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THE INHERENT FLAWS OF HUD
by Howard Husock

Executive Summary

The tenptati on when di scussing the Departnent of Housing
and Urban Devel opnent is to focus on its scandals and ineffi-
ciency or, as Washington puts it, waste, fraud, and abuse.
And, indeed, there have been many such probl ens throughout
the history of the departnent. They have ranged from fl awed
home apprai sal procedures, which energed only two years after
t he agency began its work in earnest, to the influence ped-
dling of the 1980s, which saw a fornmer cabinet secretary
convicted of steering HUD contracts to those paying his
| obbying fees. Cearly, the departnent has been troubled in
what public managenent observers call the "inplenentation
phase" of its work. It is with such matters in m nd, coupled
w th budget constraints, that pressures have nounted to
"reinvent" HUD. Those who would reinvent HUD seek to stream
line its sprawl i ng bureaucracy, inprove the oversight of
grants to housing authorities, and curtail corruption.

But such di scussion begs nore fundanental questions
about the central goals of HUD. HUD was established to (1)
upgr ade speci fic nei ghborhoods, particularly "black ghettos,"
(2) support the construction of better housing for |ower-

i ncone households, and (3) Iimt so-called suburban spraw by
supporting planning neasures that force new devel opnent in
ol der portions of cities.

As worthy as those purposes may sound, each is fundanmen-
tally flawed. First, black Americans have joined the march
toward the suburbs, w thout public assistance. Second,
subsi di zed housing has proven difficult to nmaintain and has
created perverse incentives that underm ne the formation of
heal t hy nei ghborhoods. And third, suburban spraw is an
issue for local, not federal, governnent. As a result of its
m sgui ded goal s, HUD has becone a conduit for expensive,
count erproductive prograns that do not justify a cabi net-
| evel agency.

Howard Husock is the director of case studies in public
policy, Kennedy School of Governnent, Harvard University.
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Oigins of HUD

To exam ne the issue of why the Departnent of Housing
and Urban Devel opnent was established, one nust first recal
the social and political climte of 1965. At the height of
t he Johnson admi nistration's popularity, Congress approved
| egi slation casting a variety of existing agencies in a new
light. Chief anong those agencies was the Housing and Hone
Fi nance Agency, a New Deal -era agency and HUD precursor
established to direct credit toward the honme nortgage nar-
ket. The Departnent of Housing and Urban Devel opnent was
intended to be a mechani smthrough which federal grants,
| ow-interest | oans, and individual rent subsidies would be
channel ed to subsidi ze specific building and rebuil ding
projects. Wat Bernard Frieden and Marshall Kaplan said of
HUD s Model Cities programapplies to the agency as a whol e:
"Li ke nost Great Society innovations of the |late 1960s .

[ HUD] was both a response to the special conditions of that
turbul ent period and the product of a long |ineage of prior
federal actions."?!

Al t hough HUD had a broad mandate to i nprove urban life
generally, there was no doubt where its chief focus |ay.
"The first challenge,” Lyndon Johnson stated, was "to attack
the problemof rebuilding the sluns."? It was the era of
the affluent society, when the U S. econony was viewed not
only as a powerful but perhaps even as an unstoppabl e engi ne
of econom c grow h--an engine that was allegedly | eaving a
few groups behind. The nost prom nent group was the bl acks
whose em gration fromthe rural south had peaked after World
War Il. That poor, formerly rural group was living in ol der
housi ng vacated by nore affluent whites who were noving up
and out to the expanding suburbs. The racial contrast was
hei ght ened by the 1964 and 1965 sumrer riots in Watts and
Harl em The ol der urban residential nei ghborhoods to which
bl acks were suddenly noving took on a collective national
name: the inner city. |Its existence was viewed as a rebuke
to American prosperity. At the sanme tinme, the headl ong rush
of the mddle class to the expandi ng suburbs was dranati cal -
ly dimnishing the cities' populations and tax bases. A
sense of national crisis energed and was dramatically re-
flected in works such as Cities in a Race with Tine.?

It would be HUD s m ssion not only to respond to what
soci ol ogi st Kenneth Clark termed the "dark ghetto"--in other
wor ds, poor, black, urban nei ghborhoods--but, at the sane
time, to "save" cities. In that context, HUD s m ssion was
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designed by its early | eaders, including Robert Waver, the
former head of the Housing and Honme Fi nance Agency, who
becanme the first HUD secretary (and, in keeping wwth HUD s
focus on bl ack nei ghborhoods, the first black cabi net secre-
tary in any departnent), and Robert Wod, the former head of
t he Massachusetts Institute of Technology's Political Sci-
ence Departnent, who becane under secretary. Their views
and assunptions, as well as those of their colleagues and
allies, are well worth reexam ning both as founding princi-
ples and in light of their effects.*

Were Anerican Cities in Crisis?

"Qur nost critical donmestic problem"™ wote Waver, "is
inproving the quality of urban Iife for all Anericans. :
It is our goal to reconstruct the physical and social fabric
of the Anmerican urban environnent."® That nust be regarded,
in retrospect, as a vast anplification of perceived prob-
lems. Although it is true that cities, if defined strictly
by their historical incorporation limts--that is, the city
[imts--were | osing popul ation, their commercial downtown
centers continued serving as the financial hubs for the
expandi ng netropolitan areas. Rather than there being a
generalized "urban crisis,"” sonething far nore limted was
occurring. People were |leaving older, inner-ring residen-
tial neighborhoods (in effect, the first "suburban" residen-
tial areas outside the center city) that had been incorpo-
rated into cities during the Progressive Era. Those neigh-
borhoods were found in various nedium and | arge-sized
cities from Paterson, New Jersey, and Rochester, New York,
to Gakland, California. Specific exanples include Boston's
Roxbury, Chicago's South Side, and the north side of Phil a-
del phi a nei ghbor hoods.

Upwardly nobile famlies were choosing to | eave behind
the nultifamly honmes and apartnment buil di ngs of such areas
in favor of newer suburbs with detached hones and yards.
Left behi nd were nei ghbor hoods, which now had snaller total
popul ati ons, whose repl acenent popul ations (in nmany cases,
made up of southern-born black "inmm grants") were | ess pros-
perous. The result was, predictably, a group of inner-ring
residential areas shabbier than the surrounding, rapidly
expandi ng netropolitan area. The perceived problem which
was assuned to be long-term lay in the cities' "gray," or
inner-ring residential, areas.
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It was certainly a difficult proposition for Anericans.
Except perhaps for ghost towns and other small jurisdictions
that had outlived their econom c reason for being, Americans
were nore or | ess accustoned to the idea that cities should
becone bigger and better. Instead, Anericans were seeing
t he | ess-than-pl easant sight of nei ghborhoods in apparent
decline, at |east conmpared with their m ddl e-class origins.
Grand apartnent buil dings were being subdivided or, in sone
cases, sinply abandoned because of |ack of demand. |Ironi-
cally, that could well have been viewed as a great and
fortuitous opportunity. Cheap, often well built, used
housi ng was becom ng avail abl e when significant nunbers of
immgrants were arriving in tow. Housing econom sts have
termed that phenonenon "filtering"--that is, passing down
housing fromthe upwardly nobile to the next wave of aspi-
rants.

| f there was no overall urban crisis and no sudden
col | apse of the econom es of our cities, why did Secretary
Weaver cast his role as broadly addressing such a crisis?
Per haps he did so out of fear that casting the m ssion nore
narrow y, as inproving the black ghetto, would have had | ess
political appeal. Indeed, it is striking that at a tinme of
robust economc growmh, at a |level for which we yearn today,
Weaver justified HUD as an agency that was necessary to
"contribute toward a better life for all incone |levels, al
age levels, and all racial characteristics or religious
beliefs."® Oher HUD officials, however, were often nore
candi d about the targeted nature of their mssion. Under
Secretary Robert Wod told the National Association of
Soci al Workers in 1966, "The inpacted urban ghetto has, in a
conparatively short period of tinme, becone the nost expl o-
sive social problemof our day."’” This was the essence of
HUD: a massive intervention in poor black nei ghborhoods to
fix up the buildings there, despite the fact that residents
t hemsel ves could not pay for such inprovenents. Thus,
"ghetto" housing would remain inexpensive and woul d al so be
"decent and sanitary," in the | anguage of the National
Housi ng Act of 1937. But why was that necessary? Wat was
wrong with new urbanites' using ol der housing until they
could afford better? To understand HUD s intervention, one
must | ook at the nation's essentially pessimstic and,
arguably, patronizing view of the prospects of the black
poor .

Was the "Bl ack Ghetto" Permanent?
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Even if one accepted the concept of filtering--the view
that | ess-than-ideal housing conditions were a stage of
devel opnment, not its end point--the 1960s woul d have been a
politically difficult period in which to defend such gradu-
alism As did conditions in the Appal achian m ning towns,
whi ch had attracted attention during the 1960 presidenti al
primary canpai gn, conditions in black, urban nei ghborhoods
contrasted so strikingly with those in new subdivisions that
the call for political action was al nost inevitable. Pover-
ty, as Gertrude H mmel farb has observed, is a relative
concept.® The presence of poverty anmidst affluence creates
momentum for redistribution.

But HUD s founding fathers' view was not sinply that
society could not wait until the rising tide of affluence
lifted blacks as it had others; it was far nore pessimstic.
Al t hough Wod acknow edged that previous groups of urban
newconers had foll owed what he repeatedly called the "l ong
tenenent trail to relative affluence and acceptance in
Anmerican society,"” he did not believe blacks would follow in
their footsteps. "The historic role of the city has deteri -
orated badly," observed Wod. "In sone city nei ghborhoods,
bl i ght and poverty have gone hand-in-hand for generations,
and the slumis no longer a way station."” Mbreover, wote
Wod, "the bus has stopped running to the suburbs and the
urban poor are increasingly insulated fromthe |arger soci-
ety."® It is crucial to note that, in retrospect, we have
| earned that Wod's assertion was exactly the opposite of
what was occurring. At the very nonent when the designers
of HUD were asserting that the process of upward econom c
mobility would not lift blacks out of poverty, it was doing
so at a rate greater than that for whites.

In light of HUD s assertions, one m ght have expected
actions such as the 1968 federal Fair Housing Law to be the
centerpiece of its agenda to inprove the housing situation
of blacks. Although HUD officials would nention the inpor-
tance of fair housing and the agency woul d becone part of
t he enforcenent mechani sm of "equal housing |lending," the
thrust of the HUD m ssion was in another direction: rebuild-
ing the ghetto to m ddle-class standards. Secretary Waver
envi si oned "massive housing rehabilitation efforts.
Successful rehabilitation can hel p achieve our goal of
adequate housing for all famlies in less time, with |ess
need for new land sites and, hopefully, at |lower cost, than
t hrough the provision of new housing for all who do not have
standard housing." It was the concept of a massive inter-
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vention, first known as the Denonstration Cties concept,
| ater as the Model Cities program upon which HUD was creat -
ed and which justified its first years of existence.!!

One cannot discount the role played in the devel opnent
of this policy and subsequent |egislation not only by social
reformers but also by self-interested devel opers.?!? Just as
the original public housing programwas inspired, in part,
by Franklin Roosevelt's debt to construction unions and
har d- pressed Depression-era builders, so were HUD rehabili -
tation subsidy prograns influenced by a range of financi al
interests. 1I1n Boston, for instance, the CEO of the parent
conpany to Boston Gas headed up a syndicate of investors to
renovate nore than 2,000 apartnents in the city's Roxbury
ghetto, all of which were, in that heavily subsidized proc-
ess, converted fromoil heat to gas.?®

The inmpul se to renovate was flawed in a nunber of key
ways. First, the inpulse to rehabilitate older housing in
poor nei ghborhoods incorrectly presuned that, despite the
| oner incomes of inner-city residents, federal intervention
coul d permanently bring ol der apartnent buil dings back to
their original, mddle-class standards. |Incentives, such as
| owi nterest nortgages, made renovating or constructing
buil di ngs nore attractive than maintaining them Thus, many
HUD- f i nanced renovations turned out to be shoddy and short -
lived. The agency quickly becane the owner of many buil d-
ings |left behind by owners who, though they had been |ured
by up-front incentives, could not realize long-run profits
fromoperating the structures as rental properties. For
exanple, by 1978, 10 years after HUD began a | arge-scal e
subsi di zed renovation in older inner-city Boston, it had
been forced to foreclose on or assunme ownership of 47 of 115
projects. As Irving Welfeld wote, "Showcase projects had
become jungles." The fact that projects were privately
owned shoul d not confuse us into thinking that they were
mar ket driven. Profit-nmaki ng owner-nmanagers had sinply
becone the subsidized agents of governnent.

Second, HUD s approach ignored the historic dynam cs of
what Wyod had called "the tenenent trail," which had been a
pat h of gradual upward nmobility. One of the great forces of
soci alization of poor inmmgrants is the inpulse toward self-
i nprovenent, an inpulse to inprove one's physical surround-
ings and to nove to a better nei ghborhood. The plan to
rebuild the ghetto to m ddl e-class standards reflected a
doubt that blacks could nmake that journey and offered,
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i nstead, the dubious reward of better accommpdati ons that
had not been realized through the sl ow process of increasing
one's own i ncomne.

Gradualismis inportant, in part, because it is based
on the idea that it is best for an individual to earn his
way up the economc ladder. It is also inportant because it
recogni zes that the social structure of nei ghborhoods is
formed in effect when residents nove, over tine, froml ower-
to higher-quality housing, individually and together, and
mai ntain their properties and effectively create nei ghbor-
hoods. For instance, in their classic 1914 study of Boston
i mm grant nei ghbor hoods, pioneer sociol ogi sts Robert Wods
and Al bert Kennedy observed that the ownership of nopdest
properties--properties that the mddl e cl asses of the day
| ooked down upon--is crucial to the devel opnment of "zones of
energence, " places where the inmmgrant poor join the econom
ic mainstream They wrote,

Nearly 50 percent of the small dwellings and
three-famly tenenents are in the hands of one-
time immgrant famlies in relatively hunble cir-
cunstances. This real estate is nortgaged in a

| arge share of its value but it stands as a synbol
that the newconers are "taking possession of the
land.” Ownership of property is one of the surest
i ndi cations that energence is energence, indeed.?®

The housing situation of famlies is dynam c--sinply
taki ng a snapshot and pronouncing a situation "substandard"
di sm sses the prospect of incremental inprovenent. Housing
and nei ghborhoods exist on a sort of |adder. D fferent
housi ng types, fromthe single roomto the mansion, by way
of the dupl ex, bungal ow, row house, or three-|evel house,
constitute rungs on the |ladder that famlies clinb. HUD s
failure to understand that is apparent in its apartnent
renovation projects wherein tenant rents are subsidi zed, and
inits honme ownership prograns in which poor famlies are
encouraged (often with down paynments as | ow as $200) to buy
ol der hones being sold by owners bound for the suburbs.
Because the new owners had not gone through the increnental
steps to prepare thensel ves for ownership, and because of
programmatic flaws, such as inspection and appraisal proce-
dures, the home ownership programled to massive forecl osure
and housi ng abandonnent, not stable home ownership.

Good nei ghbor hoods cannot be created by fixing up
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specific buildings or by selling themcheaply to willing
buyers. They are forged, in a lasting way, only when resi-
dents gradual |y becone better off and make inprovenents

t hemsel ves. Public funds cannot |ong sustain nei ghborhoods
for which there is little private demand and in which there
is little individual investnent of noney, |abor, and | ove.
It is the struggle to maintain and inprove nei ghborhoods in
whi ch residents have an ownership stake--even in relatively
nodest housi ng--that helps forge a social structure. 1In an
effort to provide social structure in inner-city neighbor-
hoods, HUD sought to foster "citizen participation” through
el ected community councils, which were to influence how
federal noney was spent and to pressure | ocal governnents to
make their own contributions.!® Those citizens' councils,

al t hough they may have influenced spending patterns, did not
have the desired effect of generally hel ping to hold neigh-
bor hoods together; rather, they tended to devolve into

i nsul ar power bases.1°

G ven those flaws, it is not surprising that the HUD
vi sion of denonstration nei ghborhoods, which nmassive federal
i nvestment woul d sustain, did not cone to pass. In addition
to forecl osure on and abandonnent of HUD-financed projects,
t he gradual exodus of able, former ghetto residents to
better nei ghborhoods both within the boundaries of cities
and in the suburbs continued. The overall percentage of
black famlies living in suburbs rose from 23 percent in
1970 to 32 percent in 1990, while many other black famlies
noved to relatively affluent in-city nei ghborhoods.? For
i nstance, per capita incone in the New York City borough of
Queens is higher for black famlies than for white. WIIliam
Frey of the Population Studies Center at the University of
M chi gan found that throughout the 1980s there was a "w de-
spread pervasiveness of mnority increases wthin suburban
popul ations. The vast majority [265] of 314 netropolitan
suburbs increased their mnority percentages. . . . Black
suburban gains are also nore evident in netropolitan areas
that are recipients of new black mgration streans."?!

Rebui | di ng Nei ghborhoods to Save Cities

HUD assuned that rebuil di ng nei ghborhoods woul d be good
not only for the neighborhoods thensel ves but for whole
muni cipalities. It is tenpting to believe that, if a city
is in generally good condition but has sone sections that
are dil api dated and occupi ed by the poor, the city as a
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whol e woul d be better off if such nei ghborhoods were fixed
up to look nore |ike mddle-class nei ghborhoods. Moreover,
political obstacles energe for |local elected officials when
nei ghbor hoods decline. Mayors can hardly take pride in the
fact that their nmetropolitan areas are generally thriving
when sone city nei ghborhoods are | osing popul ati on and
property values are declining. Moreover, abandonnent and
declining hone prices nmean a loss in property tax revenue
for city governnents.

Secretary Weaver crystalized the view that public
intervention was necessary to stop the dowward trend.
"Residents and city admnistrations find thenselves in a
spiral,"” wote Waver. "The cities need to provide required
services and the residents to pay the increased taxes.

There is a need for nore housing, particularly to serve the
| oner end of the incone scale, nore and better quality
schools, nore recreation facilities, nore hospitals and
sewage and water facilities."??

Implicitly, Weaver was arguing that specific neighbor-
hoods had to be saved to save cities generally. [In other
wor ds, HUD wanted both to help the poor by rebuilding apart-
ments and to help the cities generally by salvaging the
areas in which the poor lived. That contrasted with the
urban renewal novenent of the 1950s, which sought to rebuild
central city commercial and residential areas to attract the
m ddl e class. Thus governnent, the new | ogic of the 1960s
woul d dictate, nust prevent the abandonnent of structures
and restore dilapidated structures to their previous condi-
tion while sinmultaneously earmarking them as residences for
t he poor.

There is a good case to be made, however, especially in
light of the history of the past 30 years, that an entirely
different sort of urban policy approach would lend itself to
greater economc vigor in cities. It is akin to what Sen.
Dani el Myni han (D-N.Y.), frustrated with the neager results
of social prograns, terned "benign neglect.” It is a case
for allow ng nei ghborhoods to find their real |evel of value
So as to set the stage for their long-term sustainable

renewal . All cities experience long-termreal estate demand
cycles. Cities can be thought of as urban ecosystens, in
whi ch various districts and residential nei ghborhoods fill a

variety of niches and play a variety of roles. Jane Jacobs,
aut hor of The Death and Life of G eat Anmerican Cities, who
is generally viewed as our era's nost insightful observer of
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the urban life cycle, has noted that "new i deas need old
bui I dings" to take root and grow.?® That is to say that new
busi nesses or entrepreneurs need the inexpensive real estate
and property that can be found i n nei ghborhoods that have
outlived their utility for other purposes. Vacant |ots,
cheap |l oft space, and abandoned factory buil dings can becone
the kindling for the sparks of new economc ideas. On the
contrary, the HUD approach can have the effect of suppress-
ing that cycle of growh, decline, and spontaneous renewal .

| f poorer nei ghborhoods are not allowed to fall in value to
their true nmarket level, but instead are artificially sus-
tained, the opportunities for their reuse can never be
realized.

That is not to say that governnent cannot, or should
not, make underused | and or buildings nore easily adaptable
to new uses. There are countless ways in which |ocal gov-
ernnment can aid narket forces that help to renew cities,
such as denvol i shing dangerous buildings to create devel op-
able lots and inproving streets and infrastructure. But
policies that actively try to deny or suppress the market,
such as the attenpt to maintain buildings at standards for
which there is no long-terminconme stream cannot |ong be
sustained. To the extent that HUD is based on the prem se
t hat ol der nei ghborhoods shoul d be restored to what they
were, it is built on a foundation of sand.

The failure of the first generation of HUD prograns to
acconplish their twin purposes of lifting up the poor and
savi ng specific nei ghborhoods has not dulled the agency's
zeal to tilt at the same windm Il again. |In |anguage strik-
ingly remniscent of that of HUD s founding fathers, forner
HUD assi stant secretary M chael Stegman asserts that "many
Anerican cities are in deep trouble. Qur great urban cen-
ters, which once generated unparalleled social and econom c
opportunity, now act to isolate the poor--and especially the
mnority poor--fromthose opportunities, perpetuating in-
equal ity and despair."2* The latest incarnation of the
Model Cities programis called the Enpowernent Zone program
and is meant to direct funds toward 105 cities. Elenents of
t hat program may have nerit, but the core concept--that
government nust act to ensure that capital is directed
toward specific locations and that such direction can | ead
to a sustainable prosperity in those |ocations--is econoni -
cal ly unsound.

Even contenporary |iberal observers strongly synpat het -
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ic to governnment interventions have taken a jaundi ced view
of central planning. In his influential essay, "The Myth of
Communi ty Devel opnent," N chol as Lemann notes that conmunity
devel opnent and urban renewal of poor nei ghborhoods have
proven ineffective because of the effects of suburban m gra-
tion and that, although presidents since Truman have tried
to spur economc growh of inner-city neighborhoods, none
has succeeded. ?°

Pl anni ng t hrough Metropolitanization

The original HUD portfolio also included the goal of
"metropolitani zation"--that is, the encouragenent of plan-
ni ng, and even the devel opnent of new governnental jurisdic-
tions, which would transcend old city boundaries. That
i npul se had two chief aspects. One was redistributional.
| f poor inner-city neighborhoods could be joined politically
with nore affluent suburban nei ghborhoods, public goods,
whet her in the formof public schools or recreational facil-
ities, would be nore equally distributed. As Waver put it,
"Pl anni ng for area-w de devel opnent can hel p us achi eve an
appropriate bal ance of viable functions in cities and sub-
urbs."2¢ But the goal of netropolitan planning had deeper
roots than that. It also stemed from a | ong-standing
belief that Anerican cities, even while grow ng, were
sprawling in ways that woul d have del eterious |ong-term
consequences. That view was captured by Carter MFarl and, a
ranki ng HUD of ficial who had served under six presidents by
the time he published his 1978 book The Federal Governnent
and Urban Probl ens.

As everyone knows, our urban areas have grown at a
staggering rate since World War |. . . . The
grom h was inevitable. The character of that
gromh was not. The shape, or |ack of shape, of
suburbia, and its sheer size have produced sone
unpl easant and om nous results. One of these is
"strip devel opnent," consisting of streets with a
nmel ange of autonobil e dealers, used car |ots,
various quick food establishnents, gasoline sta-
tions and other assorted commercial establish-
ments. Most are enbellished with glaring lights,
gaudy signs, and billboards, which many tolerate
but few admre. Comerce is inportant to any
human settlenent. It provides jobs and essenti al
services. But the formit too often takes unnec-
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essarily deneans the environnent. ?

McFarl and went on to deplore the specul ative purchase
of land for potential devel opment, which he thought
stretched the central city farther and farther fromits core
and forced otherw se unnecessary public investnents in
extendi ng water and sewer |ines and hi ghways. MFarl and
pl aced the need to control growmh in the context of a |ong-
unreal i zed agenda that he dated to the quintessential Pro-
gressive Era indictnment of slumconditions, the 1894 publi -
cation of How the O her Half Lives by Jacob Riis. About a
presidential study comm ssion that was convened by Theodore
Roosevelt not long after, MFarland wote, "Like the reports
of many presidential study comm ssions before and after, it
produced no action.” The clear inplication: cities have
| ong been growi ng helter-skelter, with om nous consequences.

The concern about sprawl was |inked to the concern
about the inner city. In his introduction to MFarland's
book, Paul Ylvisaker, dean of the Harvard G aduate School of
Education and an architect of the Ford Foundation's efforts
in the early 1960s to intervene in the "gray areas" of cit-
ies, pronoted the idea that HUD was needed to fight spraw
and nake cities aesthetically pleasing. Ylvisaker contended
that HUD, by directing capital where it would not otherw se
go, could constrain the majority's settlenent patterns.

McFar | and and Yl vi saker saw netropolitan governnent and
central planning as the solution for the cities' problens,
which is arguable at best. There is, first, an obvious and
powerful dose of aesthetic elitism a presunption that
"glaring lights, gaudy signs" and other trappings of com
merce should of fend everyone. Such views are part of a
tradition of reform st disdain for newy devel opi ng m ddl e-
cl ass and bl ue-col | ar nei ghborhoods; in their day, the row
houses and two- and three-famly homes in immgrant zones of
energence were denigrated by refornmers who concei ved public
housi ng projects in their stead. Beyond such aesthetic
views, however, is the inplicit assunption that racial
mnorities wll not want to partake in the "mgjoritarian
settlenment pattern” and, further, that it is proper for
governnent to attenpt to suppress what nobst Americans want.

It is fascinating, however, to note that "majoritarian
settlenment patterns” are not set in stone. As comuting has
becone nore difficult and as sone peopl e have begun to
express a preference for 19th-century housing patterns of
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smal | er hones closer to stores, private devel opers have
begun to respond. The new urbani sm novenent prom ses, if
not to remake the entire settlenent pattern of the United
States, at least to offer denser new devel opnent for those
who prefer it.?® Private devel opers have | aunched anbiti ous
pl ans, w t hout governnment support, to devel op "neotradition-
al" communities, including Playa Vista, California, which
w Il be devel oped by a group headed by filmdirector Steven
Spi el berg, and Cel ebration, Florida, which is being devel -
oped by the Di sney Corporation.

In addition to such new, upper-m ddl e-class comuni -
ties, there is increasing evidence of a market-driven trend
to make new use of the ol der urban nei ghborhoods that HUD
was charged with restoring. |nexpensive |and in ol der
cities such as Detroit, Ceveland, and Chicago has enticed
devel opers to build new, suburban-style honmes on once-vacant
lots and on the sites of hones that have been abandoned. 2°
The point is that, as land and property values hit "bottom"
enterprising devel opers and buyers wll find new uses for
them The cycle nust be allowed to run its course. Prop-
pi ng up nei ghborhoods with governnment dollars prevents them
fromhitting "botton and in turn prevents the infusion of
real capital investnents that would otherwi se lead to real
sust ai nabl e grow h.

More broadly, encouraging capital investnments in cer-
tai n nei ghborhoods while denying themin others flies in the
face of the spontaneous, decentralized decisionmaki ng on
which cities and economc growh are actually built. It was
Jane Jacobs who saw, behind the benign mask of such pl an-
ning, a harsh, even authoritarian paternalism what she
termed "nonopoly planning"” or "the suppression of all plans
but the planners'."3® The helter-skelter devel opnent of
cities has always offended the reformsensibility, which
attenpts to i npose order on chaos. That inpul se, descended
fromthe views of such thinkers as Ebenezer Howard (creator
of what he called the garden city concept) and urban critic
Lewi s Munford, sought sonehow to conpartnentalize and ot her-
W se order urban life. Wthout doubt, steps can be taken to
aneliorate the problens of traffic and unsafe construction
t hat can acconpany econom c growh. But attenpts to ordain
where certain types of devel opnent should go, and attenpts
to use the financial power of the federal governnent to
enforce such decisions, fly in the face of the quirky,

i ndi vi dual i zed character of the econom c deci si onmaki ng t hat
builds cities.



Page 14

The American body politic has consistently rebelled at
attenpts to address byproducts of growth, such as spraw and
traffic congestion, with draconi an pl anni ng neasures.
Recently, for instance, the sane inpulse that underlay the
foundi ng of HUD found expression in a plan devel oped by the
Sout hern California Association of Governnents, which, in
the name of clean air, attenpted to mandate a conpl ex pl an-
ning schene to ensure what it called "jobs-housing bal ance.”
It woul d have guaranteed that new busi nesses and new resi -
dences woul d be close together. The plan, which was never
adopt ed, pronpted a public backl ash. 3!

The American public has made clear its distaste for
central planning at the federal and netropolitan |evel s--
poi nting to another weak cornerstone of HUD s foundati on.
The dream of netropolitan governnent, with strong | and-use
pl anni ng powers, has foundered. Although the many smal
units of American government cooperate in the delivery of
sone public services, such as drinking water, fire protec-
tion, and vocational education, netropolitan governnent,
with rare exceptions, has not been adopted. That is no
coi ncidence; there are powerful reasons why netropolitan
government has been resisted. As Alan Altshuler, a politi-
cal scientist at Harvard University, wote,

Where sone see policy gridlock in the Anerican
system of | and use governance, nany others see
commendabl e deference to private preferences and
property rights. Were sonme see admnistrative
weakness and i ncoherence, many others see commend-
able flexibility--a systemw th many centrali zing
options but geared toward preserving | ocal prerog-
atives insofar as possible. Were sone despair at
governnent inaction in the face of grow ng subur-
ban-central city disparities, many others take
confort in the traditions of market deference and
nei ghbor hood- scal e denocracy that enable such
inaction to persist. %

After the Early Years

O course, the fact that its initial prem ses were
fl awed does not necessarily keep an agency from | earni ng
fromits m stakes and going forward. But |atter-day HUD
initiatives pose problens as well.
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I n many ways, 1973 was a watershed for HUD. It was the
year that President N xon, having surveyed the problens that
had surfaced in the first generation of HUD projects, de-
clared a noratoriumon new, subsidized construction. The
Ni xon adm ni stration noved instead on two of its own initia-
tives. Section 8 of the National Housing Act of 1974 would
becone the vehicle for providing rent subsidies to individu-
al tenants, in sone cases tied to specific projects and in
others to "vouchers" that tenants could spend thensel ves.

Ni xon al so i naugurated the community devel opnent bl oc grant,
a vehicle for directing federal nonies to | ow and noderat e-
i ncone nei ghbor hoods wherever they may have been, not only
in the central cities.

Communi ty Devel opnent Funds

Fundi ng for community devel opnent prograns may be the
| east objectionable of HUD s spending, although it is by no
means clear that it justifies the existence of HUD as a
federal agency. (HUD nerely develops a distribution fornula
and spendi ng gui delines and forwards the funds to | ocal
bodies to spend.) Bloc grant nonies reflect the American
belief that, even in the poorest nei ghborhoods, sone sorts
of public goods nust be provided. Thus, we do not let the
street and sewer systens decay in nei ghborhoods that are or
becone poor. Mich of such infrastructure will have a useful
life no matter the ultimte fate of the nei ghborhood; for
i nstance, water and sewer lines may serve ol der housing
stock but can also serve new industrial or residential
structures if the market demand in a particular |ocale
changes.

Because such inprovenents are otherw se funded at the
| ocal level through property taxes, such infrastructure can
be hard to renew or replace if a jurisdiction nmust rely on a
declining tax base. Thus, a case nay be made for sone | eve
of redistribution to support such infrastructure. (Inits
1995 budget, HUD was authorized to spend $4.4 billion on
communi ty devel opnent bloc grants.) It is by no neans
cl ear, however, that the federal governnment should perform
that redistributive function. It is arguably both unconsti -
tutional and inefficient for the federal governnent to do
so. The Tenth Amendnent was appended to the Constitution as
a rem nder that the powers that are not delegated to the
federal governnent are reserved to the states or to the
peopl e. Wether or not state and | ocal governnents should
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be invol ved in urban planning, the Constitution certainly
does not authorize the federal governnment to be involved in
that activity.®* On a practical level, HUD s redistributive
function is notoriously inefficient; tax dollars are fil-
tered through a federal adm nistrative |ayer, which includes
bot h Washi ngton and regional offices, only to return to the
muni ci palities fromwhence they cane. There is no reason
that such community devel opnment cannot be funded through
traditional state and | ocal bonding for capital projects.

Rent Subsi di es and Vouchers

HUD currently spends on rent subsidies sonme $6 billion
annual Iy, an anount divi ded between subsidies tied to spe-
cific projects (that is, the housing units thensel ves cone
with a rent subsidy) and portabl e vouchers, which tenants
can use to pay rent to landlords who will accept them
Vouchers, at |east, have the virtue of not necessitating the
construction of |arge, new subsidized housi ng conpl exes,
with all the financial and managenent inplications they pose
for governnent. Because vouchers contrast so sharply with
public housing and rely on private ownership, they have
becone popular with many conservatives. Indeed, it is
difficult to exaggerate the ills of public housing that
have, in turn, led to support for vouchers. A 1988 study
estimated that making necessary repairs and i nprovenents to
the nation's public housing stock would cost no | ess than
$30 billion.®* Moreover, social nmaladies--crine, drug
abuse, and teen pregnancy--are concentrated in public hous-
ing. A 1993 study found that crime in Los Angel es's housing
projects, for instance, was three tinmes greater than crinme
i n surroundi ng high-crinme nei ghborhoods. 3°

But vouchers pose their own dangerous, even perverse,
incentives. 1In effect, they offer tenants a chance to nove
to higher-incone or at |east |ess poor nei ghborhoods w t hout
havi ng actual ly earned higher inconmes. By rewardi ng need,
not achi evenent, vouchers send the wong nessage to those
t hey subsidize; they generate resentnent anong those who
have worked hard to achieve a better |evel of housing; and
they threaten to introduce social problens to the neighbor-
hoods i nto whi ch voucher-hol ders nove. One study of a bl ue-
col | ar nei ghborhood in Boston to which many voucher-hol ders
wer e suddenly introduced found w despread public concern
that the Section 8 tenant-based assi stance program and
negl ect ed absent ee-| andl ord- owned properties were destabil -
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i zing whol e streets and nei ghbor hoods. 3¢

Al though there is w despread reluctance to acknow edge
it, there is an obvious |link between personal responsibility
and behavior and the ability to nove to a "better" nei ghbor-
hood. To buy a house--absent a rent subsidy--requires one
to be regularly enployed, to save noney, and to defer other
types of gratification. In that way, the poor can form
slightly | ess poor nei ghborhoods that represent higher rungs
on the housi ng and nei ghbor hood | adders. Vouchers are
insensitive to that social dynam c, as has been HUD, both
historically and today. HUD officials continue to endorse,
for instance, the idea of using vouchers to disperse the
poor throughout suburban |ocales. They termthis "demand-
side" rental assistance that enpowers |ower-incone famlies
to seek housing in the netropolitan marketplace, notwth-
standing the fact that those househol ds have not had to
engage in the sort of personal discipline that their neigh-
bors have relied upon to reach the sanme nei ghborhood. *

Such prograns have al so caused particul ar probl ens when
t hey have been used as a vehicle to foster racial integra-
tion. In hisill-fated Moving to Qpportunity program
former HUD secretary Henry Cisneros sought to use rent
subsidies to place |lowincone, inner-city residents in
m ddl e-cl ass suburbs. G sneros believed that such a nove
of fered the best way for such residents to find better
nei ghbor hoods and better public goods, such as schools for
their children. Not surprisingly, announcenents of such
intentions (e.g., in Baltinore) caused w despread back-
| ash. 3 Such resistance is often glibly ascribed to the
all eged raci smof | ower-mddle-class white communities who
are asked to host the | ower-incone black newconers. But
wor ki ng-cl ass bl acks are al so vociferous in their opposition
to social engineering that places subsidized tenants, in-
cluding those on public assistance, in so-called m xed-
i ncone buil dings. The Chicago Housing Authority has faced
obj ections by black devel opers who assert that public hous-
ing tenants placed in m xed-inconme buil di ngs have vandalized
the prem ses and ali enated nonsubsi di zed nei ghbors through
t heir behavior.®* Thus, the gains and achi evenents of bl ue-
collar famlies who strive and save to attain inproved
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housi ng i n better nei ghborhoods are underm ned by pl aci ng
subsi di zed tenants in their mdst.

The fact is that by placing | ower-incone, usually
nonwor ki ng, tenants in mddle-class comunities, HUD s
efforts will likely inspire resentnent regardl ess of the
color of the subsidized tenants. Geographer Philip Rees,
aut hor of Residential Patterns in Anerican Gties, found
t hat people of simlar incomes and educati onal backgrounds
choose overwhelmngly to |ive together. Wote Rees, "Socio-
econom c status is a universal sorting principle in Arerican
cities."% The surest way for racial divisions to blur over
time is to achieve racial integration through the diffusion
of blacks into communities in which they can afford to live
whil e steadfastly enforcing nondiscrimnation | aws.* And
one does not need a cabinet-level federal agency (in addi-
tion to the Departnent of Justice) to enforce such | aws.

Apart fromthe racial and economc politics of such
uses of vouchers, there is also an unacknow edged arbitrary
quality to such assistance. Only 28 percent of famlies
currently eligible for sone sort of housing assistance--
whet her public housing, rent-subsidized apartnent, or porta-
bl e rent subsidy (voucher)--receive such aid. A wholesale
expansi on of such assistance would inply a major new enti -
tl ement program ("housing stanps”). Gven current federa
budget constraints, such an expansion is unlikely and calls
into question the logic of a voucher program

Far better than rent subsidies to disperse the poor
woul d be the construction of nodest |ow cost honmes, built on
cheap urban | and and marketed to the upwardly nobile poor.

It is certainly true that |arge groups of the poor will rely
on used housing, inherited fromthe mddle class. Hi stori-
cally, however, the working poor have al so had access to
nodest new structures as well. Efforts such as the private-
Iy financed Habitat for Humanity program which uses vol un-
teer | abor and materials, in part, to offer two- to three-
bedroom hones for |ess than $50, 000, point the way toward a
new generation of such nodest structures, as does the poten-
tial for manufactured housing.

Furthernore, relaxing regulations such as zoni ng and
bui | di ng codes can help clear the way for such structures,
whi ch would stand in the tradition of row houses, bungal ows,
and other privately built housing that was affordable for
those of |low incone by virtue of their |ow cost and rel a-
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tively high density.* Before w despread use of regul atory
mandat es and zoni ng ordi nances, private markets generally
provi ded housing for the poor. During the period from 1890
to 1930, for instance, truly vast amounts of new worKki ng-
cl ass housing were built in Anmerican cities. In Phil adel-
phia during that period, for instance, sonme 299, 000 brick
row honmes were built--many of which have stayed in use.
Data fromthe period show that a significant percentage of
resi dents of poor nei ghborhoods lived, not in tenenents
owned by rapaci ous absentee | andlords, but in small hones
that they either owned thenselves or in which the owners
also lived, renting out one or nore units in addition to
that in which they |ived.

As early as 1894, nore than a third of residents in the
poor est nei ghbor hoods of Chicago lived in their own hones or
rented hones of which the owner was al so an occupant. By
1930, census data for 23 poor Chicago nei ghborhoods showed
that the percentage of honmes owned by their occupants was
fully double that of 1894. It is noteworthy that, by 1940,
Chi cago had nore than twi ce as many housing units in two-,
three-, and four-famly houses (382,028) as it had single-
famly homes (164,920). 1In contrast to the public housing
that would be built largely after Wrld War I, the world of
nodest, owner-occupi ed residential structures can be said to
inply a struggl e-based vision of housing inprovenent. One
could rent an apartnent or even a room (reforners called
that "the |odger evil"). One could save noney to buy a
nodest "wor ki ngman's cottage” (small single-famly hone) or
smal | tenenment (two to four units), inprove it (perhaps
hel ping to pay for it through rental incone), then sell it
and nove up to a better honme in a slightly nore affl uent
nei ghbor hood. Thus were built new and better nei ghborhoods,
such as those described by Wods and Kennedy, as "zones of
enmergence" into the mainstream of American economic life.*

Publ i ¢ Housi ng Moderni zati on

Public housing is HUD s inheritance fromthe housing
ref orm novenent --part of the Progressive novenent whose
supporters believed that the private housing market was so
fatally flawed that it had to be replaced by public owner-
ship. Housing reforners |ike Catherine Bauer believed that
as many as two-thirds of all famlies would not be adequate-
|y served by private residential builders.*
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It is a profound irony, of course, that public housing,
designed with utopian ideals in mnd, has becone the |ocus
of sonme of the country's worst social problens. HUD, howev-
er, was not originally intended to have nmuch invol venent
with public housing. Historically, local authorities built
and managed public housing projects, taking advantage of a
U.S. housing authority that agreed to purchase |locally
fl oated construction bonds. Public housing, except for that
financing aid, was intended to be self-supporting, using
| ocal funds and rents as its income. But the long-term
exodus of working-class famlies from public housing, along
with a rent cap inposed by Congress in 1969, has nade | ocal
housi ng authorities dependent on federal operating and
repair subsidies adm nistered by HUD. Operating subsidies
have risen from$6.5 mllion in 1969 to nore than $2.5
billion today. HUD also spent an additional $2.8 billion in
1995 to "noderni ze" what it calls "severely distressed”
publ i ¢ housi ng.

Part of HUD s original nmandate was to coordi nate dispa-
rate federal urban aid and housi ng prograns or, as Robert
Weaver called it, "achieving maxi mnum coordi nation for feder-
al activities with an effect on urban, suburban or netropol -
itan devel opnent. "4 The nuch-enl arged public housing
portion of its portfolio, however, raises both adm nistra-
tive and policy questions. |If we are to finance public
housi ng repairs fromgeneral tax revenues, is it necessary
to involve a cabinet-level agency in such transactions? O,
as with infrastructure inprovenents financed by conmmunity
devel opnent bl oc grants, could such activity be handl ed
through the traditional state and | ocal bondi ng process?

Legi sl ation proposed by Rep. Rick Lazio (R N.Y.) and
passed by the House proposes to increase the nunber of
m ddl e-i ncone residents in public housing projects. But if
public housing is to becone sinply another apartnent com
pl ex, why should it be owned and operated by the governnent?
Do we really want to lure working-class famlies into public
dependence? 1|s there any assurance that once public housing
conpl exes have been renovated, public housing authorities
will do the job any better than before?

Alternatives to HUD

Anmong the great ironies of urban policy in the past 10
years is the fact that even people who continue to endorse
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the original policy ideals on which HUD was based no | onger
ook to it as their primary vehicle. Since 1986, with the
passage of the Low I ncone Housing Tax Credit, a generation
of community devel opnent corporations (CDCs) has used that
tax law to raise corporate capital to renovate inner-city
bui I dings and to build new housi ng conpl exes for | ower-

i ncone individuals. The scale of that enterprise has been
significant. The National Congress for Community Econom c
Devel opnent estimates that there are sonme 2,000 CDCs operat -
ing in the United States and that in just the four-year
period from 1987 to 1991 such groups built or renovated
87,000 housing units. They did so largely w thout direct
federal appropriations. Projects undertaken by the groups
rely on the sale of tax credits to corporate donors and are
touted as public-private partnerships. The sale of credits
and assistance with project financing often are arranged

t hrough two national internediary groups: the Local Initia-
tives Support Corporation, a Ford Foundation spin-off, and
the Enterprise Foundation.

There are reasons to be suspicious of the |long-term
prognosis for the efforts of such groups. Early anal yses
have al ready found mai ntenance problens, for instance, in
rel atively new devel opnents. * The Congressional Budget
O fice also has been critical of the | owincone housing tax
credit as a financing vehicle.* The point is that even if
one believes in the Mddel Cities ideal or thinks that it is
a good idea to |locate community residents who wll oversee
t he managenent of ol der apartnent buildings or that such
pl ans can |lead to econom c devel opnent, a significant effort
toward those ends is now under way and has essentially
bypassed the central HUD bureaucracy.

Concl usi on

There is grave reason to doubt the need for the Depart-
ment of Housing and Urban Devel opnent--not nerely because it
i s expensive, or because many of its prograns have been
marred by scandal, or because nuch of the housing it has
supported has been poorly managed and is in poor repair.

Rat her, there is reason to be skeptical about the need for
HUD because it has, fromits inception, been based on sus-
pect prem ses:

e« HID Prem se: Cities are and have been, since Wrld
War |1, in a state of crisis and decli ne.
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* Rejoinder: Select residential areas in cities have
decl i ned because of shifts in demand and popul ati on.
Cities as a whole--defined realistically as netropoli -
tan areas rather than those nei ghborhoods that happen
to fall within historically defined "city limts"--are
heal t hy.

e« HUD Prem se: Run-down, |ower-incone areas of cities
can be "saved" through public investnent in housing
construction and renovation, conbined with soci al
service prograns.

* Rejoinder: Such efforts, whether known as "nodel cit-
ies," "comunity devel opnent,"” or "enpowernent zones,"
fight against a powerful tide that has lifted both

whi tes and bl acks into hi gher-inconme urban and suburban
nei ghbor hoods. Governnent nust do what it can to nake
all residential neighborhoods safe for residents, but
nei ghbor hoods cannot be propped up by public investnent
over the long term It is far better to allow | ocal
governnment to manage their transition, helping to steer
them toward new uses in which the market wants to

i nvest.

« HUD Prem se: Metropolitan governnent and regi ona
| and- use planning are goals toward which the United
States should strive.

* Rejoinder: Although regional cooperation does occur
in the provision of sone services, that ideal has been
effectively rejected by the body politic. That is
particularly true in the ol der northeastern and north-
western cities that HUD had a nmandate to renew. * As
Al an Al tshul er has pointed out, Anericans clearly want
planning to remain a local function.?

« HUD Prem se: The agency has a core nmi ssion to provide
"af f ordabl e housi ng"--whether in the formof public
housi ng or rent-subsidized units.

* Rejoinder: Historically, both HUD and its predeces-
sors in the housing reformnovenent have failed to
understand the inportant distinction between | owincone
housi ng and | ow cost housing. Lowinconme or "afford-
abl e" housi ng--defined as housing that |owincone resi-
dents could not afford absent governnent construction
or rental subsidies--is difficult to maintain over the
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|l ong term and causes political conplications. Low cost
housi ng- - nodest structures built in | ow cost nei ghbor-
hoods--is the way in which the market accommodates

t hose of nodest neans. Governnment can clear the way
for additional |ow cost housing by examning its zoning
and building regulations at the local |evel. Anong
other things, it should build housing codes on a nore
m ni mal i st approach. Wat is so crucial to health and
safety that it nust be in the code? Limting aesthetic
requi renents and health-rel ated mandates that may be
overkill would limt renovation costs.

There is good reason to question the need for HUD
That is not to say that abolition would be sinple. HUD is
financially intertwned with |ocal governnents, with the
private nortgage market, and with nunerous private property
owners. The Federal Housing Adm nistration, for instance,
whi ch predates HUD, has guaranteed mllions of private
nortgages as part of a national policy to direct capital
toward the hone-buying market. Finding the best way to sort
out such conplications is a difficult but possible task.
That does not, however, dimnish the fact that HUD is an
agency whose establishnment was unnecessary, whose purview is
of questionable constitutionality, and whose goals can be
better net through the private housing industry.
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