
The federal government subsidizes hous-
ing not only through direct expenditures but 
especially through tax expenditures: deduc-
tions, and credits connected to housing-re-
lated expenditures and investments. Tax ex-
penditures are, in fact, far larger than direct 
subsidies. 
In 2004, the federal government spent $30 
billion on direct subsidies (public housing, 
rental voucher, etc.) and nearly $120 billion 
in tax breaks to homeowners and investors in 
rental housing and mortgage revenue bonds.
Of the $119.4 billion in federal tax expen-
ditures in 2004, 88% ($105.2 billion) went 
to homeowners. By far, the largest tax break 
is the deductibility of mortgage interest pay-
ments from taxable income. Investors in 
housing received $14.2 billion (1/8 of the 
homeowner total). These tax expenditures 
also include the Low-Income Housing Tax 
Credit - the single most important funding 
source for development of low-income rent-
al housing.
Although Canada, Australia and some Euro-
pean countries have quite similar homeown-
ership rate, they offer far less generous tax 
breaks.

What benefits for households?
A big issue concerning this program is that 
relatively few low and moderate-income 
households benefit from tax advantages of 
homeowners. If tax code were to give more 
assistance to them, the current set of deduc-
tion could be changed to tax credits. In fact, 
low and moderate-income tax payers take the 
standard deduction on their federal income 
taxes and therefore receive no tax benefit 
from mortgage and property tax payments.
 
Tax incentives for investors
Investor tax incentives, although account for 
only 12% of total, are essential for the devel-
opment of low-income housing.
Although they can rightly be criticized as 
inefficient, since only a portion of that goes 
to bricks and mortar, nevertheless, they do 
bring private investments into low-income 
housing, and tax incentives can become 
more efficient over time-as in the case with 
the Low-Income Housing Tax Credit.

The Low-Income Housing Tax Credit, estab-
lished by the Tax Reform Act of 1986, is the 
single largest active subsidy for low-income 
rental housing. It is not a federal housing 
program but an item in the Internal Revenue 
Code. 
Through 2003, the tax credit has helped fund 
the development of more than 1.2 million 
housing units, 28% of all multifamily units 
built during this period, and it now accom-
modates more households than public hous-
ing, a program that started 50 years earlier.

What benefits for investors? 
The LIHTC allows investors to reduce their 
federal income taxes by $1 dollar for every 
dollar of tax credit received. Investors re-
ceive the credit for 10 years while the prop-
erty must remain occupied by low-income 
households for at least 15 years. The amount 
of the credit depends on cost, location and 
the proportions of the units occupied by low-
income households.

What developments are eligible?
Unlike other tax breaks associated with real 
estate, the LIHTC is not awarded automati-
cally. Tax credits are assigned to individual 

Housing 
policy in tHe 
united states
FedeRal taX policy to Housing

low-income Housing taX cRedit

housing developments by designated state 
agencies (usually state housing finance 
agencies, or HFAs). 
Rental housing developments are eligible for 
the tax credit if at least 20% of their units 
are affordable earning up to 50% of the met-
ropolitan area’s median family income or 
if at least 40% of the units are affordable 
to households earning 60% of the median. 
Although federal statute requires state hous-
ing agencies to allocate at least 10% of all 
tax credits to nonprofit housing developers, 
nonprofit groups account for more than twice 
this amount: 22% of all tax-credit develop-
ments and units placed in service through 
2002.

Does it generate segregation?
Tax credit housing is more likely to be lo-
cated in low minority and low-income neigh-
borhoods than is other rental housing. This 
issue has opened the program to criticism 
that it perpetuates “existing condition of ra-
cial and economic segregation”. Anyway, it 
is still less concentrated in these neighbor-
hoods than is public housing and other hous-
ing with project-based federal subsidies. 

Tot. direct subsidies
public housing
rental voucher

Tot. tax breaks
homeowners

investors (LIHT)
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$120 billion

$30 billion

$105,2 billion
$14,2 billion
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(52 units average each dev.)

Limitations and critics
1. Unlike public housing and Section 8, tax 
credit does not provide deep subsidies that 
adjust automatically with changes in tenant 
income. In fact, the percentage of income 
that tenants spend on housing may increase 
if their incomes decline and they may start 
out spending more than 30% of their income 
on rent. Extremely low-income families can 
seldom afford tax credit housing unless they 
also receive federal housing vouchers.
2. The program offers minimal incentive for 
building mixed-income housing. Because the 
amount of tax credit available is directly pro-
portional to the percentage of low-income 
units, the vast majority of projects are 100% 
of low-income.
3. It does not provide for the long term sus-
tainability of the housing it helped financing. 
Some tax credit housing is at risk of convert-
ing to market-rate rents after the expiration 

of the initial 15 years affordability period. 
Perhaps more importantly, there is a big lack 
of funds to replace major building systems. 
For overcome this issue, state and local gov-
ernment are providing additional resource 
including new tax credits to help pay for the 
capital improvement.
4. Limited supply of tax credits: there are 
many more applications for tax credit than 
credits to allocate.

Strengths
The tax credit is a very flexible form of sub-
sidy. State housing finance agencies have 
considerable latitude in deciding the types 
of housing that should receive tax credit and 
giving preferences to what they think is a 
priority. 
It is often used in conjunction with the fed-
eral HOPE VI program for revitalization of 
distressed public housing. 



concentrated in central cities and working-
class suburbs and absent form most affluent 
suburbs. Indeed, 61% of all public housing 
units are located in central cities, compared 
to 45% of all rental housing. 
Localities that decided to participate in the 
program had also almost complete control 
over where public housing would be situ-
ated within their jurisdiction. This virtually 
guaranteed that public housing would be sub-
jected to racial segregation. White neighbor-
hood typically opposed the development of 
any  public housing in their midst, and if such 
housing had to be built, it would be reserved 
for low-income Whites. On the other hand, 
elected officials from black communities 
were often more interested in having public 
housing built in their neighborhood than hav-
ing it developed on a more integrated basis.
More than half of all public housing units are 
in census tracts with poverty rates of 30% or 
higher, compared to less than 20% of other 
federally subsidized units and less than 13% 
of all rental housing. Public housing renters 
are two to three times more likely than oth-
er renters to live in predominantly minority 
neighborhood. Half of all public housing is 
located in tracts where minority neighbor-
hoods comprise at least 50% of the popula-
tion, including 38% in tracts that are 80% 
minority or higher.

Physical characteristics 
The poor design and physical condition of 
public housing is partly, but not completely, 
due to the severe financial limitations im-
posed by the original legislation (1937) on 
the amount of money that can be spent on 
construction. Furthermore, by linking pub-
lic housing with urban renewal, the legisla-
tion imposed additional costs that made even 
less conspicuous the money available for the 
new buildings. The original legislation also 
shaped the look of public housing through its 
admonishment against competing with the 
rest of the private real estate industry.

Management issue
Other major problems derive form the choic-
es, practices, and attitudes of public housing 
administrator and government officials. Pub-
lic housing in some cities has been treated as  
a source of patronage, with hiring decisions 
based on personal and political connections. 
It is reflected in lax tenant selection proce-
dures, failure to respond to tenants com-
plaints, failure to repair and maintain appli-
ances and building systems, and failure to 
develop and implement long-term plans to 
replace building systems as they approach 
the end of their useful life. 
A key impediment to the effective manage-
ment of public housing is the centralized 
operations and financing of public housing 
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HOPE VI and the transforma-
tion of distressed public housing
Hundreds of public housing projects across 
the nation have been transformed since the 
1990s into housing developments that defy 
popular conceptions of public housing. Dis-
tressed public housing is being replaced by 
smaller scale, often mixed-income housing, 
built to a design standard inspired by the new 
urbanism. Most redevelopment projects have 
been funded through the HOPE VI program 
for severely distress housing. From 1993 
through 2004, HOPE VI has funded the de-
molition of more than 150,000 units of dis-
tressed public housing and has invested more 
than $5.5 billion in the redevelopment of 224 
public housing projects. 
The National Commission on severely Dis-
tressed Public Housing has defined distressed 
public housing using four criteria:
1. Families living in distress (low levels of 
educational attainment, high unemployment 
rates, low household incomes)
2. High rate of serious crime within the pub-
lic housing development or the surrounding 
neighborhood
3. Barriers to managing the environment 
(high vacancy rates, high turnover rates, low 
rent collection and high rate of units rejected 
by applicants)
4. Physical deterioration of buildings

A new approach for designing 
and managing public housing
HOPE VI design targets are: 
- to overcome the physical isolation of many 
public housing developments by blending in 
with the physical fabric of the surrounding 
community
- to minimize public spaces, over which resi-
dents are less likely to exert control, and give 
them instead private and semiprivate spaces. 
- higher costs per unit than what has been al-
lowed for public housing in the past for im-
proving construction and design quality
The program has also engendered changes in 
the management of public housing, introduc-
ing a more decentralized approach: most sites 
are, in fact, managed independently. 

Public housing, originated in 1937 during 
the New Deal, is the oldest and most widely 
known form of subsidized low-income hous-
ing in the United States. 
Public housing is extremely diverse. About 
half of the nation’s Public Housing Authori-
ties (PHA) oversees fewer than 100 units; 
almost 90% of all PHAs are responsible for 
500 or fewer units.
The New York City Housing Authority, whose 
portfolio of 180,000 units accounts for 12% 
of the nation’s public housing stock, is wide-
ly considered among the nation’s best.
In the past quarter century far more resources 
have gone to the preservation and redevelop-
ment of public housing than to the expansion 
of the program. Only 5% of the current pub-
lic housing stock was built after 1985, and 
most of that replaced older public housing 
buildings that had been torn down. On the 
other hand, 57% of all public housing units 
are more than 30 years old, and 38% are 15 
to 30 years old.
Since the beginning, the program has always 
targeted low-income families. However, over 
time, the public housing population has be-
come increasingly impoverished. Originally, 
public housing managers imposed strict crite-
ria in selecting tenants. Post war period saw 
less of the “submerged middle class” remain 
in Public Housing since low cost homeown-
ership, made possible by FHA mortgage in-
surance, enabled working class families to 
move to new suburban developments. As a 
result, the median income of public housing 
residents fell from 57% of the national me-
dian in 1950 to 41% in 1969, 29% in 1970, 
and less than 20% by the mid-1990s.
In 1998, Congress sought to reduce the 
concentration of poverty in public housing 
through a public housing reform act (Qual-
ity Housing and Work Responsibility Act of 
1998). It mandated that no more than 40% of 
the households admitted into public housing 
can have incomes below 30% of the area’s 
median family income. 

Building types
Although many people associate public hous-
ing with high-rise buildings, most of them 
consists of other building types: high rise 
elevator buildings account for 30% of the to-

tal public housing stock and they are mainly 
located in the largest cities. Low-rise town-
house and row houses comprise an additional 
25%. However, the design of public housing 
seldom blends in with the surrounding com-
munity, regardless of building type.

Residents: income and racial 
composition
The most common source of income for 
public housing residents consists of social 
security disability or retirement benefits and 
pension payments. This reflects the large 
proportion of elderly and disabled residents. 
One third of public housing households are 
elderly, 38% of whom are disabled. An ad-
ditional 19% of public housing households 
are headed by disabled adults under age 62. 
Wages and salaries constitute the second 
largest source of income, received by 31% of 
all public housing households. A far smaller 
segment of public housing tenants, 16%, re-
ceive some form of welfare. Although many 
public housing residents work, the extremely 
low income of public housing residents sug-
gests that thy earn very low wages and/or 
work for a limited number of hours. In terms 
of the total population living in public hous-
ing, 42% are under 18, including 15% under 
age 6; 14% of all residents are 62 or older. 
With respect of the ethnicity, Whites make 
up half of the public housing population, fol-
lowed by African Americans with 46%. His-
panics, who include Whites, African Ameri-
cans, and other races, make up 20%.

Effects of local power (PHAs) on 
racial and income segregation
The original legislation is partly responsible 
for the location of public housing develop-
ments and therefore the tendency to be situ-
ated in low-income, often minority neighbor-
hoods. By relaying on PHAs to build public 
housing, the federal government gave local 
government the right to decide whether to 
build any public housing at all. Moreover, 
affluent suburbs and other municipalities 
had no obligation even to establish a public 
housing authority. As a result, public hous-
ing could be located only in jurisdictions that 
chose to participate in the program, virtually 
guaranteeing that public housing would be 
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1959 16

37,6%

23,1%

30,3%

16

16

1969 42

57,5%

9,4%

23%

55

55

1979 18

17

17

1990 8
1999 4
2004 6

170,436 $0

less than 15 years

detached

high-rise/elevator

with any wages

disabled

422,451 $1-$5,000

15-30 years

row type/townhouse

mixed

with any welfare

elderly

792,228 $5,000-$10,000

more than 30 years

semidetached

with any SSI/SS/pension

all households with children

1,204,718 $10,000-$15,000

Total

walk up

with any other income

all female headed house-
holds with children

1,391,312 $15,000-$20,00
1,273,500 $20,000-$25,000
1,234,555 Above $25,000
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authorities. Unlike other subsidized housing 
and market rate rental housing, PHAs report 
expenditures and revenue on a system-wide 
basis and assign limited authority and respon-
sibility to on-site management personnel.
Public housing was originally structured so 
that the federal government paid the costs 
of building the projects and tenants paid for 
the costs of operating them. Local housing 
authorities issued bonds to finance the costs 
of project development and Washington paid 
principal and interest. Maintenance and other 
operating costs were covered by rental in-
come. he system work reasonably well into 
the 1960s. Eventually, operating costs in-
creased faster than tenant incomes. At first, 
rents were increased regardless of the tenants’ 
ability to pay but also many PHAs deferred 
basic repairs and maintenance. In the late 
1960s and early 1970s Congress responded 
to the problem with a series of amendments 
to the Public Housing Act that capped rental 
payments at 25% of income (later raised to 
30%) by instituting a new operating cost sub-
sidy to supplement tenants rents (named after 
Senator Edward Brooke).

Public housing in the percep-
tion of the population
Despite its problems, most public housing 
is in decent condition and provides satisfac-
tory homes for its residents. Established by 
Congress in 1989, the National Commission 
on severely Distressed Public Housing esti-
mated that 6% of the nation’s public hous-
ing was severely distressed, accounting for 
86,000 units. 
A survey of public housing residents con-
ducted for HUD in 1999 found that  two 
thirds of the respondents were satisfied or 
very satisfied with their apartments and the 
development as a whole. Less than 10% 
were very unsatisfied. The survey certainly 
showed room for improvement, with 21% 
expressing dissatisfaction with their homes; 
nevertheless, the results do seem to belie the 
popular image of public housing as an unmit-
igated disaster. “Public housing is unpopular 
with everybody except those who live in it 
and those who are waiting to get in it” (Steg-
man 1990).

Main strength: public ownership
Public housing has proven to be the most 
durable of the nation’s low-income housing 
programs. The secret to its longevity is its 
public ownership. Unlike virtually all other 
types of subsidized housing, public housing 
guarantees perpetual low-income occupancy. 
The only threat to its long-term viability con-
sists of poor management and security and 
inadequate funding to replace building sys-
tems and to provide adequate maintenance.

Limitations and critics
However, we notice that the program does not 
necessarily improves the lives of all the resi-
dents of the original public housing. First, by 
replacing large public housing developments 
with smaller scale, mixed-income projects, 
HOPE VI developments typically have fewer 
public housing units than the projects they 
supplant. On average, only 39% of the origi-
nal units will be replaced by units targeting 
households with incomes up to 30% of the 
area median, and this percentage range from 
9 to 102% (Center for Community Change & 
ENPHRONT 2003).
A second and related criticism of HOPE VI 
concerns the fate of public housing residents 
who do not get to live in the new housing 
developed under the program. Residents of 
public housing slated for demolition or re-
development under HOPE VI have four op-
tions:
1. Pass the screening test for the limited num-
ber of public housing units in the new devel-
opment. 
2. Use a housing choice (Section 8) rental 
voucher to find a home in the private market.
3. Move to a vacant unit, if available, in dif-
ferent public housing development
4. Leave assisted living altogether
Not all residents of public housing projects 
redeveloped under HOPE VI are eligible to 
reside in the new housing that replaced the 
old. Local housing authorities and site man-
agers have the latitude to devise and enforce 
stricter tenant eligibility criteria than is typi-
cal for public housing as a whole. HOPE VI 
developments may exclude families with 
poor credit histories, with criminal records, 
or that do not demonstrate acceptable house-
keeping skills. 
In Chicago, prospective tenants for new pub-
lic housing within mixed-income complexes 
developed with funds from HOPE VI and 
other programs must also be working at least 
30 hours a week or enrolled in school full 
time. 
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median household income

poverty rate in 1989

minority households

central city

less than $10,000

less than 10%

less than 10%

suburb

$10,000-$20,000

10-30%

10-30%

nonmetropolitan area

$20,000-$30,000

30-40%

30-50%

$30,000 or more

40% or higher

50-80%
80% or higher

table 11_ PUBLIC HOUSING COMPARED TO OTHER TYPES OF RENTAL HOUSING

For about 20 years, from 1960s to 1980s, the 
federal government financed the develop-
ment of more than 1 million low-and mod-
erate income rental housing unit owned by 
private entities. 
The different programs have started during 
1960s recession as a way of stimulating the 
economy. Kennedy administration, particu-
larly, was interested in helping families with 
income too high to qualify for public housing 
but not high enough to secure standard hous-
ing in the private market.

Mortgage subsidy programs
Since 1960s, 3 main programs that subsidizes 
the interest on the project’s mortgage, have 
been established: Section 221(d)3 in 1961, 
Section 236 in 1968, and Section 515 (for ru-
ral rental housing) in 1962. All three programs 
ran into serious trouble in the inflationary 
years of 1970s. Driven by rapidly escalating 
oil prices, operating costs rose far faster than 
tenant incomes. Many projects went into de-
fault, unable to cover their debt service ob-
ligations after meeting their operating costs. 

Direct rental subsidy programs: 
Section 8 LMSA and NC/SR
In 1974, Congress established the Section 
8 Loan Management Set-Aside program 
(LMSA), to improve cash flow and also re-
lieve the excessive rent burdens. The pro-
gram, thought for properties funded through 
mortgage subsidy programs, covered the dif-
ference between 25% of tenant income (later 
increased to 30%) and the rent. 
A very similar program for new develop-
ments was also established by Congress in 
1937: the Section 8 New Construction and 
Substantial Rehabilitation.

Strengths and Limitations
Section 8 program, designed to avoid the 
limitations of capital subsidies that we have 
described, guaranteed a combination of the 
deep rent subsidies and generous tax advan-
tages. This made the Section 8 program very 
attractive. When Regan administration termi-
nated it in 1983, the program had subsidized 
more than 850,000 new or rehabilitated hous-
ing units.
Anyway, Section 8 NC/SR was an expensive 
program. Development and operating costs 
were often high. Developers, in fact, have 
scant incentive to control costs as long as fair 
market rents would cover debt service and 
operating costs and leave a margin for profit.
Eventually, we have to notice that, unlike 
public housing, federal subsidies for all these 
programs extend for only a finite period of 
time; afterward the housing may be con-
verted to market-rate occupancy. Therefore, 
a key challenge for this housing concerns 
its today preservation as an asset for low-
income households. 

The largest housing subsidy program for 
low-income Americans it does not involve 
specific buildings or projects. Vouchers, in 
fact, enable low-income households to obtain 
housing that already exists in the private mar-
ket. Compared to project-based subsidies, 
vouchers are less expensive and provide ac-
cess to a wider range of neighborhoods and 
housing. However, the households must find 
an apartment that does not exceed the pro-
gram’s standards for physical adequacy, and 
whose owner is willing to participate the pro-
gram. 
The Housing Act of 1974 established the first 
national voucher program, originally known 
as the Section 8 Existing Housing Program.
As first designed, it provided rental certifi-
cates to households with incomes up to 80% 
of the area median income. The certificates 
covered the difference between 25% of fam-
ily income (later increased to 30%) and Fair 
Market rent (FMR). 
The quality Housing and Work responsibil-
ity Act of 1998 merged the certificate and 
voucher programs into a single program, 
renamed the Housing Choice Voucher pro-
gram (HCV) that, among other news, it also 
states that extremely low-income households 
(earning less than 30% of area’s median fam-
ily income) must receive at least 75% of all 
vouchers issued annually.
By 2004, vouchers assisted more than 1.8 
million households, more than any other 
federal housing program (40% of all HUD-
assisted).

Strengths and Limitations
It is clear that vouchers provide a greater de-
gree of residential choice than project-based 
subsidy program do, enabling recipients to 
live an a wider array of neighborhoods. Com-
pared to public housing especially, a much 
smaller percentage of voucher holders live in 
economically distressed neighborhoods. For 
example, while more than half of the nation’s 
public housing units are in census tracts with 
a poverty rate of 30% or more, this is true 
of just 15% of all voucher holders and 13% 
of all rental units. However, the voucher pro-
gram is no guarantee against racial segrega-
tion. Minority voucher holders usually reside 
in minority neighbor hoods.
Moreover, vouchers are far less expensive 
per unit compared to project-based subsidy 
program. The General Accounting Office, for 
example, estimates that public housing rede-
veloped under HOPE VI program will cost 
27% more than vouchers over their 30-year 
life cycle and housing financed with LIHTC 
cost 15% more.
Finally, we have to notice that the growth of 
the voucher program over time has become a 
political liability. In 2004, rental voucher ac-
counted for 54% of HUD’s budget.



Geography, history, technologies, economics and politics are some of the key influences that 
shape a city. In the following article I will show how, through a political and economic lens, 
certain policies, programs and housing initiatives have transformed our environment. The 
goal is to show how different urban policies and practices in New York City have used the 
people and the places as a means to transform the city’s landscape.  

The following are some of the most influential initiatives in the city and were chosen be-
cause they have had drastic impacts on its settlement patterns. It is important to understand 
that these practices have always been driven by a power structure where dominant economic 
players have made the decisions. Though these are simple diagrams, meant to be guidelines 
to help understand the different policies and programs, it is important to understand the com-
plexity behind each drawing. First, they cannot be seen as separated from a contextualized 
and historical situation. Second, it is important to understand the implications of the differ-
ent urban policies in the construction and transformation of our neighborhoods. And finally, 
it is crucial to understand how these policies continue to shape our city. 

Introduced by Home Owners Loan Corporation (HOLC) in 1937, red lining classified the 
different urban districts to indicate which areas offered opportunities and which areas where 
risky places for investment. The good places to invest where marked with a blue line in the 
map, while the risky places were marked with a red line. Usually these redlined places were 
neighborhoods with low-income and minority populations. It became illegal on 1968.

This national program was instituted under the Federal Housing Act in 1949, as a means 
to put new infrastructure in the cities. Although the program was also meant to stimulate 
housing development, more emphasis was given to big development projects that did not 
prioritize housing, or at least not low-income housing.
Consequences: Some say that the idea behind urban renewal was to eliminate the slums in 
the inner city for city profitable development. At the end many properties were taken away 
from existing communities to city-initiative development projects, displacing many citizens. 

How diFFeRent initiatives Have cHanged ouR uRban landscape

tHe economics oF 
Housing: pRogRams, 
policies, and insigHts

This phenomenon refers to real-estate agents and speculators working together to trick 
homeowners to sell their properties at low rates. They try to scare residents by telling them 
that local area properties might lose value because of racial minorities moving in.

Consequences: The people living in places 
with a red line around them would have 
a hard time getting any type of insurance 
or loan. It paralyzed the housing market, 
lowered the properties values and 
incentivized abandonment from those areas.

The reduction of essential services in declin-
ing and troubled neighborhoods. In 1970, 
Roger Starr proposed that these neighbor-
hoods should not receive more funding and 
instead to use those resources to invest in 
those neighborhoods that “could be saved”. 
The idea behind it was that when services 
such as police, fire departments, etc., were 
taken, people would also leave. The expecta-
tion was that when they left these troubled 
neighborhoods would recover from their  
problems.

This program from the Department of Housing and Urban Development (HUD) started in 
1992, also known as Urban Revitalization Demonstration. It started as a program to eradicate 
and transform the nation’s severely distressed public housing by tearing apart the subsidized 
complexes and replacing them with mixed-income development. Hope VI is a program that 
comes out of the idea of defensible spaces (Oscar Newman) and New Urbanism. Defensible 
spaces states that an area is safer when people feel a sense of ownership, which are thought 
to be strengthened by the theories of New Urbanism: walkable neighborhoods and shorter 

Dilution of the urban poor minorities toward the suburbs.

This phenomenon refers to middle class populations migrate into low-income neighbor-
hoods. The result is the displacement of the initial population and transformation of the 
neighborhood.

buildings. 
Criticism: Hope VI has built fewer units of 
public housing than it has torn down, not 
having enough housing and displacing many 
of the families that already lived in the torn 
down complexes.
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This informal policy refers to both public and private development projects beign deferred in 
certain areas, waiting for these areas to devalue on their own, making it easier and cheaper to 
proceed with redevelopment.

A social experiment from the department of Housing and Urban Development that started 
in 1994. Low-income families living in public housing in high-crime and poverty neighbor-
hoods were selected randomly to be assigned to one of the three program options: 
1. The Experimental group was given special assistance regarding rent subsidy vouchers that 
could only be used in low-poverty areas (poverty rate below 10%, as measured by 1990 US 
Census). This group also received counseling regrading the rent vouchers and possible neigh-
borhoods to move to.
2. The Comparison group was given vouchers that could only be used in Section 8 housing 
and did not receive counseling
3. The Control group did not receive any vouchers or assistance.



Since 1979, the Department of Housing Preservation and Development has sold City-
owned buildings to Housing Development Fund Corporations (HDFCs) created through the 
Tenant Interim Lease (TIL) Program. This is a special type of limited equity housing coop-
erative in New York State, incorporated under the New York State Housing Finance Law. 
Under this law, the city of New York is able to sell buildings directly to tenant or commu-
nity groups to provide low-income housing. According to Jordi Reyes-Montblanc, presi-
dent of both 601 W. 136th Street - an HDFC co-op in Manhattan - as well as the volunteer, 
no-for-profit HDFC Council, a group dedicated to helping tenants take charge of their own 
buildings and turn them into thriving, successful cooperatives, there are over 1,000 HDFCs 
in New York City. What is the potential behind this form of homeownership? 

neigHboRHood 
speculation
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not affordable housing, unemployment, high price for transportation

As rental prices in neighborhoods go up everywhere, in certain neighborhoods they increase so 
dramatic that it would displace many of its residents in a short period of time. This process is 
called gentrification and the many actors involved can make a lot of profit. 

After the decline of many inner city neighborhoods due to suburbanization, a new interest from 
middle and upper class was born among both, Youngsters who were bored growing up in the 
suburbs and an elder population who were seeking for a certain authenticity. 

The market forces answered to the demand and even promoted this interest in this so called 
authenticity like living in authentic brownhouses or lofts. 

Loft living started among artists that were in need of an affordable space for both, working 
and living as they could reduce their costs. They found their space in the inner city warehouses 
where manufacturing was in decline. First these buildings were of mixed use. Soon when this 
kind of spacious lofts became popular among middle class, market forces got involved and 
started attracting only residential tenants meanwhile kicking out the last manufacturing small 
businesses 

Most vulnerable for this gentrification are the neighborhoods along the metro stops that had 
good connections to jobs in the City center. There is a large speculation upon vacant land in the 
hope one neighborhood will be upcoming or gentrify.

Gentrification can be easily noticed in the transformation of warehouses in to expensive lofts, 
newly built condos, upcoming new businesses like coffee shops, organic and vintage stores that 
are clearly more expensive than the existing shops. As rental prices rise also the prices of the 
daily needs rise.     

gentRiFication and sky Rocketing 
pRices

Housing development Fund coRpoRation (HdFc)



Bloomberg’s administration has a goal to built by 2014 a total of 165,000 affordable units. 
The plan is divided in three categories:

1. Improving Neighborhoods: Improving the conditions of the neighborhoods by physical-
ly changing and financially aiding distressed properties to create stabilizing communities.

2. Expanding the supply for affordable and sustainable housing: The construction of 
165,00 housing units for affordable housing. 60,000 new units, and 105,000 units to pre-
serve.

With this on mind, we need to analyze the consequences of this program. The following 
diagram shows some questions that are important to have in mind whenever there is a new 
housing plan. The big question in this analysis is: what is affordable and for whom are 
these units being built or preserve for?
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From the American dream to an American nightmare.

To be protected from the sky rocking market prices and displacements as a consequence, pro-
moting homeownership can be a good option. Unfortunately this dream of many Americans 
has turned into a nightmare since the last crisis.

The American dream to own a house has been advanced in the first half of the last decade. 
Mortgages have been offered by brokers to many americans in 2 ways. The more reliable bor-
rowers could have loans with small interest, the so called Prime loans. These loans are a small 
risk to the brokers but. Next to that, they also give Subprime loans to less reliable borrowers 
with much higher interests. On this loans they could make a lot more profit and when bundled 
together with the less risk-full Prime loans they would not make such a risk. This perfect 
cocktail started being a low risk when the amount of prime loans overweighs the subprime. 
The greedier the brokers became the more subprime loans they would offer meanwhile the 
cocktail became unhealthy and a housing bubble was created. The perfect cocktail became a 
figuratively Molotov cocktail that exploded in 2007.

The results are disastrous and the American nightmare begins. The banks foreclosed the bor-
rowers who couldn’t pay off the rising interests on their loans. The prices on the housing mar-
ket that had been doubled in the last years suddenly started to drop because of the oversupply 
on the market. Big investors see an opportunity in the low prices of the low value housing 
market and buy massively.  The banks froze the other lion share of properties, as a general 
devaluation would decrease the value of all loans they still had open. The availability of va-
cancies shrinks so the market prizes rises again. The financial market speculates for the right 
time and place to take action on their vacant land meanwhile a record amount of homeless has 
to be sheltered by the city. government.

coffee organic

gentrification      

planned shrinkage      
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Affordable housing is linked to income and thus we have to rethink how to create job oppor-
tunities in the inner city neighborhoods. Since the fifties mostly the manufacturing jobs have 
been displaced more and more out of the city. 

The first important displacement was suburbanization of housing and job opportunities from 
the inner city neighborhoods to the suburbs. For the larger differentiated communities in the 
inner cities it is harder to address their problems and needs to the local government and ad-
vocate for change, as there are many different problems and many different needs. Smaller 
communities like suburbs that have fewer problems and happen likely to be the same for 
everybody, have it easier to address their problems to the local government.

 A good example is the access to jobs. While there is built a good network of highways to 
access both the central business district and the new sprawled industry from the suburbs. For 
the inner city residents, surely the ones without a car, it became difficult to access these jobs. 
They will spend a lot of time to transfer to these jobs. Neither new affordable housing was 
built in the suburbs.

A second and more recently displacement of manufacturing jobs happened towards cheap la-
bor Asian countries like China. Manufactured goods are now imported and arrive in the New 
York/ New Jersey port. The job opportunities in the port are also difficult to access from 
the neighborhoods that lost there manufacturing industries. The service sector is not able to 
replace all lost jobs in those neighborhoods. 

displaced JoboppoRtunities FRom 
inneR city neigHboRHoods

FRom ameRican dReam to ameRican nigHtmaRe

bloombeRg’s new Housing maRketplace plan 

3. Stabilizing Families: To goal is to keep people in their homes. With an educational strat-
egy the city will counsel, assist and educate the population of the threats of foreclosure. It 
would also help vulnerable communities such as homeless and the shelter system.




 








































 










pRoblematizing tHe new Housing maRket-
place plan

tHRee aims FoR a moRe aFFoRdable, viable, 
and sustainable city

60,000 105,000

For how 
long?

Rent control 
vs 

Permanent

For whom

$ $$$

Size?

Where?

KEEP 
PEoPLE 
In THEIR 
HoMES

165,000 
UnITS

nEW

PRESERVE
REnT 
LoCKED



































































poveRty, ineQuality 
and RigHts

The image revealed by data, reports and everyday news from newspapers is that New York 
city in particular, but the whole nation also, is following the trend toward the hugest disparity 
and income inequality in the world. The effects can be even worst in the future: evictions, 
homelesness, poverty are embracing a growing number of people. The lack of affordable 
housing in this particular moment of difficulties is making even worst the new yorkers situ-
ations. the diagrams and the following data are giving an overview of the actual situation.

income ineQualities aRe Ris-
ing in usa and woRst in nyc

nyc income data: compaRison 
witH national data

The report of the NYC comptroller shows the unequal distribution of income. 
USA today has one of the MOST UNEQUAL income distribution in the industrialized world.
The purpose of the NYC comptroller report is to look at how income distribution in New York 
City compares to that of the nation as a whole, and how it has been changing in recent years. 
National income tax data show definitively that the nation’s income distribution has been get-
ting more unequal for at least the past three decades, with the top 1 percent capturing more of 
the national income and the rest, and especially the bottom 50 percent, less.  There seems to be 
a similar long-term trend in New York City.













 




 






















 











source: NYC comptroller report

How much people spent for their house?

Eric Bederman, a spokesman for the Department of Housing 
Preservation and Development:

"2/3 of Low-Income household not quali�ed for 
public housing or subsidies PAID more than 30% of 
their Income to rent".

7.5 Million of American homeowners 
spend Half of their Income in Housing Cost

38% American Homeowners have a mortgage (19mil)    
(US Census Bureau)

RISK FORECLOSURE

Centre for responsible lending report:

17% 11%

Latino African-
American

Homeowners who had lost 
their house or at risk

between 2007_2009:  

2.5 million homes were foreclosed

8% 4.5%

Latino-
African

White

7%

White

Completed foreclosure

30%

Data Census Bureau
Centre for Responsible lending

Housing cost and Risk oF 
Homelesness

Habitat FoR Humanity: 
advocacy FoR aFFoRdable 
Housing
We talked to Matthew Dunbar, Advocacy 
and Community Relations Manager, Habitat 
for Humanity New York. Since its founding 
in 1984, Habitat-NYC has provided more 
than 260 homes. They counted: it would 
take Habitat for Humanity more than 5,500 
years to meet the current housing deficit. 
That’s why the advocacy work is at the core 
of the organization. Looking at advocacy 
priorities of Habitat-NYC helps to shape 
the understanding of current city, state and 
federal policies for affordable housing and 
why it’s important to keep them.

Main advocacy Habitat-NYC programs:

New York City:
- Call for 2013 Mayoral Candidates 
to produce comprehensive affordable 
housing plans that address the full 
housing continuum. Now that mayoral 
election approaches and the Bloomberg 
administration’s New Housing Marketplace 
plan is coming to an end, Habitat-NYC 
is pushing for a plan that emphasizes the 
importance of homeownership, and include 
other key housing issues such as homeless 
and supportive housing solutions, public 
housing and rental preservation, tenant 
protection, foreclosure prevention, and 
neighborhood stabilization. Plan should 

clearly define affordability and unit sizes, 
prioritizing need over numbers so that 
distribution of housing opportunities reaches 
very low-income residents while addressing 
the continued challenges of creating and 
preserving workforce housing.
- Ensure that affordable homeownership 
remains an essential and central public 
policy issue as a key solution to city’s 
affordable housing crisis. Habitat-
NYC works on getting elected officials 
support the vital importance of affordable 
homeownership and affordable home 
building. Affordable homeownership gives 
low-income and working families critical 
economic and social benefits — building 
equity, significantly improving educational 
achievement, fostering greater civic 
participation, inspiring pride and a sense 
of accomplishment and improving physical 
health. Building affordable homeownership 
units are powerful economic engines that 
quickly create jobs, generate new tax revenue 
and stabilize families and communities.

New York State:
- Increase New York State’s capital 
investment in affordable housing. Habitat-
NYC is urging Governor Cuomo to increase 
the state’s capital investment in affordable 
housing and the economic activity and 
job creation that home building generates. 
Programs such as the Low Income Housing 
Trust Fund (HTF), the Affordable Housing 
Corporation (AHC), and New York 
State HOME provide essential housing 
development opportunities that contribute 
to New York’s economic growth and the 
stabilization of struggling neighborhoods. 
The state should also identify a flexible, 
dedicated revenue stream for affordable 
housing that is not subject to annual 
appropriations.
- Renew J-51 tax abatements for 
cooperative and condominium ownership 
opportunities. The J-51 tax abatement is 
an important mechanism for Habitat-NYC 
homeowners; it ensures that for the life of a 
Habitat family’s mortgage, their tax burden 

will be low enough to maintain affordability 
amidst increasing energy and maintenance 
costs. Habitat-NYC advocates for renewal of 
this important legislation alongside measures 
that strengthen, protect, and expand NYC’s 
affordable housing stock.

Federal Legislative Priorities:
- Invest in stabilizing communities and 
maintain federal resources that support the 
work of Habitat for Humanity nationwide. 
In support of the federal Neighborhood 
Revitalization Initiative, Habitat for 
Humanity International seeks to leverage U. 
S. government programs and resources to 
revitalize low-income neighborhoods and 
to create resilient communities. To support 
this initiative, the federal government must 
maintain and enhance the following funding 
streams:
› Corporation for National and Community 
Service (AmeriCorps and VISTA):
Provides Habitat affiliates with the capacity 
to engage tens of thousands of volunteers in 
efforts to rebuild struggling neighborhoods;
› National Housing Trust Fund and Capital 
Magnet Fund:
Provides production resources for new 
construction and rehabilitation of vacant 
properties;
› SHOP (Self-Help Homeownership 
Opportunity Program):
Provides Habitat affiliates with resources to 
acquire the land and infrastructure needed 
to rebuild communities hard-hit by the 
foreclosure crisis;
› Section 4 Capacity Building:
Provides resources to support the staffing 
and skills needed to rebuild communities 
with high foreclosure rates;
› Preservation Programs:
Provide affordable rental homes for low-
income families and individuals through 
public housing, Section 8 Housing Choice 
Vouchers and Section 202 housing for the 
elderly.

Source document: Habitat for Humanity, 2013 
Housing Covenant, www.habitatnyc.org/advo

“pRimaRy advocacy woRk 
tHis yeaR will Focus 
on making aFFoRdable 
Housing a top pRioRity at 
tHe mayoRal campaign. 
we aRe looking to pusH 
diFFeRent mayoRal can-
didates to Really come 
out witH a compReHensi-
ble Housing plan wHicH 
deals witH tHe Full con-
tinuum oF Housing need”.

- mattHew dunbaR, 
Habitat nyc



wHo is at Risk?




















 






 



























 








In NYC 3800 homeless are kids between 16-24 years old. they stay in the subway and home-
less kids with no options prostitute themselves in order to survive. that’s why they called 
“survival sex”. 90% of them would like to stop but the lack of shelter is a barrier.Bloomberg 
despite promoting anti-prostitution efforts perpetuates this situation by failing to provide 
nearly enough shelters beds. Bloomberg’s ‘Cruel’ Budget Throwns 160 Homeless Kids Out of 
Shelter Beds Says LGBT Shelter Executive Director Carl Siciliano

Some costs: a youth shelter bed in compliance with state and federal regulations costs the 
city about $30,000 per year, while the annual cost of imprisoning a youth costs the city 
$70,000, and the medical and mental-health costs of responding to HIV-positive and sui-
cidal kids are vastly higher.







  


New York State Division 
of Housing and Commu-
nity Renewal (DHCR)





















































































population and Housing law, RigHts, Rent FRaud






 

 











  































































The Median Household Income (MHI), or 
Median Family Income (MFI), is the amount 
at which half the city’s households earn more 
and half the city’s houseolds earn less; in 
2011 New York City’s MHI was $51, 270, as 
determined by the US Census. This number 
is used to determine the official Poverty Line 
as well as household eligibility for public 
housing assistance or low-income and af-
fordable housing. 

median 
HouseHold 
income

tHe economics oF 
Housing: mapping 
tHe cRisis

As fundamental as food and water, access to 
housing is a human right, a necessity to live 
a basic, safe, and comfortable life. Recogniz-
ing this, the state of housing in this country, 
and in this city especially, is appalling. The 
wealth disparity is disgusting, while real-
estate and rental pricing is largely unregu-
lated, allowing landlords to charge whatever 
rent they can without any regard for who 
can pay and who cannot. This often means 
that, when the time comes, those who can 
no longer pay get displaced. Without any 
regulations, the aspirations towards a sociaty 
with actual equal opportunity, with any sem-
blance of  decreasing disparity, continues to 
move farther and farther into the distance. 
These largely unregulated market forces also 
allowed predatory lending and the housing 
bubble, resulting in the foreclosure crisis, 
which made accesssing housing even more 
difficult for many New Yorkers. This section 
tries to explain who is most at risk of losing 
housing in this city and to visualize this in-
stability through maps.

Access to housing is the product of complex 
social relationships, the determined by many 
obvious and less obvious things, such as 
work status and occupation, education, the-
ability and/or decision to purchase versus 
rent, and, maybe the most important in New 
York City, the ups and downs of the real-
estate market.
Affordability of housing is, for the most part, 
dependent on basic market forces - supply 
and demand - which means rents continue to 
increase as more and more people move to 
New York City. These market rate properties 
and processes are considered the ‘1st sector’ 
of the housing market. Publicly subsidized 
housing, through the policies and mecha-
nisms mentioned earlier, are recognized as 
the ‘2nd sector’ - housing made affordable 
through public programs, often lasting a 
limited amount of time then eventually be-
ing brought back into the free market, the 1st 
sector. Additionally, and much less preva-
lent, are permanently affordable properties 
- the ‘3rd sector’ - usually base on ‘social 
ownership’ and managed to be non-specula-

New York City’s homeownership rate refers 
to the percentage of total housing units that 
are owner occupied. In 2011 this number 
was 32.6%, according to the US Census, 
which means more than two-thirds of New 
Yorkers are renters.

Housing as a 
Human RigHt

deteRmining 
Housing 
aFFoRdability

HomeowneRsHip

map 1: mHi

map 2: 
HomeowneRsHip Rate

tHe RigHt to Housing

Map 1
Source: The Furman Center

Map 2
Source: The Furman Center

tive, or non-market based. These community 
land trusts, limited equity or zero equity co-
operatives, and mutual housing associations 
are the best opportunity for broad and guar-
anteed affordability.

“Everyone shares the right to a decent standard of living. Essential to the achievement of 
this standard and therefore to the fulfillment of human life beyond simple survival is access 
to adequate housing. Housing fulfills physical needs by providing security and shelter from 
weather and climate. It fulfills psychological needs by providing a sense of personal space 
and privacy. It fulfills social needs by providing a gathering area and communal space for the 
human family, the basic unit of society. In many societies, it also fulfills economic needs by 
functioning as a center for commercial production.”

-Human Rights Education Association
www.HREA.org

This map reflects the reality that poorer 
neighborhoods tend to be located at the pe-
riphery of the city’s boroughs. Being relega-
tion to the exterior means that these commu-
nities, that are already earning less, are also 
routinely farther from the services and jobs 
usually focused in the central business dis-
trict, and thus farther from the opportunities 
to improve their living situation. Something 
else worth considering is if we think about 
this MHI geography in relation to the sub-
way lines, we can see a similar discrepancy 
between poorer neighborhoods and access 
to, or convenience of, public transport infra-
structure as well. When we use the general 
rule of thumb that 30% of income should go 
towards housing, reasonable rents for these 
households at the periphery would need to 
be quite low. The reality of the situation 

means that, in addition to being farther from 
the opportunities available in the center of 
the city, as well as having less access to these 
resources, lower income households are also 
paying a disproportionately high amount of 
their income to secure housing, creating a 
greater financial burden for them.

Areas of lower homeownership mean higher 
rates of renters. Owning one’s home versus rent-
ing guarantees a certain amount of stability in 
the cost of living in a place, at least with respect 
to housing costs.  While homeowners must pay 
higher property taxes as their neighborhoods 
improve, at the same time they reap the benefits 
as the community’s infrastructure and ameni-
ties improve, such as local schools, while the 
value of their property increases as well. New 
York City is a city of renters, which can be seen 
in Map 2, while the highest rates of ownership 
in Brooklyn are seen along the periphery at the 
places with the greatest MHI.
Conversely, renters are susceptible to the whims 
of landlords as well as market forces, which re-
flect the desireability of neighborhoods. These 
market processes mean tenants have less sta-
bility as their rents are more likely to change 
unexpectedly and at a more unsustainable rate. 
Homeownership is lowest in the poorest neigh-
borhoods, those with the lowest MHI, and this 
relationship helps to express the increased pre-
cariousness of those New Yorkers who rent.

Market rate rental units are those 
found in the 1st sector and are tied to 
the supply and demand of real-estate 
in a neighborhood - meaning the prices 

As more units are rented at market rate, 
fewer units are subsidized and in effect 
made affordable. Higher rents and un-
subsidized rents are both more precari-
ous for lower income and already at risk 
tenants. Historically industrial parts 
of the city, which are often those with 

maRket Rate 
Rental units

Median Sale Price reflects the property val-
ues and state of the real-estate market in a 
given location.  Half of the homes in the area  
sold for more than the median price and the 
other half sold for less.

As median sale prices reflect the strength 
of a local real-estate market, it is unsurpris-
ing to see a correlation between lower sale 
prices and communities with lower MHI. 
While lower sale prices might also relate to 
lower rent prices, with regards to ownership, 
it might also reflect a higher rate of turnover 
and instability in a neighborhood as it is 
easier for new property owners to enter the 
market. Similarly, neighborhoods with lower 
median sale prices represent easier access for 
buyers or groups of buyers trying to work in 
alternative and non-market processes. 

median sale 
pRice oF single 
Family Homes

Map 5 shows the rate of foreclosures at the 
community district level. They are most 
heavily focused in the poorest and peripheral 
communities. These high rates of foreclosure 
help to better understand the relationship be-
tween neighborhood wealth and how at risk 
residents are of losing their home or losing 
their rental tenancy without notice. At the 
same time, though, these foreclosure rates 
also reflect the most opportune places for 
beginning alternative models of acquisition 
and tenure because of the owners’ liability 
of having abandoned and unsold properties 
on their books. Today these are often banks, 
who want to get rid of toxic assets which hurt 
their profits.

FoReclosuRes: 
wHo, wHat, 
and wHeRe

map 3: median sale 
pRice oF single Family 
Homes, 2011 

map 4: maRket Rate 
Rental units as peR-
cent oF Housing stock

map 5: notices oF FoRe-
closuRe Rate, 2010.

“tHe new settlement witH tHe attoRney gen-
eRal is tRying to pusH tHe banks to give tHese  
Reo pRopeRties to non-pRoFits... but it seems 
like tHey’Re only giving away tHe teRRible pRop-
eRties, wHicH non-pRoFits don’t even want be-
cause tHey need so mucH woRk it will cost tHe 
non-pRoFits money to demolisH and Rebuild 
tHem.”

- ingRid ellen, tHe FuRman centeR

will increase as people’s desire to live 
in an area increases. The other side of 
this data represents the amount of 2nd 
and 3rd sector housing in a neighbor-
hood. These 2nd and 3rd sector units are 
subsidized or managed to be affordable 
and less intimately tied to, or totally 
disconnected from, the effects of the 
real-estate market.

Map 3
Source: The Furman Center

Map 4
Source: The Furman Center

Map 5
Source: The Furman Center

the lowest Median Family Income, and 
those with the highest median family 
income, have the lowest rates of sub-
sidized housing, affecting the former 
population in a much more severe way 
than the latter. 
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