites. Indices of black-whitc and Hispanic—white dissimilarity were
obtained from Massey and Denton (1987)., who computed them dircctly
from the STF4A files. The level of white—white dissimilarity is, of course,
zero. since whites cannot be scgregated from themselves. By choosing
nonl fispanic whites as our standard for comparison, thercforc, wc arc
implicitly assuming that they experience no restrictions on residential
mohility because of their race. As we have conceptualized scgregation,
whites are not segregated by detinition.

To estimate the cquation, separate multilevel data files werc created
for whites, blacks, and Hispanics. Each file contained overall poverty
rates for alt tracts in the 50 metropolitan arcas, which were in turn matched
to group-specific indicators defined at the metropotitan level: the group’s
poverty rate in the metropolitan arca where the tract was located, the
group’s segregation from whites in that SMSA, and the number of low-
income public housing units inhabited by group members in the SMSA.
‘The proportion of all group members residing in cach tract was attached
as a1 weight to all records, ‘The three group-speific files were then con-
catenated 1o form one farge data lile. and Lg. (1) was estimated using,
weighted least squares (WLS). employing the weights just defined. Be-
cause the dependent variable—the tract poverty rate—had a limited range,
it was transtormed into a ogit prior 1o estimation so as not to violate the
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u§sumplions underlying WLS (the logit of any proportion, p, is delined
as logit (p) = loglp/(1 = p))). -

Data from the special PUMS extract was uscd to estimate a sccond sct
of equations that connected ncighborhood poverty rates to three individ-
ual-level outcomes:

NOWORK = {(TPOV, CONTROLS) (2)
BIRTH = {(TPOV, CONTROLS) 3)
FHEAD = {(TPOV, CONTROLS). (4)

The first of these equations cxamines the effect of neighborhood poverty
on male joblessness. NOWORK is defined to equal 1 if a male was jobless
during the prior year (either unemployed or out of the labor force) and
0 if he worked at all; the equation was estimated over two groups of
respondents: tecenage males aged 16 through 19 and young men aged 20
to 35. The second equation examines teenage childbearing: BIRTH equals
1 if a woman has ever given birth to a child and 0 if not, and was estimated
for women aged 15 through 18. The last equation considers the likelihood
of female-headed families: FHEAD equals 1 when a young woman is a
household head and has a child, and 0 otherwise; it was estimated for all
women aged 19 to 30. Because these dependent variables are dichotomous,
all equations were estimated using maximum likelihood logistic regression
techniques.

Each of the outcomes was predicted f: :m the tract poverty rate (TPOV)
and a set of individual-level control variables that vary from equation to
cquation (described below). Since the effect of concentrated poverty on
behavior is hypothesized to be nonlincar (see Cranc, 1991), wec express
TPOV as a serics of dummy variables when it is used on the right-hand
side of the equation (with catcgorics corresponding to 0-9%., 10-19%,
20-29%. 30-39%. 40-49%. and S0% +, with the first onc being the
reference catcgory).

‘The estimation of these three equations from the special PUMS file
brings up two methodological issues that rcquire discussion. First, a cross-
sectional relationship between tract poverty and male joblessness may
occur because high concentrations of poverty disrupt job networks and
provide negative role models (as Wilson argues). or it may simply be that
out-of-work men gravitate 1o poor neighborhoods. or that working men
leave for better neighborhoods (see Tienda. 1990). Class-sclective migra-
tion. in other words, constitutes an alternative hypothesis.

Since it is prolonged exposure to concentrated poverty that is posited
to have deleterious cffects on individual life chances. we estimate Egs.
(2) through (4) only for those respondents who lived in the same house
for 5 years or more. By excluding recent migrants from the analysis, we
control (however imperieetly) for the effect of sclective migration, and

SEGREGATION, POVERTY, AND LIFE CHANCES a5

by defining migration so strictly (i.c.. excluding all movers) we build a
conservative bias into the analysis. By defining migration at the houschold
level, we undoubtedly exclude some respondents who changed houscs but
stayed in the samc ncighborhood. If neighborhood poverty opcrates as
Wilson supgests, the exclusion of these people lessens the likelihood of
finding a significant relationship betwcen poverty concentration and in-
dividual behavior.

A second methodological issue arises because the Census Bureau added
a small amount of random noise to the tract variables it appended to the
special PUMS file. This action was taken to protect the confidentiality of
respondents by making it impossible to match an individual record with
a particular census tract. The addition of random error to tract poverty
rates creates no special problems for estimation, however, since it is
unbiascd. By definition it is uncorrclated with disturbance terms and
thercfore conforms to the identifying assumptions underlying maximum
likelihood estimation.

In addition, we recoded the poverty ratc into a serics of six categorical
variables corresponding to successive levels of neighborhood poverty (0-
9%. 10-19%, etc.). This procedure reduces the total amount of random
error that can affect the analysis: only noisc that shifts a poverty rate
across an interval boundary can influence the coefficient estimates reported
here. Moreover, since the error is unbiased, its effect on estimates is
conservative: it inflates standard errors but does not influence the coef-
ficient estimates themselves. It therefore makes it more difficult to detect
the relationships we seek to verify, so if we find statistically significant
relationships. we can be surc they are teal.

METROPOLITAN STRUCTURE AND NEIGHBORHOOD POVERTY

Our Icading hypothesis is that segregation and poverty intcract at the
metropolitan level to distribute cconomic deprivation uncqually among
ncighborhoods inhabited by whites. blacks, and Hispanics. The summary
data shown in Table 1 certainly conform to this view. They show that
blacks are much more likely to live in poor ncighborhoods than cither
Hispanics or whites. On average. blacks in the nation’s larpest metro-
politan arcas reside in arcas where nearly 23% of the familics arc in
poverty. while some 447 of all blacks live in tracts where more than
20 of the Tamilies are poor (the cutoff Wilson used to define a poverty
arca); and 7¢ are located in arcas where at least half the familics arc in
poverty.

In contrast. Hispanies live in tracts that are only 1577 poor, on average.
and only 327 of Hispanics reside inatreas where the poverty rate exceeds
2007 . Only 477 of all Hispanics can be found in neighborhoods where
more than S077 of the familics arc poor. Compared to cither minority,
however. whites are hardly exposed to poverty at all: Y5% live in arcas
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o TABLE 1
- Distribution of Whites. Blacks, and Hispanics among Tracts Classiticd by Their Poverty
Ratc: Fifty Largest Metropolitan Areas. 1980

All persons Persons in poor familics
Whites  Blacks  Hispanics  Whites  Blacks  Hispanics
Percentage living in
tracts where pov-
erty rate is:

U-9% §2.3 325 425 65.6 158 240
10-19% 12.8 239 259 211 207 255
20-29% 32 17.3 14.7 79 20.1 18.0
30-39% 1.1 11.7 8.0 33 16.7 13.3
40-49% 0.4 7.2 48 1.3 11.0 9.2
S0% + 0.2 7.4 4.0 0.y 15K 10.0

Average puverly rate
in census tracts in-
habited by group
members 6.6 22.5 15.1 7.4 30.2 21.8

where less than 20% of the families are poor and only 0.2% can be found
in tracts where the poverty rate exceeds 50%. The average poverty rate
in tracts where whites reside is just under 7%.

These intergroup differences arc heightened when we focus on the poor
of cach group. Whereas poor whites live in ncighborhoods that arc just
over 7% poor. on average, the average poverty rate in arcas inhabited
by poor blacks is about 309 and for poor Hispanics itis 229 In addition,
the vast majority of poor whites (R7%) live in tracts that are less than
20% poor, whereas a substantial majority of blacks (647%) live in tracts
that exceed this poverty rate, and 16% of all blacks live in arcas where
more than S0% of all familics are poor. Poor Hispanies lie between these
two extremes: about half live in tracts that are under 20% poor, and 10%
reside in arcas where the poverty rate exceeds S0

These figures make it obvious that poor blacks, and to a lesser extent
poor Hispanics. expericnce neighborhood environments characterized by
much higher levels of poverty than poor whites. Table 2 considers the
extent to which these intergroup differences can be explained by three
metropolitan-level factors: the total rate of poverty a group cxpur‘icncc.\'.
the interaction between its rate of poverty, its degree of residential seg-
regation. and its numerical representation in public housing.

All three explanatory terms have highly significant and quite powerful
cffects on the degree of neighborhood poverty. (Note, however, thint the
number of degrees of freedom is considerably less than the 54 A2 census
tracts: rather it equals the number of independent ubscrvations minus the
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TABLE 2
Weighted Least Squares Logistic Regression of Tracl Poverty Rate on Three Metropolitan-
Level Characteristics: Tracts in Fifty Lurgest U.S. Metropolitan Arcas

Outcome: Tract poverty ratc

Regression Standard Statistical

Metropolitan variables cocfficient crror significance
Group's rate of poverty 2.993 0.127 0.0001
Group's scgregation 3.353 0.138 0.0001

x group's poverty rate

Number of units of 0.010 0.001 0.0001
public housing
inhabited by group ((X0}

Intercept -3.233 0.013 0.0001
'S 0.295
N 54,442

number of paramcters cstimated, or 3 groups times 50 SMSAs minus 4,
or 146). Naturally, the rate of poverty that a group experiences in the
mctropolitan area as a whole has a strong effect on the degree of poverty
concentration its members experience at the neighborhood level (see the
rather large cocfficicnt of 2.993, p < .001); but as hypothesized, the effect
of metropolitan poverty is significantly exacerbated by segregation (see
the interaction cocfficient of 3.353, p < .001). A high rate of total poverty
leads to a far greater concentration of neighborhood poverty when a group
is highly scgregated. The peographic concentration of poverty is further
heightened by having a larpe number of group members living in low-
income housing (scee the coefficient of 010, p < .001).

Together. these three metropolitan-fevel variables explain about 30%
of the variance in neighborhood poverty rates. This is a very high degree
of explanatory power considering that none of the predictors is defined
at the tract level. The model accounts for ncearly a third of the variation
in poverty rates among some 5400 tracts using predictors that have only
150 independent data points cach (onc value for cach of three groups in
S0 SMSAs). Thus, knowing only three things about a group at the met-
rapolitan level—its poverty rate. its level of segregation from whites, and
its numerical representation in public housing—wc can predict with fair
accuracy the kind of neighborhood environment that its members expe-
ricnee.

NEIGHBORHOOD POVERTY AND INDIVIDUAL OUTCOMES

‘Table 3 moves the level of analysis down the structural hicrarchy and
considers the etfect of neighborhood poverty on the probability that a
teenage male did not work during the year prior to the census. The
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TABLL 3
Maximum Likelihood Prediction of the Probability of Not Working among, Men Aged
16-19 Who Arc Not in School and Not in Armed Forces: Respondents Located in the Fifty
Largest U.S. Metropolitan Arcas

Outcome: Not working

Regression Standard

Statistical

Independent variables - ¢ »fficient crror signiticance
Years of age
16 — — —
17 —0.6Y8°*** 0.115 0.001
18 -1.082°°° 0.123 0.001
19 -1.413°*" 0.137 0.001
Personal background
Native born (Yes = 1) 0.06Y 0.191 0717
Speaks English well (Yes = 1) 0.018 0.319 0.954
Marricd (Yes = 1) -0.143 0.465 0.757
Completed high school (Yes = 1) —0.426°** 0.109 0.001
Race/cthnicity
White — — —
Black 0.724*°° 0111 0.001
Hispanic -0.146 0.129 0.258
Household cconomic status
Head employed full time ~0.158°*° 0114 0.001
Head employed part time -0.652°*** 0.170 0.001
Head unemployed -0.31Y 0.204 0117
Head not in labor force — — —
Per capita income -0.087**° 0.012 0.004
Household social status
Female headed family (Yes = 1) 0128 095 0013
Head native born (Yes = 1) -0 Ut (154 [[X§.13]
Head speaks English well (Yes = 1) 0.1 0211 10,6206
Houschold head’s education '
Not high school praduate — — —
High school graduate -0 ) 0 (MR 0 s42
Some college 0023 0120 1 R4y
College praduate 0204 0146 0163
Neighborhood poverty rate
-9 -- = -
10-19%7 0.076 (V1LY 1. 480
20-2977 0215 IR RY) 0tin
30-39% (IR T L 0160 tm
J-49% (DRI 01w 0y
SO n6ste 0217 (IXT A
Intercept 200 0 IRK "n.00)
X for Covariates AU R {hh
Somers’ D 11368
N RV
Cp oo S
p < UL

et p < AN
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cquation was cstimated for all males aged 16-19 who were not in school
and not in the armed forces and the control variables include the re-
spondent’s age, nativity, English language ability, marital status, high
school graduation status, and racc and Spanish origin. Since most of these
tecnage respondents lived with their parents, the equation also included
several houschold-level controls: the head's employment characteristics,
nativity, English language ability, and education. We also held constant
the houschold's per capita income and the gender of its head (but house-
hold income was defined to exclude ‘contributions made by the re-
spondent).

A quick inspection of the control variable coefficients reveals that the
likelihood of joblessness among teenage males varies in fairly predictable
and straightforward ways. Joblessness falls as age and household income
risc. and is lower among young men who have completed high school
and among thosc in houscholds where the head is employed or native
born. Our interest, however, is less in the effects of control variables than
in the cffects of neighborhood poverty and its consequences for teenage
joblessness.

Consistent with Wilson's arguments, the likelihood that a teenage male
was jobless in the prior year rises stcadily as the concentration of neigh-
borhood poverty incrcascs. Compared to the interval 0-9% poor (the
reference category), the cocfficients for ncighborhood poverty risc pro-
gressively from 0.076 (n.s.) in the interval 10-19% to a maximum of 0.651
in the interval above 50% (p < .003); and exccpt for one coefficient (for
the interval 40-49%) the incrcasc is monotonic. In earlicr specifications
of the model. we also examined other indicators of ncighborhood com-
position, including the relative numbei™of jobless men in the tract and
the percentage of minority members it contained. In this and all subsc-
quent analyses, other tract-level variables added nothing to the cxplan-
atory power of the model above that already provided by the neighbor-
hood poverty rate alone.

Despite this striking relationship between neighborhood poverty and
teenage joblessness, however., the differential between black and white
youths persisted: the highly significant coeflicient of 1.724 for black race
(p = .001) means that teenage black males are considerably morce likely
to be jobless than white teenagers, even after taking account of their
more disadvantaged personal, family, and nciphborhood circumstances.
In contrast, Hispanic teenagers display roughly the same proclivity for
joblessness as white youths, once background characteristics are con-
trolled.

Table 4 continues the analysis by considering the determinants of job-
fessness among young men aged 2010 35. Again the control variables
behave in cxpected fashion: joblessness declines sharply with rising age
and cducation and is lower among native born and marricd men. Among
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TABLE 4
Prediction of Probability of Not Working ¢ ;
) g among Males Aged 20-35 Who Are Not in
School and Not in Armed Forces: Respondents in the Filty Largest U.S. Mctropolitan Arcas

Outcome: Not working

. Regression Standard S;z-llislic' |
{ndependent variables coclticient error signilican‘::c
Years of age
20-21 — —
23—23 -0.278* 0.109 0.o0n
2 -25 -0.113 0.115 0.327
2(;—5; -0.331°° 0.125 0.008
3u_+ -0.531°°° 0.134 0.001
-0.464** 0.1
Personal background © he
Native born (Yes = 1) 0.715°°° 0.15
. . 158 0.00
:Apcaks English well (Yes = 1) 0.178 0.243 0 45;
arried (Yes = 1) —-0.846°°* 0 ™
Eanaricd A 0.001
Not high school graduate — — —
High school graduate —0.505°°* 0.087 0.001
Some college -0.680°*"* 0.110 0.001
College graduate -1.327°* 0.211 0.001
Race/ethnicity .
White — —
Bl_ack . 0.596°°* 0.117 0.00t
Hlspanlc 0.192 0.143 0.179
Neighborhood poverty rate '
0-9% — —
lﬂ-l‘):’;fr 0175 0.1 0.t07
20—29"/0 0.303° 0119 0.0t
J(I-J*Jr/r B - R 0.135 0.00)
:();/49 i 0.719°°* 0159 0.0
I";()',:-'Ql (1.1, R 0160 ().t
tereep 1. 457" 0.27
X for Cavariates JSK.4S5) 0 l !
Somers” 1) 0.424
N RIEVER
tp < NS
tp - Ul
et p - UL

these young adults, however. the link between neighborhood poverty and
IT.lilk:. joblessness is even stronger than among teenagers. The coceflicients
rise in a perfect monotonic series from the lowest poverty interval to the
!nghcst. going from 0175 (n.s.) in the interval 10-1997 to a value of 1.OOY
in the interval S0 + (p < .001). As young men are exposed to higher
and higher levels of neighborhood poverty. therefore, their likelihood of
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meaningful participation in the labor force progressively declines; but as
before, this fact does not begin to erase the large differential between
biacks. on the onec hand, and whites and Hispanics, on the other.

Tuble 5 considers the cffect of ncighborhood poverty on the probability
of motherhood among girls aged 15 to 18. In general, the likelihood of
early motherhood increascs with age and, not surprisingly, is higher among
girls who arc married than those who arc not; it also tends to fall as
household income rises and is somewhat lower among teenagers in families
where the head is educated at a high school level or above. As before,
the coefficients for ncighborhood poverty are consistent with Wilson’s
theory: exposure to neighborhood poverty tends to promote teenage child-
bearing, although the relationship is not monotonic or particularly strong;
and again onc of the strongest effects in the model is black race. Black
tecnagers are much more likely to become mothers than whites no matter
what the level of neighborhood poverty and no matter what their personal
or family circumstances.

The last analysis we consider examines the probability of becoming a
female family hcad among women aged 19 to 30. As the estimates of
Table 6 indicate, the likelihood of heading a family with children rises
sharply with age, falls quite strongly with rising education, and not sur-
prisingly, it is lower among those women who are married and those who
are working (we did not exclude married women because many black
women become female family heads through separation without obtaining
a divorce—sec McCarthy, 1978).

Unlike the cquation examining tecnage motherhood, however, the ef-
fcct of ncighborhood poverty on single parcnthood is very strong, and it
monotonically ascends as the rate of “ncighborhood poverty increases.
Female-headed families arc considerably more likely to occur among
women living in neighborhoods with high levels of poverty than among
those residing in low poverty arcas. As in carlicr cquations, this striking
fact does not begin to erase the black—white differential, however. Black
women are still considerably more likely than whites to expericnee single
parenthood: but in contrast to other analyses, the Hispanic and black
coclficients are roughly cqual. Holding personal characteristics and ncigh-
borhood poverty constant. therefore, both black and Hispanic women arc
more tikely to head families with children than are whites.

These Tour analyses of acighborhood effects on individual outcomes
have supported the theoretical arguments of Wilson in one sense, but not
another. On the one hand, we have presented fairly strong and consistent
empirical evidence to show thit prolonged residence in a poor ncighbor-
hood increases the likelihood of male joblessness, teenige childbeuring,
and single parenthood wmmong women. Morcover, the higher the rate of
neighborhood poverty. the higher the probability that these deleterious
outcomes veeur. The relationships were cspecially strong in predicting
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TABLE S
Prediction of the Probability that a Woman Aged 15-18 Has a Child: . TABLE 6 '
the |:iy"y Lurgcs:,glf; M’t:uls “::nH/':s " 'u"ld' Respondents in Prediction of the Probability that Females Aged 19-30 Head a Family with Children:
i po reas Respondents in the Fifty Largest U.S. Metropolitan Arcas
o Outcome: Has had a child Outcome: Hcad of family
Independent variables t:f;;::w? Standard S'“_'i_““‘-""l ;;;grcssi(;n Standard Statistical
) o cn error significance Independent variables coefficicnt error significance

Ycars of age
& Years of age

15
16 ciee - — 19-20 — — —
17 u.851°" 0.274 0.002 21-22 0.602° 0.270 0.026
18 A 0.259 0.001 23-24 1.543°* 0.255 0.001
Personal background ' 269 0.001 25-26 2 0252 0.001
Native born (Yes = 1) —0.342 - : : :
aks Engli . _ - 0.434 0.614 29-30 312900 1.249 0.001
:4[’::':"[-(?::'1:\\!;.;! (Yes = 1) —ll.343." 0.784 0.062 Personal background
Completed high school (Yes = 1) 0.272 0.033 0.001 Native horn (Yes = 1) -0.273 0.178 0.125
Currently working (Yes = 1 -u.337 0.235 0.151 Speaks English well (Yes = 1) 0.363 0.254 0.153
Race/cthnicity g(Yes = 1) —0.401 0.213 0.060 Married (Yes = 1) ~2.129%** 0.142 0.001
White Currently working (Yes = 1) —-0.598°*° 0.101 0.001
Black Sgess _ - Education
Hispanic (1“2,:(; ::Z‘Is 0.001 Nat high school graduate — — —
Ht;t;schold economic status ' a8 0.850 ;ﬁgh school graduate —g.:;?,::: 0.119 ggg:
cad employed full time -0.011 ome collcge - . .
' . 0177 0.949 -0.924°°° 0.15 0.00
:ea: employed part time 0.402 0,248 0105 . a(;‘zl/lz‘g,:niri::duatc .92 8 1
ca uncrpployed —0.186 0.313 0.551 Whit y _ _ _
Head not in labor force . . ’ Bl Ikc | 493%es 0.229 0.001
Per capita i eoe - ac : . :
Househond social statas ~0.246 0.042 0.001 Hispanic 1.375%°* 0.255 0.001
:Icud native born (Yes = 1) 1,549 0 408 0179 Nciﬁh:;:.)’lhuud poverty rate )
fead speaks English well (Yes = 1) 0161 - . L9 _— — —
: : ).502
Houschold head's education ‘ -2 {738 i”—.l,(),:,r "'279.. 01453 1034
:‘Jul high school praduate — - ;::_"::,: :::i:-. :::;:, ::((::;
fip : yeaduate N - . R I . .
s(:ﬂ‘ct".‘;;:-::”du.m - 0,301 TREY 0.040 40-49% 1.843°°° 0187 0001
Callege graduate ::I‘;’; 0 2da 0.450 S0 1ayee 0. 186 0.001
Nci%hhmhnud poverly rale o " 0.4 ;‘.'c'":'(‘.l it 9|::;):,::: 041 0.
-9 or Covariates 2176
‘- — — . - 068
;::-IU’:- 0,252 0344 03] :mur.\ D (:_(lg_a
up_i:éf 0.479° 0,240 0046 _
"4(,:'49/-: 0239 0 208 1 35] S pe S
o '.4 207 03y TR e L
o 0.561° 10,281 LIS s
In‘lcucp? ’ - 3978 1).9K0 " llill r
X for Covariates 315 67200
Somens” D -ll:hﬁ(.‘
N 3051 jublessness wmong young adult men and in determining the likelihood of

* s single parenthood among young women.
epelANL On the other hand, even adjusting for the disadvantaged personal,
IS family. and neighborhood circumstances that blacks face, the discrepancics
between them and other groups persist. This finding is consistent with
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the results of Testa, Astone, Krogh, and Neckerman (1989), who used
data from Wilson's Urban Poverty and Family Life Project to show that
even after controlling for male joblessness and ncighborhood poverty,
black men were much less likely than white or Mexican men to wed the
mother of their children. Although the concentrated poverty that blacks
systematically face may be a key factor in accounting for their persistent
poverty, it clearly is not a complete explanation.

LINKING INDIVIDUAL OUTCOMES TO METROPOLITAN
STRUCTURES

Despite the fact that racial differentials persist even when neighborhood
conditions are controlled, our analyses nonetheless reveal that a significant
portion of black joblessness, teenage pregnancy, and single motherhood
is explained by the high concentration of neighborhood poverty that blacks
experience, and that concentrated bl:-k poverty can be traced, in turn,
to broader structural forces that promote scgregation and poverty at the
group level within U.S. metropolitan areas.

This chain of effects—from metropolitan conditions to ncighborhood
composition to individual outcomes—can be made more concrete by using
the models we have estimated. First we predict levels of neighborhood
poverty from elements of metropolitan structure; then we insert these
predicted poverty concentrations in the individual equations to predict
joblessness, teenage motherhood, and single parenthood from ncighbor-
hood poverty, holding personal and family traits constant. This exercise,
which is conceptually equivalent to deriving a reduced form cquation from
a lincar system of cquations. is carricd out in Table 7.

The top section of the table uses the equation of Table 2 to generate
prcdiclcd proportions of poor that group members can expect to encounter
in their neighborhoods given a metropolitan-wide level of segregation and
ratc of poverty. The next panel down computes these poverty concen-
trations  assuming extensive representation in public housing (46,000
units—the number of black-occupicd family public housing units in New
York). The third panel uses the eguation of Table 4 to predict the like-
lihood that a young black male is jobless assuming the personal and family
characteristics listed at the bottom of the table and systematically inserting
into the equation the neighborhood poverty rates predicted in the seeond
pancl of Table 7. Finally, the bottom pancel uses the cquation in Table 6
to predict the likelihood that a young black woman heads o family with
children. again assuming the personal characteristics listed at the bottom
of the table and employing the predicted neighborhood poverty rates listed
in the sccond pancl of the table.

As the top two sections of the table show, the interaction between a
group’s poverty rate and its degree of segregation in society has a profound
cffect on the level of neighborhood poverty concentration that its members
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TABLE 7
Predicted Neighborhood Poverty Rates, Probabilities of a Young Man Not Working, and
Likelihoods of ileading a Single-Parent Family

Group's level of residential segregation
Group's total e e e e m e e e s s e

poverty rate - 30 6l) 9 100
Predicted poverty concentration assuming no public housing
0% 51 056 6l .067 .069
20% A6? .1 97 .1t6 123
30% .URY A17 150 193 209
0% Q16 163 .226 304 333
Predicted poverty concentration assuming extensive public
housing
10% 078 .085 094 102 106
20% 102 122 .145 A72 182
0% 133 A72 219 275 .296
4% 172 23 317 49 442

Predictcd probability that a young black man does not work®
(assuming extensive public housing)

0% 358 358 358 3y 3%
20% 399 .39 399 i 3%
30% 399 v 430 430 430
40% 399 43 484 .533 533

Predicted probability that a young black woman heads a single-
parent lamily® (assuming extensive public housing)

1% 228 228 .228 280 .280
207 280 280 280 280 280
N 280 280 A6 36 e
048 L2K0 e Az A06 Aba

“ A native burn black male, age 25, who speaks English well and is an unmarricd high
school graduate. . . .

* A native born black female, age 25, who speaks Linglish well and is an unmatrricd high
wchool graduate who is not working

experience. Being a member of a group with a poverty rale of 10% and
no segregation, an individual can expect to live in a ncighborhood l.h:n
is roughly 577 poor. As the poverty rate rises to 4056, the level of nc!gh-
borhood poverty increases o about 12% in the absence of segregation;
but as segregation and poverty both rise. the level of poverty concetration
increases dramatically, reaching about 33% with complete segregation
and a poverty rate of 40,

When o group is represented extensively in public housing, levels of
necighborhood poverty arce increased systematically—from \ to 11 per-
centage points depending on the poverty rate and segrepation ch:cl as-
sumed. This general increase, however. does not alter the basic linding
revealed earlier: poverty concentration still rises sharply as a group’s
scgregation and poverty rate increase. Thus, when a group’s poverty rate
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- grows from 20% to 30% (which occurred among blacks in Chicago be-
tween 1970 and 1980) the degree of poverty concentration grows dra-
matically (from 17% to 27%) when the increase occurs under conditions
of high segregation (say %, the level observed in Chicago during the
1970s).

The third panel shows the extent to which the three structural met-
ropolitan factors are translated into individual joblessness among black
men through the intervening variable of neighborhood poverty. According
to our estimates, a 25-year-old black man had a 36% chance of being
jobless in a metropolitan area where the black poverty rate was 10% and
there was no segregation. Increasing the overall rate of black poverty to
40% incrcased the probability of joblessness slightly to just under 40%;
but increasing both scgregation and poverty raised the probability of
joblessness dramatically, to 53% when segregation and poverty both
reached their ‘maximum. High levels of scgregation and black poverty
thus intcract to produce a high concentration of poverty in neighborhoods
where blacks live and this, in turn, generates 2 high probability of male
joblessness.

A similar pattern is observed when we examine the effect of segregation
and poverty on the probability of being a female family head. With no
segregation and a 10% poverty rate, the likelihood that a 25-year-old
black woman would head a family with children was 23%; but as the
black poverty rate increased to 40% and segregation went to its maximum,
the probability of single parenthood nearly doubled to 41%. This 18-point
increase is solcly attributable to the effect of two metropolitan conditions;
all other personal and family characteristics arc held constant.

SUMMARY AND DISCUSSION

In this paper we have shown theoreticatly and empirically how personal
behaviors that are widely associated with the underclass, and which out-
wardly appear to be idiosyneratic and wholly individual, are in fact linked
| to structural conditions in society that are beyond individual control or
influence. In particular, the degree of residential segregation and the rate
of poverty that a group expericnces in a metropolitan arca intcract to
determine the concentration of poverty that its members experiencee in
ncighborhoods. As poverty rises in a racially segregated environment,
blacks are exposed to progressively higher lcvels of neighborhood poverty
and increasing income deprivation, no matter what their individual social
and cconomic characteristics.

The concentration of poverty that arises from the conjunction of high
poverty rates and high levels of sepregation leads, in turn, to varicty
of deleterious individual outcomes. Long-term residence in a poor neigh-
borhood towers the odds that a black man will find a job, and increases
the probability that a black woman will bear children out of wedlock and
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end up heading a family with children. Living in a neighborhood that is
40% poor—which is the case for a quarter of poor blacks in our sample—
is associated with a 53% chance of being jobless for a 25-year-old black
man and a 41% chance of heading a family with children for a black
woman of the same age.

Although these findings appear lo be clear, consistent, and straight-
forward, one caveat must be borne in mind. The inference that structural
arrangements cause neighborhood conditions that determine individual
behavior is inferred irom theory rather than from the design of the re-
search itsclf. Since the data are cross-sectional, strictly speaking they can
only yield results thai fail to contradict our causal arguments, but they
cannot by themseives sustain an imputation of causality.

The cffect of metropolitan structure on the concentration of ncighbor-
hood poverty has been demonstrated clsewhere using a fully dynamic
model (sce Eggers and Massey, 1991b). In cssence, the transformation
of the urban cconomy from the production of goods to the processing of
information increased the incidence of poverty among blacks, which be-
cause of segregation was confined exclusively to black neighborhoods,
thereby driving up the geographic concentration of poverty. As our the-
oretical model predicts, trends in poverty interacted significantly with
trends in segregation, so this relationship is probably not the weak link
in the analysis.

The most serious threat to the causal interpretation we attribute to the
model most likely concerns the relationship between neighborhood pov-
erty and individual outcomces such as joblessness, tecnage childbearing,
and single parenthood. Although the gssociations arc clear, the causal
arrows could. in fact, also move in the opposite dircction if there were
a sclective process of migration whereby poor people pronce to joblessness
and family disruption moved to poor ncighborhoods.

In the absence of class-specific migration rates, we cannot fully climinate
this alternate hypothesis, but we did control for it within the limits of our
data by climinating all movers from the analysis. Our study considers only
the effects of long-term residence in poor ncighborhoods on the likclihood
of individual behaviors associated with the underclass. Even if there were
originally class-selective migration into different neighborhoods, all sub-
jeets had at least § years of exposure to local poverty rates. during which
time the selection effects would be progressively diminished by the more
recent effects of the neighborhood cnvironment. A more definitive res-
olution to this problem. however, carries substantial data demands that
are now heyond the ability of publicly available datasets to satisfy.

In summary. these findings are consistent with the structuralist view of
William Julius Wilson (1987) and others who argue that ncighhnrh(md
conditions dramatically affect individual possibilities for sociocconomic
success. But they also broaden Wilson's theoretical approach by linking
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* ncighborhood poverty ratcs to one particular featurc of metropolitan social
organization. Although Wilson correctly identified one structural causc
of poverty concentration—the overall increase in minority poverty that
occurred during the 1970s—his theoretical model did not recognize the
crucial importance of scgregation in mediating the geographic cffects of
rising poverty rates. In the abscnce of scgregation, recent increascs in
black poverty would not have produced the substantial growth in poverty
concentration obscrved in recent ycars.

As the principal structural feature responsible for the concentration of
poverty during the 1970s, we argue that segregation is deeply implicated
in the promulgation of individual outcomes associated with the underclass.
As long as segregation continues to be imposed on African Americans
because of the color of their skin, racism remains a salient cause of class
stratification and racial inequality in the United States. In the words of
Thomas Pettigrew (1979), segregation remains the “structural linchpin of
American race relations.”
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Rasch Measurement and Difterences between Women and
Men in Self-Esteem
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Most rescarchers who investigate sociotogical influences on emotional well-being
or distress employ correlational methods as justification for the scales used as
measures of distress (factor analysis) and to describe the effects of various factors
on distress (regression). This paper suggests that log-lincar and related models
offer certain advantages over the linear model which have largely been ignored.
An analysis of the cross-classification of items included in a widely used measure
of self-estcem suggests that one of the items must be climinated to approximatcly
achicve measurement as defined by Rasch. The resultant latent variable shows
no difference in self-esteem between women and men. An analysis of the additive
index which includes all of the items, however, reveals that women have lower
sclf-cstecem than do men. This apparent difference results solely from a difference
on the discrepant item: women are less likely than men to report that they often,
rather than sometimes or rarely, can do things as well as most other people.
© ') Acudemic Press, Inc.

One of the most persistent findings in rescarch on sex differences in
mental health is that women report less well-being or more distress than
men do. In fact, Dohrenwend (1975) reports that sex, sociocconomic
status, and residence (urban vs rural) ‘asc the three sociotogical factors
that consistently affect the prevalence of mental disorder. Most rescarch-
ers. though, do not have information on mental disorder or illness. Rather,
they have responses to guestions about mood that arc asked in national
or community surveys of samples of the population. Such guestions typ-
ically ask if or how frequently respondents felt or cxpericnced something
that is deemed to be a symptom of a particular or generalized disorder.
‘The investigator often performs i factor analysis and reports that & certiin
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FROM: Alicia H. Munnel
Assistant Secretary
for Economic Policy

SUBJECT: The Treasury Department's Role in Low- and
Moderate-Income Housing

The Treasury department is responsible for two notable
activities that help provide housing for low- and moderate-income
households -- the low-income housing tax credit and the
Resolution Trust Corporation's (RTC) Affordable Housing
Disposition Program (AHDP). 1In addition, the Treasury
administers several other provisions of the Internal Revenue Code
that affect low- and moderate-income housing. Several Treasury
agencies influence many aspects of the housing industry through
various regulatory activities.

Low Income Housing Tax Credit

Section 42 of the Internal Revenue Code provides for a tax
credit in annual installments over 10 years for newly constructed
or substantially rehabilitated low-income rental housing. For
most newly constructed and substantially rehabilitated housing,
the credit percentages provide a credit stream with a present
value equal to 70 percent of the total qualified expenditures.

In the case of housing receiving other federal subsidies and the
acquisition of an existing building that is substantially
rehabilitated, the credit percentages provide a credit with a
present value egual to 30 percent of the total gqualified
expenditures. Generally, that part of the building for which the
credit is claimed must be rented to qualified low-income tenants
at restricted rents for 15 years after the building is placed in
service.

Generally, in order for a credit to be claimed with respect
to a building, the building owner must receive a credit
allocation from the appropriate credit authority. The low-income
housing credit is allocated by State or local government
authorities subject to an annual limitation for each state. The
population component of the annual State credit limitation was
$1.25 per resident for 1992, but this portion of the State credit
l1imitation could not be allocated after June 30, 1992. Treasury
has estimated that the outlay equivalent value of this tax credit
will increase from $1.13 billion in FY 1992 to $1.53 billion in
FY 1994, with associated revenue losses of roughly equal
magnitude.
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The low-income housing tax credit expired after June 30,
1992 and is likely to be extended. Its proponents argue that the
low-income housing credit encourages the private sector to
construct and rehabilitate the nation's rental housing stock and
to make it available to the working poor and other low-income
families. It is claimed that in addition to tenant-based housing
vouchers and certificates, the credit is an important mechanism
for providing federal assistance to rental households.

Significant issues have been raised about the efficiency of
the credit. A Congressional Budget Office staff memorandum
concludes:

The low-income housing credit is intended to address two
problems: the shrinking supply of affordable housing for
poor people, and the standard quality of units typically
available to poor people. However, the low-income housing
credit, like other supply subsidy mechanisms, is unlikely to
increase substantially the supply of affordable housing.
Subsidized housing largely replaces other housing that would
have been available through the private, unsubsidized
housing market. Moreover, while the new subsidized housing
is almost certainly better than the housing it replaces, the
improvement in quality is generally worth much less to
tenants than its costs to the government. As a result, the
government can provide assistance of equal value to tenants
through housing vouchers at a fraction of the cost of
credits.!?

A HUD-sponsored study indicates that a ratio of tax credits
to housing voucher costs of about 2.5 can be used as a standard
to assess overall efficiency.? Both this study and the CBO
analysts do allow that tax credits are potentially more effective
tools than housing vouchers to revitalize particular
neighborhoods and to provide affordable housing to low-income
households in very tight housing markets. In this regard, a
particularly lucrative credit is available for buildings in areas
designated "hard to develop".

1cBO staff Memorandum "The Cost-Effectiveness of the Low-

Income Housing Tax Credit Compared with Housing Voucher" (April
1992, Congressional Budget Office).

2ugEvaluation of the Low-Income Housing Tax Credit" Final
Report - (February 28, 1991, Department of Housing and Urban
Development) .
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The Affordable Housing Disposition Program

Perhaps the most positive development to emerge from
Treasury's management of the savings-and-loan crisis is the
Resolution Trust Corporation's (RTC) Affordable Housing
Disposition Program (AHDP). Title V(c) of the Financial
Institutions Reform, Recovery, and Enforcement Act of 1989 as
amended by the RTC Refinancing, Restructuring, and Improvement
Act of 1991 directs the RTC to use its portfolio of foreclosed
properties to provide affordable housing opportunities for
moderate-, low-, and very low-income households when feasible.
Since January 1990, the AHDP has closed sale on about 17,000
single family homes and 38,000 apartment units. In addition,
about 700 properties have been donated to nonprofit and public
agencies to help special populations such as the homeless and the
handicapped. :

Single family homes in the RTC's inventory judged affordable
for very low- to moderate-income households are sold exclusively
to eligible households, nonprofit and public agencies during a
three-month marketing period. 1In certain circumstances, the RTC
provides up to 25 percent of the sale price of the homes for
necessary repairs. During the first 30 days of a marketing
period, multi-family units are made available to public agencies,
and then to nonprofit for an additional 30 days. If there are no
public agency or nonprofit bids on a property, it is then made
available to all bidders including for-profit entities.
Condominiums can be handled in a same fashion as single-family
units or the RTC may choose to sell condominiums in bulk
following procedures similar to those that apply to multi-family
units.

The RTC provides considerable assistance to buyers. The RTC
offers its own financing to single-family buyers at favorable
terms as well as home ownership counseling. For multi-family
units, the RTC offers bridge loans for up to two years for up to
1 percent down. This provides time for the agencies to
rehabilitate a property, secure permanent financing, and, in many
cases, arrange a sale to a community-based organization. 1In
addition, the RTC provides an array of attractive permanent
financing options.

After some initial problems, the RTC's handling of the AHDP
has been widely viewed as especially competent. Perhaps most
important, they have not been hamstrung by unnecessarily
restrictive legislative provisions and regulations. 1In addition,
the RTC is well managed and has been able to recruit first-rate
staff, many of whom have been made available from the direct and
indirect consequences of the savings-and-loan crisis and the
collapse of the housing industry. Further, the RTC relies
heavily on private contractors to provide underwriting,
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assessment, and housing counseling services. It appears they
have been quite judicious in their choice of such contractors.

Other Treasury Activities

In addition to the low-income housing tax credit, Treasury
is responsible for other provisions of the Internal Revenue Code
that directly affect low-and moderate-income housing. These
include tax exemption for interest on qualified revenue bonds to
finance the purchase of housing by low-income, first-time home
buyers and bonds to finance for low-and moderate-income rental
housing.® The Internal Revenue Service, the Office of Thrift
Supervision, and the Comptroller of the Currency issue
regulations that affect all aspects of the industry and, in
particular, shape the behaviors of for-profit and non-profit
organizations involved in the development and management of low-
and moderate-income housing units.

DISTRIBUTION:

Chris Edley, OMB
Harry Meyers, OMB
Steve Redburn, OMB
Elana Sigall, OMB
Issa Barrett, OMB
Brad Delong, Treasury
Michael Stegman, HUD
Joseph Stiglitz, CEA
Kevin Berner, CEA
Heather Ross, NEC
Peter Yu, NEC

Jim Jordan, FEMA

3The most significant tax related impact on housing is, of
course, the deductibility of mortgage interest and state and
local property taxes for owner occupied homes. Treasury
estimates that in FY 1994, the outlay equivalent tax expenditure
for these provisions will amount to $62.1 billion per year.
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Jim Jordan of OMB has promised to provides:

* Average Pair Market Rent
* HUD Efforts =-- program/dollars/amount

HUD Data Sources Do Not Cover:
* Where aseisted families go when they leave assisted units

*» Living arrangements before receiving assistance
* Why families leave HUD assistance
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Size and Occupancy of the Assisted Housing Stock

Public and Indian HBoueing Stock: 1.35 million
Vacant: 110,000
Vacancy Rate: 8.5 percent

Multifamily Housing Stock with Project-Based Assistance:
1.9 million

This category includes Section 8 New Construction and otherx
Project-Based, Rent Supplement, Section 236, Section 202 without
Certificates or Vouchers, and Section 221(d)3 Below Market
Interest Rates. (It does not include the Section 8 Certificates
and Vouchers programs, which do not involve long-term commitments
by the Federal government to particular structures. BHUD has
awarded funds to subpidize nearly 1.4 million units of asslstance
through Certificates and Vouchers.)

Vacancies in private project-based assisted housing are not
tracked; vacancy losses in one portion of that stock, assisted
insured multifamily units, came to 3.4 percent of potential
tenant-paid rents.
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Age and Condition of Assisted Housing Stock

Public Housing

35 percent of public housing program units are located in
buildings constructed before 1960. 26 percent are in projects

built between 1960 and 1970. Of the remaining 39 percent, nearly
all were bnilt in the 1970s.

The condition of the public housing stock may be summarized
by the Backlog Cost: the cost of needed repairs or replacements
to existing physical systems plus items that mmst be added to
meet local codes or HUD modernization standards plus lead-based
paint abatement plus handicapped access. In 1990, the estimated
Backlog Cost was $13.4 billion, or $10,300 per unit. The
distribution of the need is highly skewed, with on the one hand
36.2 percent of units needing somewhere between no work at all
and $5000 of fixup, and on tha other hand 0.5 percent of units
needing between $60,000 and $85,000 per unit.

Private Project-Based

BUD has no readily accessible comprehensive data source on
age for the entire stock of private project-—based assisted
housing. For the part of the stock with HUD-insured or HUD-held
mortgages (about 70 percent of the total), the breakdown of the
mortgage origination year is as follows:

Pre-1970: 6 percent
1970-1979: 54 percent
1980 to present: 40 percent

These figures understate the age of the housing for the 14
percent of mortgages that involve refinancing or reinsurance of
the property.

The estimated Backlog cost for the part of the assisted
stock with HBUD-insured or HUD-held mortgages is $2.3 billion, or
$1,520 per unit.
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Welfare (AFDC, SSI) Overlap -- Data Source 1

AFDC Families by Type of Shelter Arrangement, FY 1989

Total: 3.8 million

In public housing: 9.6% (365,000)
HUD or other rent subsidy: 13.9% (528,000)
Owner-occupied: 4.7%

Unsubsidized private rental: 62.9%

Group Quarters: 1.6% '

Rents Free: 6.5%

Unknown: 0.7%

Source: Characteristics and Financiél Circumstances of

Recipjents, PY 1989, Department of Health and Human Services,
Pamily Support Administration, Office of Family Assistance

Note: This is the most official tabulation of the overlap between
housing assistance and AFDC, but the proportion of AFDC
recipients receiving housing assistance is probably higher than
stated. State Quality Control program officials probably rely on
self-report by recipients for this item, and the Section 8
programs are not accurately reported in surveys. BUD does not

have an administrative source of data on the AFDC/Section 8
overlap in place.
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Welfare (AFDC, SSI) Overlap -- Data Source 2.

Houging Problems of Very-lLow=Income Renters with Children

Absolute numbers are in thousands of households; Columns (3)
through (6) sum to column (2), except for rounding

r —_— 1 T —
(1) (2) (3)Baving | (4) Other | (5) No (6)
Category | Total Worst- Housing Housing Assisted
Case Problems® | Problems
Needs'’
| Total 5,867 2,117 1,531 530 1,688
} Percent 100.0 36.1 26.1 9.0 28.8
| Female 3,626 1,380 651 223 1,371
Head, No
| Epouse
Percent 100.0 38.1 18.0 6.2 37.8
Receive 2,388 908 352 112 1,016
Welfare
| Income?
Percent 100.0 38.0 14.7
! Three or | 1,842 635 . 573
More
!Children .

iVery low-income renters have worst-case needs if they receive no
housing assistance and have: (1) excess rent burden (greater than
50 percent of income) or (2) a severely inadequate unit. The
great majority of households in this category have only excess
rent burden.

2ygually AFDC, although the question includes SSI. Welfare
income ie under-reported.

Wery low-income renters have other housing problems if they
receive no housing assistance and have: (1) rent burden between
30 and 50 percent of income; (2) a moderately inadequate unit; or
(3) crowded quarters (more than one person per room).

Source: American Housing Survey 1989.
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Cumulative Work Disincentive

The marginal tax from HUD'’s 30 percent rule is almost zerxo
80 long as the family ie on AFDC, because of AFDC’s dollar for
dollar benefit reduction rate.

A family which is not on AFDC but receives Food Stamps and
housing assistance would have a 54 percent marginal tax rate on
wage income (30 percent from HUD, 24 percent from Food Stamps).
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Family Self-8ufficiency

Public Housing Agencies (PHAs) receiving new increments of
Section 8 funding or public housing development funding are
obliged to set up a Family Self-Sufficiency (F88) program. The
minimum number of families to be enrolled in this program is, in
general, equal to the number of incremental Section 8 and/or
- public housing development units received from FY 1992
appropriations forward, plus units received under special
competitive awards from FY 1991 appropriations. FSS
participation is not mandatory for assisted families, and housing

assistance may not be delayed to any family because of refusal to
participate in FS8S.

In FS5, a contract of participation between the PHA and the
assisted family specifies the milestones of progress the family
is expected to meet in the process of becoming self-sufficient.
It also specifies the services that the PHA will obtain in the
community to help the family become self-sufficient. Such
sarvices might include child care, job training, education,
parenting or financial management classes, substance abuse
counseling, and transportation. To facilitate obtaining these
services, the PHA is obligated to set up a Program Coordinating
Committee of local service providers and other public and private
organizations. The initial contract length must not be more than
S years, but contracts may be renegotiated at the discretion of
the PHA and the family.

In assisted housing, the tenant contribution to reant is set
at 30 percent of adjusted income. In FSS, however, any increases
in the tenant contribution (because of increases in income) are
deposited in an escrow account so long as income remains below 50
percent of area median inceome. (Above 50 percent of area median
income, the escrow deposit is frozen at the 50 percent of median
level.) The escrow payment will be returned to the family when
all forme of houeing assistance end, but will be forfeited if the
family failed to leave housing assistance within ten years of
enrollment or if found noncompliant with the terms of the
contract. Under amendments in the Housing and Community
Development Act of 1992, the escrow must also be released to the
family upon leaving the Aid to Families with Dependent Children
program; upon completion of contract milestones, the PHA may also
release escrow funds to the family to use for an FSS-related
purpose, or as partial down payment on a home under the Section 8
homeownership program.

The FSS program requires the services of a case manager for
the participant families. It may also entail other costes.
Additional operatini subsidy to cover the cost of program
operation may be pald for public housing FB§ programs. Section 8
FS5 program costs must be paid out of the Section 8
administrative fee; no increase in this fee for FSS participants
is authorized.
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Moving to Opportunity

Moving to Opportunity for Fair Housing (MTO) is a set-aside
program of Section 8 vouchers or certificates. Families are
eligible for assistance under MTO if they meet the following
conditione: (1) they have children, (2) they live in public
housing or Section 8 project-based assisted housing, (3) this
houeing is in an area of concentrated poverty. MTO is a
competitive program; participating PHAs must serve central cities
with over 350,000 people within metropolitan areas with more than
1.5 million people.

The purpose of MTO is to asasist families 1living in high-
poverty project-based assisted housing to move to privately owned
housing units in low-poverty areas. The hope is that this
change will make a significant difference in the life
opportunities of both the adults and the children in the
assisted families.

Many of the families will receive counseling services
from non-profit organizations modeled on the Gautreaux program of
the Leadership Council for Metropolitan Open Communities in
Chicago. In that program, which is a court-ordered remedy for
segregation in the public housing program, assisted black
families can only use their certificates in mostly white
neighborhoods; they receive various kinds of assistance from the
program staff in finding appropriate units in such neighborhoods.
The MTO counseling program will be similar, except that families

assisted under it will have to nse their certificates or vouchers

in low-poverty areas rather than white areas.

Under the Gautreaux program, several thousand black families
have received initial placements in white neighborhoods since the
program started. Followup studies by researchers at Northwestern
University have found encouraging patterns of educational
attainment among the children of these families. However, these
patterns may be influenced by the high degree of self-selection
and screening of participants, and the Northwestern findings may
be influenced by these effects, rather than by the impact of the
program. _

HUD will use the FY 92 and FY 93 funding for MTO to assist
two groups: families who receive Gautreaux-like assistance, and
families who receive standard Section 8 assistance. Families
will be assigned randomly to the two groups, and HUD will track
their achievements over time.

¢ o bt
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Age of Householdar
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Age Public Certificate | Private All
housing /voucher Project- income-
based eligible
renters
Onder 35 21% 42% 27% 39%
35-64 41 35 33 35
65 or 38 23 40 26
older
Median age 56 yrs 40 yrs 56 yra 41 yrs

A LT SN
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Income and Sources

TEL NO:
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Received Public Certs/ Private All

income housing vouchers project- income-

from: based eligible
renters

Wages 35% 43% 43% 59%

8ocial 47 32 49 30

security/ :

nsions

AFDC/SS1 45 51 24 26

Food 49 56 25 30

Stamps

Median $6,571 $7,060 $8,074 $8,145

Income
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Children under 18 years

-

Children:

Public
housing

%T——

Certs/
vouchers

Private
project-
based

All
income-
eligible
renters

None

59%

39%

62%

57%

One child
under 6

4

10

7

One child
under 6,
one or
more
children
6=-17

12

9

Two or
wmore
children
under 6,
onlg

Two or
more under
6, one or
more 6-17

One or
more 6-17
only

20

15
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Duration in the Housing Assistance Programs

The Multifamily Tenant Characteristics System (MTCS) allows
for more precise statements about the characteristics of
households in the public housing system than in the other two
types of assisted housing. A quick sample of households in the
MTCS who had positive amounts of wage income showed:

16.8 percent were admitted in 1992 or 1993,

21.4 percent were admitted in 1990 or 1991,

18.8 percent were admitted between 1987 and 1989,

23 percent were admitted between 1979 and 1986,

20 percent of them were admitted to public housing before 1979.

The results are not nationally representative because data
from New York and Chicago, which are not fully integrated into
the MTCS, were not included in this run.

For public housing residents as a whole, as of the 1989 AHS:

53 percent of households had been living in the unit they
currently occupied for 4 years or less

20 gercent for 5 to 9 years

11.1 percent for 10 to 14 years

15.9 percent for 15 years or longer.

These figures could understate length of stay if families
move from one public housing unit to another.

Data on duration in the Section 8 tenant-based program are
not currently available from any source.

For the private project-based assistance the 1989 AHS
breakdown was:
62.7 percent living in their current unit for 4 years or less
23.5 percent for 5 to 9 years
9.6 percent for 10 to 14 years
4.2 percent for 15 years or longer.
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Reasons for Moving into Assisted Housing
All figures given are estimates from the AHS of 1989.

211,000 families moved into a public housing unit in 1989.
73 percent felt the new home was better than the old one; 5
percent felt the old one was better; 22 percent felt it was about
the same. As for neighborhood, 17 percent were in the same
neighborhood as before; of the remainder, 44 percent felt the
move was to a better neighborhood, 20 percent thought it was
worse, and 20 percent thought it was about the same. The six
most common reasons they gave for leaving their previous unit
(they could list more than one) were: .
(1) To establish own household -- 48,000
(2) Widowed, divorced, separated, other family or pereonal
relationship change -- 47,000
(3) Needed larger unit =- 43,000
(4) Wanted lower rent -- 32,000
(5) Other housing problem -- 34,000
(6) Wanted better home -- 30,000

297,000 families with certificates or vouchers moved into a
new unit in 1989. 54 percept felt the new home was better than
the old one; 16 percent felt the opposite; 30 percent felt the
units were about the same. Five parcent had moved within the old
neighborhood; of the remainder, 47 percent said the new
neighborhood was better, 16 percent said it was worse, and 32
percent said it was about the same. The six most common reasons
they gave for leaving their previous unit were:

(1) Reeded larger unit -=- 53,000

(2) Wwanted better home =~ 52,000

(3) To establish own household -- 45,000

(4) Widowed, divorced, separated, other family or personal
relationship change ~~ 45,000

(5) Wanted lower rent -- 40,000

(6) Other housing problem -=- 42,000

365,000 families moved into a privately owned project with
one or more subaidized units in 1989. 51 percent said the unit
was an improvement over their previous unit; 27 percent said it
was worse; 22 percent said it was about the same. Seven percent
were moving within their o0ld neighborhoods; of the remainder, 41
percent said the move was to a better neighborhood, 32 percent
said it was to a worse one, and 20 percent said it was about the
same. The six most common reasons they gave for leaving their
previous unit were:

(1) widowed, divorced, separated, other family or personal
relationship change -- 95,000 .

(2) Wanted lower rent =- 59,000

(3) Wanted better home -- 53,000

(4) To establish own household -- 48,000

(5) Needed larger unit ~- 44,000

(6) Financial/employment related (other than proximity to school
or work) -- 41,000

R
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Bducation

Percentages of non-elderly household heads completing given
levels of schooling are shown in the table below, by form of
housing assistance. Columns may not add to 100 percent because
of rounding.

Years Public housing | Section 8 Section 8
completed tenant=-based project-based
8 or less 18.4% 11.7% 6.8%
9-11 28.5 25.1 20.6

12 32.7 43.0 45.0
Beyond High 20.4 20.5 27.6
School




General Characteristics of
Housing Assistance

 Not an entitlement

e Allocated by waiting lists, subject
to Federal & local preferences

e General rule - tenant pays 30% of
adjusted income toward rent and
utilities



Public Housing

 Owned by local PHAs

e 1.3 million households



Project - Based Assistance

e Privately owned projects in which
some or all units receive HUD
subsidies

e Subsidies arranged prior to
construction or subsequent to insured
project becoming troubled (physically,
financially)

e 1.7 million households



Section 8 Existing

(Certificates & Vouchers)
(Tenant - Based)

e Any private housing the tenant
chooses; subject to
- HQS
- Affordability under FMR

e 1.1 million households




Percent Nonelderly Households Receiving AFDC or SSI
By Type of Assistance
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Shelter Arrangements, AFDC HHS

Public Housing 19.6%
HUD or Other Rent Subsidy* 13.9%
Owner-Occupied 4.7%
Unsubsidized Private Rental 62.9%
Rents Free 6.5%
Group Quarters | 1.6%
Unknown 0.7%

*This figure, from HHS, is too low, due to respondent inaccuracy.




Percent Nonelderly HHs — Wages Majority of Income
By Type of Assistance
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Percent Nonelderly Household Heads, Education < 12 Yrs
By Type of Assistance
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Housing Problems Of Very Low
Income Renters With Children

Total: 5.9 Million Households

Worst Case Needs

Other Problems

Unassisted,
No Problem

Assisted



Section 8

Subsidies at Different Income Levels in
Four Cities, 1992

Section 8

Columbus, Kansas Seattle, Denver,
OH City, MO. - WA. CO.

Monthly Fair Market Rent 456 51 541 506
(2 Bdrm., Includes utilities) $ $4 ¥ $
AFDC Maximum Grant $334 $300 $531 $356
(3 persons ), monthly
Amount of Section 8 to $361 $366 $387 $404
Maximum Grant recipient
Amount of Section 8 261 244 34 $299 .
at $8,500 income $ $ | 33
Amount of Section 8 =
subsidy at $11,570 income $172 $16_7 $257 $2_22
| (poverty_ line for 3 persons) |
Amount of Section 8 $ 61 $56 $146 $111
subsidy at $16,000 |
Phase-out level for $18,240 $18,040 $21,640 $20,240




HHS Original Table 1

“Welfare Without Work (President’s Budget)”’

Alabama Pennsylvania California
AFDC $1,968 $4,836 $7,488
Food Stamps 3,395 2,534 1,739
Total 5,363 7,370 9,227

Counterpart to Table 1 — Household Recsives Section 8 Tenant-Based Assistance

Alabama Pennsylvania California
AFDC $1,968 $4,836 $7,488
Food Stamps 3,395 2,534 1,739
Housing* 4,834 6,445 7,990
Total 10,197 13,815 17,217

*Section 8 assistance varies by housing market and by type of unit. The figure given is for a two-bedroom unit in the largest city in the '
state. The value of project-based assistance, where the family does not choose the unit, would be less.




HHS Original Table IIIA

“Full-time Work with Welfare (President’s Budget)”

(No Child Care Expenses)

Alabama Pennsylvania Califomnia
Earnings $8,500 $8,500 $8,500
Taxes (845) (650) (650)
Work Expenses (1,080) (1,080) (1,080)
EITC 3,282 3,282 3,282
AFDC 0 0 1,016
Food Stamps 1,945 1,945 1,640
Total 11,802 11,997 12,709
Countgrpart to Table lIIA
Household Receives Section 8 Tenant-Based Assistance
Alabama Pennsylvania California
Earnings $8,500 $8,500 $8,500
Taxes (845) (650) (650)
Work Expenses (1,080) (1,080) (1,080)
EITC 3,282 3,282 3,282
AFDC 0 0 1,016
Food Stamps 1,945 1,945 1,640
Housing* 2,874.00 5,346.00 7,381
Total 14,676.00 20,089

17,343.00

(Continued)




FSS Features

PHAs program operators

Minimum program size =

- Number of new certificates, vouchers, public housing
units authorized since program began (FY 1992)

Program voluntary for families

Contract of participation for

- Services to family

- Milestones to be achieved by family

Services arranged by PHA from community agencies

Escrow account for rent increases

No new federal funding for case management



Attachment 7

PRINCIPLE DIFFERENCES BETWEEN THE 1991 GUIDELINES AND (
THE 1993 INTERIM RULE FOR THE FSS PROGRAM o

1991 GUIDELINES

1993 INTERIM RULE

FSS PROGRAM

IMPLEMENTATIONR

Mandatory for IHAs receiving
new rental units in FY 93
and subsequent FYs

Optional for IHAs receiving
new rental units in FY 93
and subsequent FYs

No deadline for FSS
enroliment completion

FSS enrollment must be
completed 2 years from
funding notification

Listed 4 reasons why HAs may
be exempted from
implementing the minimum FSS
program size

Lack of family interest was
added to the list of

reasons for an exemption

from implementing the £
minimum FSS program size -~

PROGRAM
COORDINATING
COMMITTEE

Tenant and HA participation
on .program coordinating
committee recommended

Tenant and HA participation
on program coordinating
committee mandatory

FSS FAMILY
SELECTION

FSS families could be
selected from applicants on
the waiting list or tenants/
Section 8 participants

FSS must be selected from
tenants/Section 8 .(’
participants !

Motivational screening and
targeting restricted

50% FSS slots may be
targeted to families
applying for or
participating in FSS
service programs

Permissable motivational
screenlng factors include
assigning preselectlon
tasks such as attending
meetings or obta;nlng
information

Must not select FSS
families based on
education, job history,
credit, marital status,
number of children, or
tests




~

A

1991 GUIDELINES

1993 INTERIM RULE

ACTION PLAN

Action plan did not include
a plan for providing
incentives to families to
encourage FSS participation

Action plan must inclug; a
plan for providing
incentives to families to
encourage FSS participation
(solely offering the
mandatory escrow is
acceptable)

Action plan did not include
an HA assurance that a
family decision not to
participate in FSS will not
affect the family'’s
admission to, or occupancy
of, assisted housing

Action plan includes an HA'
assurance that a family
decision not to participate
in FSS will not affect the
family’s admission to, or
occupancy of, assisted
housing

HEAD OF FSS FAMILY

Could be different from head
of household

Must be head of household

CONTRACT OF
PARTICIPATION

Individual training and
services plan interim goals
not required

Individual training and
services plan interim goals
required

Guidelines did not include a
definition of FSS program
completion

Defines completion of the
contract of participation
as (1) when the family {ms
fulfilled all contract\ .
obligations on or before
the end of the contract, or
(2) when 30% monthly
adjusted income equals or
exceeds the FMR

TERMINATION OF
SECTION 8
ASSISTANCE

Lease violations could be
grounds for termination of
Section 8 assistance

Section 8 assistance cannot
be terminated based solely
on lease violations or not
becoming independent of
welfare assistance




-

1991 GUIDELINES

1993 INTERIM RULE -

ESCROW

One of the requirements for
receiving the escrow was
that FSS families must be
independent of housing
subsidies within 10 years of
beginning FSS program

One of the requiremenéé fo
receiving the escrow is
that FSS families must
remain independent of
welfare assistance for on
year prior to end of
contract of participation

Families could not receive a
portion of the escrow prior
to completion of the
contract of participation

Families may receive a
portion of the escrow
before completion of the
contract of participation
if they meet certain
interim goals and need the
escrow funds to complete
the contract

HAs may establish separate
or combined (all FSS
families) escrow accounts

HAs must establish combinec
(all FSS families) escrow
accounts i

Escrow reports not required

HAs must provide annual
escrow reports to FSS
families

Escrow credit for low-income
(but not very low-income)
families was 1/2 of credit
amount for very low-income
families

Escrow credit for low
income (but not very luw-
income) families based on
50 § of median income limit.
and results in a higher
credit than under 1991 FSS
Guidelines

PORTABILITY

Two escrow accounts must be
established for portable
families

One escrow account must be
established for portable
families .

FSS families must initially
reside in the jurisdiction

of the HA administering the
FSS program

FSS families must lease a
unit in the jurisdiction of
the BA which selected the
family for the FSS program
for at least 1 year from

the effective date of the
contract of participation



Average Fair Market Rent

o HUD’s average Fair Market Rent for a two bedroom apartment
is $556 per month for FY 1994.

o HUD’s Fair Market Rents are set annually by market area.
They include the cost of utilities, which normally average
about 20% of the rental cost.

o FMRs are set at the 45 percentile rent, the dollar amount
below which 45 percent of the standard quality rental
housing units rent.

o Examples of selected market areas follow.
Eff 1BR 2BR 3BR 4BR

Wash, D.C. 633 719 844 1,149 1,385
Boston 565 637 796 995 1,169
New York 647 721 819 1,025 1,147
Los Angeles 570 683 864 1,167 1,391
Chicago 461 553 658 823 928
Atlanta 454 506 589 784 949
Dallas 386 443 567 788 931
Denver 332 408 544 755 891
Little Rock 345 383 455 628 733
Tighogingo County

Mississippl 139 191 254 353 355

Maui, Hawaii 642 797 973 1,256 1,421



DEP'T OF HOUSING AND URBAN DEVELOPMENT

FY 1993: Outlays New v. Outlays Prior

$2,759 (11.2%)
Outlays New

////////

$21,786 (88.8%)
Outlays Prior

HUD spending is primarily from appropriations in prior years. Only 11.2% of HUD outlays were from funds
appropriated in FY 1993.



DEP'T OF HOUSING AND URBAN DEVELOPMENT

Budget Authority: 1980 — 1993
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Total Outlays: 1980 — 1993
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The general budget authority decrease in the 1980s reflects cutbacks in both the depth and number of
subsidies conveyed by HUD. The sharp increase in 1985 was the result of HUD's policy to forgive direct
loans made to public and Indian housing authorities that were used to construct housing projects. The
increase in the 1990s results from higher appropriations to renew expiring Section 8 Contracts (e.g. 15
year certificates & 5 year vouchers).

The sharp increase in outlays in 1985 reflects HUD’s policy to forgive direct loans made to public and
Indian housing authorities that were used to construct new public housing.



'93 APPROPRIATIONS FOR HOUSING PROGRAMS

BA: New Housing v. Existing Housing

Existing Housing

$3.375 (18.6%)
New Housing

18.6% of budget authority supports new (incremental) housing; the rest supports existing homes.
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THE WHITE HOUSE
WASHINGTON

June 26, 1993

MEMORANDUM FOR HOUSING REFORM WORKING GROUP

FROM: Peter YuJ‘ﬁ.
National Ec¢onomic Council
SUBJECT: Background Considerations, Principles, and Premises

This memorandum outlines a number of background considerations for the Group's effort.
It begins with a discussion of five different conceptions of housing assistance policy, all of which
inform current policy. While these conceptions are difficult to reconcile, they do raisc questions
that are both critically important to and logically prior to a reform effort. A subscquent section
poscs several questions and suggests principles and premises for the Group's consideration.

L Five Conceptions of Housing Assistance Policy

Underlying on our last conversation were several different visions of housing assistance
policy.

@ Housing policy as urban policy: This view emphasizes the importance of place, and

views the central purpose of housing policy as building livable cities through the creation

of viable residential and economic communities, Important issucs under this conception

include "linkage"-~the tying of economic development rights to low-income housing
obligations-~and the location of assisted housing units.

@ ® Housing policy as race policy: This conception emphasizes the role of housing assistance
in redressing housing discrimination, perhaps the most fundamental and stubborn aspect
of race discrimination. Desegregation—related policies—-such as the Gautreaux remedy—-

hold a central place in this conception.

@ ® Housing policy as shelter rights policy: This approach emphasizes the concept of "shelter
rights” and views housing assistance is a basic human right. This view emphasizes that
housing assistance must be part of a national and comprehensive bousing strategy that

addresses current failures in the private low-income housing market.

@ ° Housing policy as welfare policy: This approach emphasizes the role of housing
assistance in facilitating economic transitions. This view emphasizes the similarities and
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interconnections between housing assistance and other means—tested assistance.

° Housing policy as social policy: This approach emphasizes fundamental--and generic——
questions about housing policy. Examples include: failures in the private market for
low-income housing, the use of tax credits versus subsidies, and the packaging of related
gocial services to facilitate "one-stop shopping.”

To some extent, all of thesc conceptions inform current housing policy--a fact that
explains why, at times, our housing policy sccms internally inconsistent. These conceptions are
not easily reconciled; consider these examples:

® Place v. race: Linkage programs and requircments attempt to keep low—income workers
and families in the center cities, while Gautrcaux-type policies attempt to disperse low-
income minority families into white suburbs.

® Rights v. welfare: Time-limited housing assistance could constitute an important aspect
of welfare reform; at the same time, there is an emerging sense that housing assistance,
like health insurance, should be made less conditional and more universal, rather than vice
versa.

® Urban policy v. social policy: The location of assisted housing is an important aspect of
urban policy; however, vouchers, which tend to be a more efficient form of assistance,
are, by definition, not "place~bound."

I Questions, Principles, and Premi
A, The Scope of the Group's Effort

The discussion above encourages the Group to reconsider the breadth of its focus: should
we examine only "economic independence,” or should we examine broader issucs such as
vouchers and tax credits, market failures, and the significance of race in housing assistance
policy? Answer these questions will require wrestling with the competing conceptions of housing
policy and developing a conscnsus on cither a preferred conception or a framework that embraces
the various conceptions and offers a workable agenda.

On the one hand, it would seem unnecessarily limiting to focus solely on economic
independence. At minimum, we will be required to examine housing assistance more broadly
(i) as the welfare—reform agenda requires as much and (i) in order to identify budgetary offscts.
In addition, it may be useful to undertake a broader reconsideration of the efficacy of different
aspects of housing assistance policy in preparation for the FY1995 budget and related decisions.

On the other hand, unless clearly delimited, a broader effort would require a more
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resource—intensive and HUD-centric effort than is currently anticipated.

5 Principles Concerning the Economic Independence Pro]

Focusing for the moment on the "economic independence" aspect of the Group's effort, '
this section suggests some preliminary principles that might guide that effort.

The interagency welfare—reform effort proceeds from two principles: (i) that federal
policy should "make work pay" (refined to mean that a full-time job (at an enhanced minimum
wage and plus EITC) should be sufficient to lift a family out of poverty), and (ii) that welfare
should be time-limited. It is unclear how and whether cither of these principles should apply
to assisted housing. With regard to "making work pay," housing assistance (like other noncash
transfers) is usually got included in money income and poverty calculations. To begin counting
such payments now could be interpreted as climinating poverty simply by redefining income.

The "time-limited" welfare principle is more problematic. Whether or not one believes
this principle should govern housing assistance depends on whether one believes that bousing and
AFDC are alike. On the one hand, housing, like AFDC, is a means-tested benefit. On the other
hand, there is a sense that shelter is 8 more basic, antecedent condition for social and economic
independence.

(My assessment of this issuc (which Chris and Steve do not share) is that, particularly
with housing and homelessness becoming a greater problem for the middle class, there is an
emerging consensus that shelter, like health care, is—-in some sense of the word——a “right.” In
short, the public increasingly views housing assistance like Medicaid: as a necessary protection
against markets run amok—-mot as a handout to the deserving and undeserving alike. If this is
true, time-limited housing assistance will be seen as cruel and unfair rather than innovative. In
short, housing is more like health insurance: closer to a universal entitlement, not a conditional
benefit.)

Against this backdrop, consider these candidates for governing principles:

) In part because terminating
assistance will strike many as draconian, it seems best to use the non-entitlement nature of
housing assistance as the primary incentive. Persons willing to participate in particular forms of
economic independence-building would be entitled to higher priority for assistance or enhanced
assistance. This approach attempts to resolve the tension between the "shelter rights” and
"economic transition" approaches to housing assistance by distinguishing between providing new
benefits and taking away vested benefits.

Such a regime would be difficult to implement and enforce: if a recipient accepts
assistance but fails to meet her economic independence obligations, should the assistance be
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terminated? Perhape the best way to resolve this conundrum is to offer as incentives premiums
over basic assistance, and to take away the premium (and only the premium) in the event of
failure. This is roughly how the Family Self-Sufficiency program functions. The drawback of
this approach, of course, is that it involves premiums and therefore entails additional program
costs.

2 Independence should be measured carefully and in realistic terms._ The Rosenbaum study
of the Gautreaux "experiment” suggests that movement to the suburbs will increase employment
rates, but without increasing hours or wages. It is unclear, however, whether thesc increases
translate into net reductions in housing assistance costs, due to either lower assistance amounts
or shorter periods of assistance reccipt. Thus, we should take care in defining the objectives of
housing assistancc reform: it may be that the gains arc not measured in dollars or reduced
dependency in the carly years, but only in the economic opportunities provided the next
- generation.

3. Any reform must be budget—newtral. The additional costs of an economic-independence
program must be paid for with savings from housing assistance programs.

C.  Empirical Premises

Finally, based on the rcscarch provided by Steve and others, we can begin a list of
empirical premises for the Group's consideration and discussion.

L The Gautreaux effect: Moving from concentrated poverty areas to arcas that offer more
cconomic opportunity can be a powerful means to promote self-sufficiency.

a The importance of motivation: Given the strong financial disincentives to escape
dependency, any supportive program will work better for those who demonstrate the motivation
to escape.

3 Program administration: Given their current obligations and their isolation from other

service providers, PHAs cannot provide the leadership and extra support nccessary for the
effective administration of a new self-sufficiency program.

I look forward to discussing some of these issues with you at our next meeting.



