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ABSTRACT

This paper pregents the results of an exploratory
analysis of suburban housing opportunities for working class
minorities, using data for the nation as a whole and for five
metropolitan areas. Chapter 1 is an introduction and summary of the
paper. Chapter 2, "Dimensions of the Problem," covers the following
topics: (1) household incomes and housing location; (2) housing
expenditures and affordability; and (3) suburban housing
opportunities. Chapter 3 "Addressing the Problem," covers housing
policy matrix and designing a metropolitan strategy. Section 4, "Keys
to Understanding the Problem Better," covers the following topics:
(1) availability of affordable nousing; (2) location of affordable
housing; (3) ninority access to affordable housing; and (4) summary.
This analysis demonstrates that serious problems of excessive cost
and lingering discrimination discourage poor and working class
minoritiec from gaining access to affordable housing opportunities in
the suburbs. Moreover, these problems appear to prevail in most U.S.
metropolitan areas. However, the composition and causes of these
problems vary substantially from one metropolitan area to anotner.
Thus, solutions must be tailored to the metropolitan context, and
must be supported by thorough analyses of local patterns of housing
affordability and availability. Seven tables, six figures, and one
matrix are presented. A list of 10 references is included.
Operational definitions of income classes and affordability standards
are appended. (JS)

N
X
%
z
i
<
i
&
:
-
X
bl
=

g

ot eremys

'

AR AR AR A A R A AR A AR R AR A A R AR AR AR R A R AR AR AR R AR R AR AR R R AR R AR R RRRRARRRRRR AR R

* Reproductions supplied by EDRS are the best that can be made *

x from the original document. x
R**********************************************************************




ED319g84¢

METROPOLITAN HOUSING OPPORTUNITIES
FOR POOR AND WORKING CLASS MINORTTIE

Margery Austin Turner
Douglas B. Page

The Urban Institute
(#3698)
October 1987

THE URBAN
INSTITUTE

2100 M Street. N.W.
Washington. D.C 20037

Project Report

BEST (OPY AVAILABLE
2

“PERMISSION TO REPRODUCE THIS
MATERIAL IN MICROFICHE ONLY

HAS BEEN GRANTED BY

£ w

 Us b Edaititede

TO Ti{E EDUCATIONAL RESOURCES
INFORMATION CENTER (ERIC)."

U 8. DEPARTMENT OF EDUCATION

Oftice of Ed R and Impi t
EDUCATIONAL RESOURCES INFORMATION
CENTER (ERIC)

O This document has been redroduced as
received lrom the person or ufganizaton
onginating it

QAMinor changes have been made 1o mprove
reproguction Quahty

® Points of view Of 0DINIONS statedinthis docu-
ment do not necessarly represent othcial
OERI position or pohcy




&
£
i‘
£
3
pes
S
-
r o

METROPOLITAN HOUSING OPPORTUNITIES
FOR POOR AND WORKING CLASS MINORITIES

Margery Austin Turner
Douglas B. Page

The Urban Institute
(#3698)
Detober 1987

3
=3
7%
»

x




R 3 5

ACKNOWLEDGEMENTS

The authors wish to thank Shoji Sasaki for his meticulous
assistance on the empirical work for this paper. 1In addition,
George Schermer and Ray Struyk made helpful comments on an
earlier draft.

Partial firancial support for this work was provided by the
Rockefeller Foundation. :




o2y

CONTENTS

1. Introduction and Summazy 1

2. Dimensions of the Problem 4
Household Incomes and Housing Location 6
Housing Expenditures and Affordability 11
Suburban Housing Opportunities 17

3. Addressing the Problem 27
Housing Policy Matrix 28
Designing a Metropolitan Strategy 37

4. Keys to Understanding the Problcq Better 39
Availability of Affordable Housing 39
Location of Affordable Housing 42
Minority Access to Affordable Housing 44
Summary 46

References

Annexes:

A: Definition of Income Classes

B: Definition of Affordakility Standards

FullText Provided by enic [NS

anbar L N S .
AT, L 0 i - .




1. Intrcduction and Summary

Recent trends show that job opportunities are expancding far
more rapidly in the suburbs than in the central cities of U.S.
metropolitan areas. Moreover, it appears that jobs remaining in
the central city are increasingly dominated by technical, white
collar occupations, so that blue-collar and semi-skilled workers
must look to suburban employment centers for job opportunities.l

If jobs are indeed shifting from America’s central cities to
the outlying suhurbs, opportunities for employment will depend
increasingly on the ;vailability of affordable housing in
suburban communities. In particular, if minorities cannot gain
access to suburban housing, a growing share will remain trapped
in central city neighborhoods where job opportunities appear to
be declining.z' Thus, both the gvailability of affordable housing
in the suburbs and minority access to it will grow in'importance
as determinants of the employment and income potential of
minority families.

This paper presents the results of an exploratory anélysis

of suburban housing opportunities for working class minorities,

1. See, for example, Kasarda (1987) and Ellwood (1986).
Note that the decline in central city employment is attributable
not only to suburban employment growth, but also to the
relocation of jobs to rural areas in the U.S. and to other
countries. This paper’s focus, however, is limited to the issue
of minority access to suitable jobs within u.s. metropolitan
areas.

2. While housing location is not the only determinant of
access to job opportunities, Galster (1984), Leonard (1984), and
others have shown that black access to employment opportunities
declines as the distance between jobs and black neighborhoods
increases.




usiny data for the nation as a whole and for five specicic

metropolitan areas. Our analysis indicates that

Poor housgeholds (annual incomes below $15,000) consistently
have to spend an excessive share of their incomes on
housing, because the supply of units they could reasonably
afford is seriously deficient.

The supply of housing that is reasonably affordable for
working class families ($15,000 to $25,000 incomes) is
gen.rally adequate.

However, the market for moderate cost housing is
considerably tighter in come metropclitan areas than in
others.

In genecal, moderate cost housing is quite evenly
distributed between central cities and suburbs, although in
some cities only affluent families can reasonably rfford to
live in the suburbs. .

We do not know where in the suburbs the moderate cost
housing is located; it may be concentrated in clder, close-
in communities, or it may be more widely distributed,
providing reasonable proximity to areas of job growth.

Blacks have not yet gained equal access to suburban housing
oprrttunities, even though they could afford a large share
of t..e housing units in the suburbs.

Hispanics dc not appear to confront the same degree of
housing discrimination in the suburbs as blacks.

These results raise at least as many questions as they

answer. A complete assessment of the housing problems confronted
by poor and working class minorities will require a thorough
analysis of individual metropolitan areas, using more sensitive
measures of housing affordability and locaticn. Specifically,
for a given metropolitan area, one would need to address the

following issues:

What are the characteristics -- in particular, size and
physical adequacy -- of the housing units that poor and
working class families can afford?

Are the dwelling units that are actually available for
occupancy -- new units and units turning over -~ affordable
for poor and working class families?
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Wnere are the centers of employment growth in the metropolitan
area, and how affordable are housing opportunities in nearby
communities?

To what extent are blacks concentrated in particular central
city and/or-suburban neighborhoods?

What local circumstances -- spatial and economic

, development, demcgraphic trends, jurisdictional boundaries,
and local land use, zoning, and regulatory policies —-
explain prevailing patterns of housing availability,
affordability, and racial integration?

Despite the many unanswered questions, the exploratory
analysis presented here outlines the dimensions of a serious
national housing problenm, demonstrating that black households in
particular do not enjoy equal access to affordable housing
opportunities in suburban areas. Addressing this problem will
require aggressive efforts at the metropolitan scale. An
effective strategy for opening up suburban housing opportunities
for minority households would have to integ¢ "ate a wide range of
policies that are currently implemented independently, tailorine

the exact mix of policies to the unique circumstances of a

particular metropolitan setting.




2. D'mensions of the Problenm

The supply of af:i.. dable housing, its location, and its
availabilit¥ to minorii: families all vary sharply from cne
metropolitan area to uie next. And the fact that suburban
housing opportunities msy be easily accessible to blacks in some
cities is of no value wlatsoever to a black family looking for a
home in a more restrict. e metropolitan area. Local geography,
jurisdictional boundariex, and land use controls, ac well as the
history of a particular metropolitan area’s growth are among the
factors that determine the degree of economic and racial
segregation. Clearly, policies designed to address problems of
housing affordability and exp~nd minority access to suburban
neighborhoods must be tailored to local circumstances if they are
to be effective.

. Despite the diversity of local conditions, serious problems
of housing affordability and racial discrimination persist across
the board. This paper focuses on these common problems,
documenting their magnitude across all metropolitan areas in the
U.S. Specifically, we use data from the 1983 national American
Housing Survey (AHS) to examine the affordability of central city
and suburban housing, as well as minority access to suburban
housing opportunities.

In addition, we present comparable data collected between
1980 and 1983 from five specific metropolitan areas to illustrate

variations on our basic findings. At this stage, we have made no
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attempt to explain the differences between metropolitan areas.
The £ive metropolitan areas -- Atlanta, Los Angeles, Baltimore,
Chicago, and Indianapolis -- are by no means representative of
all metropolitan areas. Instead, they were selected as examples
of areas with quite different growth rates, economic conditions,
housing markets, and racial composition. Exhibit 1 summarizes
key characteristics of the five metropolitan areas, compared tc
the national metropolitan average.
EXHIBIT 1:
Metropolitan Area Characteristics

National Balti- Indiana- Los

Average Atlanta more polis Chicago Angeles
Households :

979,600 642,600 771,400 422,300 2,464,100 2,718,300
Annual % Growth
in Households 0.88% 2.93% 0.93% 2.63% 0.03% 0.98%
% Black 12.3% 25.4% 18.8% 11.7% 18.2% 12.3%
% Hispanic 6.7% 1.2% 0.8% 0.7% 6.7% 19.6%
% Central City 43.5% 25.4% 36.1% 60.6% 42.5% 46.8%
Median Income
Owners $24,400 $30,700 $29,600 $23,600 $31,700 $25,600
Renters $12,800 $14,900 $14,400 $12,100 $14,300

$12,000

Source: Urban Institute tabulations of published American Housing
Survey and Census of Housing data. National - 1983; Atlanta -
1982; Baltimore - 1983; Indianapolis - 1980; Chicago -~ 1983; Los

Angeles -~ 1980.

The remainder of this section presents our empicical

findings. We begin by briefly summarizing data on household

incomes and on the distribution of households between central

city and suburban neighborhoods. Next, we discus

S what

households at different income levels spend for housing, and what




possible to examine the availabili Y and the location of housing
that is affordable for poor and working class households.
Finally, we present data on the degree of minority :sccess to

suburban housing opportunities.

Household Incomes and Housing Location

The focus of this study is the availability of housing
opportunities for working class families -- families with one or
possibly two wage earners in blue collar, clerical, or other
semi-skilled jobs. Our data, on the other hand, simply classify
households by income. Therefore, we begin with some definitions.
As outlined in Exhibit 2, we have adapted HUD’'s definitions of
very low, low, and moderate income levels (see Annex A fcr more
detail).1 It may be helpful to compare these income classes to

EXHIEXT 2:
Definition of Income Classes

HUD Definition. Income Range
Very low income less than 50% of local median 0 - $10,000
Low income 50% to 80% of local median $10,000 - $15,000
Moderate income 80% to 120% of local median $15,000 - $25,000
Middle/high income more than 120% of local median $25,000 +

the official poverty line ($10,178 in 1983 for a family of four).

The upper bound for our very low income class roughly corresponds

l. Note that HUD’s income definitions not only vary with
local medians, they are also adjusted for household size. We
have not reproduced these adjustments.

11-




to the poverty line, while the upper bound for our moderate
income group is about two and a half times higher than the
poverty line. Throughout the paper, we refer to very low and low
income households as poor, and to moderate income households as
working class.

Exhibit 3 presents the distribution of all metropolitan
households across these income classes, along with the
distributions of blacihs aund hispanics. About 40 percent of all
metropolitan households are poor (very low or low income), 20
percent are working class (moderate income), and 40 percent are
affluent. The incidence of poverty is dramatically higher among
minority households than for the metropolitan population as a
whole. Blacks -~ who account for 12 percent of metropolitan
households -- are the most likely to be poor. Specifically, over
half of black households are poor, about 20 percent are working
class, and less than one fourth are affluent. Circumstances are
only slightly less grim for hispanics -- who account for 7
percent of all metropolitan households. Roughly half of hispanic
househclds are poor, about 20 percent are working class, and
slightly over one fourth are affluent.

Income distributions do not vary markedly between our five
sample metropolitan areas. As Exhibit 4 shows, rcughly one third
of metropolitan households are poor, 20 percent are working
class, and 40 to 45 percent are middle- to high-income.
Indi;napolis and L.§. are distinctive in that they both have
lower than average shares of affluent households. 1In

Indianapolis, an above average share of moderate income

i2
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households make up the difference, while Los Angeles has a higher -

than average share of poor households. Exhibit 4 also
demonstrates that blacks and hispanics are consistently more
likely than white households to be poor. Baltimore is the only
one of cur sample metropolitan areas where the income
distribution for minorities is about the same as the income
distribution for whites.

EXHIBIT 4:
Income Distributions by Metropolitan Area

National Balti- Indiana- Los
) Average Atlanta more polis Chicago Angeles
All 3
Households: :
Very Low 23.9% 19.9% 21.2% 23.4% 22.1% 28.1% :
Low 13.3 12.5 12.1 14.8 11.5 16.2 .
Moderate 20.9 22.9 21.6 27.7 20.2 23.4 :
Middle/Hi 41.9 44.7 45.0 34.1 46.5 32.3 :
Black :
Households: :
Very Low 41.3% 36.3% 21.1% 40.4% 44.9% 39.2% )
Low 15.3 18.1 15.7 18.2 14.1 17.4 :
Moderate 19.3 23.3 22.4 23.6 17.8 23.5 ]
Middle/Hi 23.6 22.4 40.7 17.8 23.2 19.8
Hispanic
Households:
Very Low 33.4% 31.5% 32.6%
Low 17.5 NA NA NA 15.9 22.4
Moderate 21.5 26.2 26.9
Middle/Hi 27.8 ) 26.4 19.1

Source: Urban Institute tabulations of published AHS data.

Historically, the suburbs have been considerably more
affluent than central cities, with the majori' y of a metropolitan
area’s poor and minority househslds concentrated in downtown

neighborhoods. Exhibit 5 illustrates this pattern, presenting
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EXHIBIT &:
Location of Metropolitsn Households
by Income Class and Race

PERCENT OF METROPOLITAN HOUSEHOLDS

LIVING IN CENTRRAL CTIES

AN N
b 0% ~ ::::2229 7 <:S; ‘\‘
N 7 Z N
2\ I\ A\ I
N AN AN A
N NN
_ N R
TN N N N

Note: All data are for 1883. Income classes are defined as
follows: Very Low Income $0-10,000: Low Income $10-15,000:
5 Moderate Income $15-25,000: Middle/High Income $25,000 +.

Source: Urban Institute Tabulations of published American Housing
Survey data.
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the share of metropolitan households from each income class living

in central cities, and comparing the relationship between income

and location f,r all households with that of.minority households,

teas 13

Altogether, the suburbs house more than half of all
metropolitan households, but only a mirority of black and
hispanic households. Specifically, 44 percent of all

metropolitan househoclds live in central cities, compared to 73

percent of black households and 60 percent of hispanic
households. 1In part, the concentration of black and hispanic

households in central cities is attributable to their low income

levels; the incidence of central city location declines steadily

as incomes rise, from almost 60 percent among all very low incone

households to about one third among affluent households.
'However, a4t all income levels, blacks and hispanics are

substantially more likely than white households to live in the

central city. 1In fact, even among affluent households, over 60

percent of blacks and about half of hispanics live in central

city locations.

Housing Expenditures and Affordability

In the U.S. today, a gross rent exceeding 30 percent of a

household’s income is viewed as an excessive housing cost burden.

Owners are assumed to be able to spend 40 percent of their income
for housing, since they generally benefit from tax deductions and
house value appreciation. Given prevailing financing terms, this

means that homeowners can reasonably be expected to afford houses

i
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valued at about three times their annual incomes (See Annex B).
Despite these normative standards, most poor families -- owners
and renters -- pay congiderably more for housing, while most
affluent families pay less. Moderate income families -- both
owners and renters -- are the most likely to have housing cost
burdens close to the normative standard.

Exhibit 6 illustrates this disparity, presenting data on
actual rents and values in relation to the normative standard of
affordability. Specifically, at each income level, the normative
expenditure standard is compared to actual expenditures for the
lowest quartile, the median, and the highest quartile. For
example, looking at the top panel, which applies to all
metropolitan renters, we see that among very low income
households the normative rent standard ranges from under S100 to
abrut $200. 1In reality, however, most very low income renters
pay much more. As Exhibit 6 shows, half of all very low income
renters pay rents above the median rent line, which ranges from
about $250 to $300. And three quarters of very low income
renters pay rents above the low quartile rent line, which extends
from $150 to $200. By contrast, for middle- to high-income
renters, all three actual rent lines (lowest quartile, median,
and highest quartile) fall well below the normative rent
standard, illustraéing that virtually all renters in this income
class spend considerably less than 30 percent of their incomes
for housing.

Given the high rents and values actually paid by poor

househulds, it shculd come as no surprise that there is a serious

17
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EXHIBIT 6:
fiotropoiiten Housing Cos%s mnd Affordabiiity by Income Class

ALL METROPOQLITAN RENTER HOUSEHOLDS

Grens Runts by Ncorne

~

Greom Rent

1] ¥ T L] 1 4 L]

Very Low Low Mederate Nisdle/High

ALL METROPOLITAN OWNER HOUSEHOLDS

Mause Velue by insoms

=3 /

© 14 L L ¥ ¥ ¥ 1 ¥ Ll

Very Lov Low Foderats Middle/High

Key: A Low rent quartile
B Median reént
+ High rent quartile
O Affordable rent

Note: All data are for i883. Income classes are defined as
follows: Very Low Income $0-10,000; Low Income $10-15,000;
Moderate Income $15-25,000; Middle/High Income $25,000 +.

Source: Urban Institute tabulations of published American Housing
Survey data.
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shortage of housing that poor families can reasonably afford.
Exhibit 7 presents the distribution of metropolitan housing units
by affordabilit-: range, where units have been defined as
affordable for a particular income class, if they rent for less
than 30 percent of the income (or sell for less than three times
the income) of households near the middle of the class. This
exhibit also compares the share of dwellings in each
affordability range with the share of households in the
corresponding income class, demonstrating that the number of
metropolitan dwellings affordable for poor families amounts to
only about one, third of the number of poor households. Almost. no
owner-occupied dwellings are affordable for the poor, but even in
the rental stock, demand exceeds the supply of affordable housing
by roughly 300 percent.

In contrast, the supply of housing affordable for moderate
income families is substantial ~- accounting for almost two
thirds of both the rental and owner-occupied stock. oOnly about
one quarter of metropolitan acusing units are out of reach of
moderate income families -- 20 percent of the rental stock and 30
percent of the owner-occupied stock. c¢n a national basis,
therefore, we find no shortage of moderate cost housing, for
either renters or owners.

This conclusion must be tempered somewhat in light of
three important data limitations. First, by identifying a
dwelling as affordable for an income class when it is actually

affordable to households in the middle of that class may




TIE g RN e e 8 W A T

. r W

R R T O P o

e A ANAT A 1

BRI o T LR
I

EXHIBIT 7:
Distribution of Metropolitan Buelling Units
by Affordability RAnge

L4

ALL METROPOLITAN HOUSING UNITS

12.6% of unite

24.72 of units 37.2% of houssholds
41.9% of households | Poor
Middle/High
62.7X% of units
Moderate 28.9% of house'olos
ALL METROPOLITAN RENTAL U

L UNTS ALL METROPOLITAN OWNERSHIP UNITS
3.6% of units

17,7 of units Poor

21,18 of unitse

houssholds
21.2% of houzcholds 557 of 31.21 of units

Middle/High §5.3% of houserclim

Middle/High

Noderete Roderete

$1.3% of units X

\\_‘/ 23.13 of Mouseholds \J

Note: All data are for 1983. Income classes are defined as
follows: Poor $0-15,000: Moderate Income $15-25,000: Middle/High
Income $25,000 +.

Dwelling units are designated as affordable for an income class
if they fall at or below the affordability standard for
households at the mid-point of the class.

Source: Urban Institute tabulations of published American Housing
Survey data.

25.3% of households

§5.2% of units
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Overstate the availability of housing for poor and working class
households. Second, both lower and higher income households
occupy units in the moderate Price range; these units obviously
are not somehow reserved for moderate income families. And
finally, we have not controlled for unit size or quality. Thus,
the units classified as moderate cost may in fact include luxury
efficiency apartments as well as modest three bedroom houses.

Moreover, the prospects fur working class families are not
SO rosy in all metropolitan areas. Exhibit 8 presents ratios of
low and moderate cost dwellings to poor and working class
households for our five illustrative metropolitan areas. Without

EXHIBIT 8:
Availability of Housing Affordable for

Poor and Working Class Households
in Five Metropolitan Areas

Ratio of affordable
dwelling: to households

For: National Balti- Indiana- : Los
Average Atlanta more polis Chicago Angeles
Poor J.34 0.32 0.27 0.57 0.23 0.49
Working Class 3.00 1.96 2.05 1.78 2.08 2.83
Both 1.30 1.00 0.97 1.08 0.91 1.33

Source: Urban Institute tabulations of published AHS data.

exception, the supply of units that the poor can afford falls
woefully short of the number of poor households. At best, the
supply of units affordable for-the poor amounts to only about

half of the number of poor households. And while the supply of
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moderate cost housing consistently exceeds the number of working

class families, the combined number of low and mecderate cost

units is not always sufficient to satisfy the combined needs of
low and moderate income households. Specifically, in both
Chicago and Baltimore the total number of poor and moderate

income households is larger than the total number of low and

moderate cost units, and in Atlantz the total number of poor and

moderate income households corresponds almost exactly with the

total number of low and moderate cost housing units. Thus, in

Some metropolitan areas, the shortage of low cost units -- that

poor households can reasonably afford to occupy -- increases the

pressure on the moderate cost stock, so that working zlass

households, too, may have difficulty finding affordable

accommodations.

Suburban Housing Opportunities

In general, moderate cost housing -~ units that working
class families can reasonably afford -- is just as likely to be

located in the suburbs as in central cities. 4verall, just over

half (£~ percent) of all metropolitan housing units are located

in suburban areas. Exhibit 9 presents the central city/suburban

distribution of units in each cost range. Ppoor families are

clearIY.excluded from the suburbs; the few units that they can

reasonably afford are concentrated in central cities, and are

predominantly rental units. 1In contrast, units that are only

within the reach of middle- to high-income households are more

likely to be located in the suburbs. But moderate cost housing

22
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EXHIBIT 9:
Distritution of Metropolitan Duelling Units by
Location and Rffordability Range

LOCATION OF AFFORDABLE HOUSING UNITS

By Tenure and incoms Class

. Renter M\.; Total

- NIN

§ 40N - k \

“ S. '\t ’>\~ Ouner

’g 0% > / Q Total
‘ k-] / / Renter \\\ Y
%A 3 203-a"t:' ;§§; ‘\: R::t Q:::
i‘ \:ﬁ\\ Toﬁ:\ ::::; \\\\k EEES: ESSS:
10% -7/ U N / >/ A >r
; o% 4 E 4 T L é 7 T 4 /1// é
;Z . Moderaste o Middle/High

FE

Yt & AT

Note: All data are for 1983. Income classes are defined as
follows: Poor $0-15,008: Moderate Income 315-25,000: Middle/High
Income $25,000 +.

Dwelling units are designated as affordable for an income class
{f they fall at or below the affordability standard for
nouseholds at the mid-point of the class,

Source: Urban Institute tabulations of published American Housing
Survey data.
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is quite evenly divided between central cities and suburbs.
Thus, as a general rule, thare is no reason to conclude that
housing affordable for working class families is unavailabie in
suburban areas.

This general conclusion applies to three of our five
illustrative metropolitan areas, as illustrated by Exhibit 10,
which presents central city concentration indexes for dwellings
in each affordability range. An index value of 1.0 indicates
that, given the relative size of the central city and the
suburbs, dwellings in a given affordability range are evenly
distributed between the central city and the suburbs. A higher
index value indicates that an affordability range is concentrated
in the central city, while an index value less than 1.0 indicates
that an affordability range is concentrated in the suburbs.

Of the five metropolitan areas, only Chicago and Baltimore
exhibit high central city concentrations of moderate cost
housing. In the other three metropolitan areas, housing
affordakle for working class households is much more evenly
dist~ibuted between the central city and the suburbs. Exhibit 10
also supports the general finding that low-cost housing tends to
be concentrated in central cities, while high-cost housing is
concentrated in the suburbs. Indianapolis is the only one of our
illustrative metropolitan areas in which housing in all

affordability ranges appears relatively evenly distributed

between central city and suburban jurisdictions.
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EXHIBIT 10: ‘
Central City Concentration Indexes
by Housing Affordability Range
in Five Metropolitan Areas

Housing Units Affordable for: Total
Poor Moderate Mid/high Units

National Average
Percent central city 63.8 54.3 32.1 44.7
Concentratioa index 1.4 1.2 0.7 -

Atlanta
Percent central city 64.7 30.2 11.4 25.4
Concentration index 2.5 1.2 0.4 -

Baltimore :
Percent central city 70.6 59.7 13.0 39.7 :
Concentration index 1.8 1.5 0.3 - §

Indianapolis :
Percent central city 77.2 67.1 49.5
Concentration index 1.2 1.0 0.8

Chicago
Percent central city 74.3 58.8 21.9
Concentration index 1.8 1.4 0.5

Los Angeles
Percent central city 63.9 51.2 38.5
Concentration index 1.4 1.1 0.8

Source: Urban Institute tabulations of published AHS data.
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While this evidence indicates that there are housing

opportunities in the suburbs that working class families can

afford, black families still have not gained access to these

suburban housing opportunities. Exhibit 11 contrasts the black

and hispanic share of all metronolitan bousing in each

affordability range with their share of suburban housing in the

same range. .Regardless of housing cost, blacks are substantially

under-represented in suburban housing. To illustrate, blacks
occupy over 30 percent of all low-cost metropolitan housing

units, but less cthan i5 percent of the low-
Similarly,

cost suburbarn units.
blacks ‘occupy about 17 percenct of all moderate-cost

housing, but only about 8 percent of the moderate-cost units in

the suburbs. Even the small share of blacks who can afford to

occupy high-cost housihg units are significantly more likely to

live in the central city than in the suburbs.

There are several possible explanations for the failure of
black families to gain access to the suburban housing

opportunities that are affordable for them. First,
discriminatory housing market practices (by sellers, landlords,

and/or real estate agents) may prevent blacks from renting or

buying housing in the suburbs.1 However, even if discriminatory

practices have been eliminated, the effects of past

discrimination can persist. For example, black home seekers may

1. See Wienk et al (1979), Yinger (1979) and Goering (1986).




. EXHIBIT 11:
Minority Access to Housing Opportunities by
Location and Affordability Ranae -

A e
WAy

ErAley
R

T

b

&
i
i-
€

%
5
R

%
B A
o

BRI
eget P TS
A

Ree
I

T

MINORITY SHARE OF AFFORDABLE HOUSING

Oy Location and Affordability Range

b

R

. PR
Akt Vo by 0 i8S ot ek 11

3 0%
133
§f~, Contral
5’2; ] City
0% -

| . ;
[ H
o o At e wad

_—
g
£
B g 3
Centrasl =
"€ som City
o 3
. = i
t g ‘3
A S Central f
5 City j
“ *

10% -~ Suburbs

NN
'/,
ﬁ;ddlclﬂng

MW/

o%x T f

1
Poor fioderate

21 ®iocks SN Hispanics

Note: All data are for 1983. Income classes are definad as
follows: Poor $0-15,000: Moderate Income §15-25,000; Middle/High
Income $25,000 +,

Dwelling units are designated as affordable for an income class
if they fall at or below the affordability standard for
households at the mid-point of the class.

b Source: Urban Institute tabulations of published American Housins
Survey data.

N g ' dooe , W , I H
G ARSI i st o R 3w b e g et o0 § g onh  Tan e sneale it it s

-t 27




be unaware of suburban housing opportunities, because so few of

their acquaintances live in suburban jurisdictions; they may be

unwilling to move into predominantly white neighborhoods, away

from relatives, friends, and familiar social organizations; or

they may fear hostile reactions from the current residents oZ

predominantly white suburban communities.l

None of our five illustrative metropolitan areas offers é

blacks equal access to housing opportunities in the suburbs.

Exhibit 12 presents central city concentration ratios for each

affordability range by metropolitan area. For a given

affordability range, the concentration ratio is equal to black

representation in central city units in the affordability_range

divided by black representation in suburban housing in the same

affordability range. To illustrate, if blacks occrpied 20 4

percent of all moderate cost housing in a particular metropolitan

area, and, if race played no role in determining a household’s

location, then one would expect 20 percent of the moderate cost

o et e i e

central city units and 20 percent of the moderate cost suburban

units to be occupied by blacks. If this were the case, the %

concentration ratio would equal 1.0. Ratios higher than 1.0

reflect the extent to which blacks are underrepresented in the

suburban housing opportunities available within a given prige

range.

1. See Vidal (1980).
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EXHIBIT 12:
Central City Concentration Rati

Housing Afforda
in Five Metropol

bility Range
itan Areas --

Black Households

0s by

National Metro Average

Percent black central city
Percent black suburbs

Concentration ratio

Atlanta

Percent black central city
Percent black suburbs

Concentration ratio

Baltimore

Percent black central city
Percent black suburbg

Concentration ratio
Indianapolis
Percent black central city
Percent black suburbs
Concentration ratio
Chicago
Percent black central city
Percent black suburbs
Concentration ratio
Los Angeles
Percent black central city
Percent black suburbs

Concentration ratio

Housing Units Affordable for:

Poor
40.6
12.7

3.19
80.7
30.9

2.61

21.9
6.8

3.22

Moderate

24,1
9.4

2.57
66.1
20.4

3.23
44,2
4.3

10.35

> o
o o
(8] [ S AVe)

18.8
10.6

1.78

Mid/High

25,
3.
8

W =

12.2
13.2

0.93

Source: Urban Institute tabulations of published AHS data.

Total

62.7
13.7

4.58

16.8
10.9

1.54
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Of the five metropolitan areas we have examined, only Los

Angeles has concentration ratios anywhere near 1.0. 1In the other

cities, blacks are three to ten times more likely to be in the

LV

central city than in the suburbs, controlling for housing

;
1 1L Lk vt e s

affordability. And in Baltimore, blacks’ representation in

central city low and moderate cost housing is about ten times

. B .
e e LBk ik

higher than their representation in comparably priced suburban

housing. At all income levels, black families are unable to take

advantage of the housing opportunities affordable Sor them in the

D f e
elis . Pl v S

suburbs. Our analysis does not indicate whether black access to

suburban housing is limited by discriminatory market practices,

by lack of information about suburban housing markets, or by

1x

by :,‘ ‘ bl
AT

perceived or anticipated discrimination, but it does show that -

]
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- at all income levels -- opportunities for black families to

obtain housing in suburban areas are severely restricted.

Hispanic families appear to face lower barriers to

suburbanization than blacks.! Exhibit 13 presents concentration

B A
.

ratios for hispanics in Los Angeles and Chicago and for the

i, Lt

national average. These data suggest ,howvever, that housing

circumstances among hispanics are extremely sensitive to local

metropolitan conditions. 1In L.A., for example, hispanics are

over-represented in moderate- and high-cost suburban housing.

This may reflect the fact that L.A. suburbs have swallowed up

some older towns that were predominantly hispanic before they

1. See Lopez (1986), however, for a review of recent
literature on housing conditions ard housing discrimination
experienced by hispanic households.




became part of the metropolitan area. However, in Chicago, wh-re

hispanics are considerably more likely to be concentrated in the

. central city, they are again over-represented in moderate-cost :
§ suburban units, Clearly, more information is needed to explain é
; existing patterns of hispanic access to suburban housing §
% opportunities, E
F \ EXHIBIT 13: g
% Central City Concentration Ratios &
. by Housing Affordability Range 3
& in Pive Metropolitan Areas -- g
¥ Hispanic Households !
gr':

gﬁ Housing Units Affordable for: =
& Pocor Moderate Mid/High Total i
# -i‘
5 National Metro Average :
£ Percent hispnc central city 1i.4 4.2 6.8 6.1 o
= Percent hispnc suburbs 8.9 6.2 4.0 5.1 5
jf Concentration ratio 1.3 0.7 1.7 1.2 é
& Chicago 3
i Percent hispnc central city 18.2 3.4 3.8 5.€ §
5 Percent hispnc suburbs 6.4 6.1 1.4 3.0 pi
§ Concentration ratio 2.8 0.6 2.7 L.9 é
: Los Angeles é
£ Percent hispnc central city 33.6 6.6 12.8 13.5 .
¥ Percent hispnc suburbs 19.3 26. 26.3 25.4 :
= Concentration ratio 1.7 0.2 0.5 0.5
5

Source: Urban Institute tabulations of published aus data.
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5. Addressing the Problem

OQur exploratory analysis of aggregate data for the uU.S. ac a
whole and for five illustrative metropolitan areas suggests that

1) the availability of housing'that poor househclds can

3

reasonably afford is severely limited; 2) in general, moderate

cost housing -~ affordable for working class families -- is much

A S AR s > o) gy Ay penr 7 da
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more widely available, although in some metropolitan areas, the

s
A

combined demands of poor and working class households may exceed

T 2 A
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the combined supply of low and moderate cost housing; 3) in most

w

s
S
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areas, moderate cost housing is roughly evenly distributed

g R
IR

between central city and suburban neighborhoods, although we do

not know where in the suburbs moderate cost housing is located;

Y
st v ol w25 L

and 4) black households have been unable to gain equal access to

g g

suburban housing opportunfties, even those that they can afford.
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All of these conclusions clearly warrant more extensive

examination{ as discussed in the final section of this paper.

- But along with the need for further analysis comes the need for

g policy development. This section, therefore, outlines the range
; of public policy solutions available for attacking the problems

of housing affordability and availability faced by poor and

werking class minorities.

The recent history of U.S. housing policy includes a wide :

-
$ 3
£
£

range of solutions designed to make housing more affordable and
to overcome the effects and past and present racial

discrimination. However, these solutions have not been

integrated to form a systematic attack on the problems
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confronting poor and working class minorities. Instead, programs
that produce low-cost housing or help families pay for market-
rate housing are rarely administered in conjunction with fair
housing efforts. Moreover, the full range of available solutions
is rarely deployed at the metropolitan level; some programs are
national in scope, while others fall within the domain of state
and local jurisdiétions. Thus, the goal of this discussion is to
provide a framework for the development of ma2tropolitan
strategies for making housing more affordable and for opening up

suburban housing opportunities to minority families.

Housing Policy Matrix

The nexus of housing problenms documented in the first
section of this paper éannot be addressed by any single policy
solution, For example, the types of policies that are useful for
addressing affordability problems are completely different from
the types of policies that can be effective for attacking racial
discrimination. Exhibit 14 identifies six generic housing policy
solutions (down the left-hand column), ard arrays them against
five broad housing problems (across the top row). Each cell
in this matrix indicates whether, and under what conditions, a
particular policy solution can be effective for addressing a
given hotsing problem.

Before launching into a discussion of the various policy
solution§, it may be helpful to briefly review the five potential

housing problems inc’uded in Exhibit 14:

'
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EXHIBIT 1%;
HOUSING POLICY MATRIX
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Poor households must pay too much for decent housing. oOur
empirical analysis provides clear evidence of a shortage of
housing that poor households can afford. As a result, the
majority of poor households spend an excessive share of
their incomes for housing.

Housing affordable for the poor is scarce in areas of job
growth. Housing units that poor families can reasonably
afford are generally concentrated in the central city.
Thus, if employment centerc are located in suburban areas,
poor households will be unlikely to f£find affordable housing
close to job opportunities.

Working class households must pay too much for housing. Our
exploratory analysis suggests that this is generally not the
case. However, more refined measures of housing
affordability and suitability may show that in some

metropolitan areas, housing affordable for working class
families is in short supply.

Housing affordable for the werking class is scarce in areas
of job growth. Again, our exploratory analysis suggests
that moderate-cost housing is quite evenly distributed
between central cities and suburbs. However, this does not
ensure that housing opportunities in areas of employment

opportunity are necessarily affordable for working class
families.

Minorities lack access to housing in areas of job growth.

Even after controlling for income differences, blacks are

clearly underrepresented in suburban areas. fThus, if

employment centers are expanding in suburban jurisdictions,
black families are likely to have difficulty gaining access
to housing near the new job opportunities.

The extent to which some or all of these problems exist in a
particular metropolitan area will determine the mix of policies
that is appropriate for ensuring the availability of housing for
poor and working class households and for expanding minority
access to housing in areas of expanding employment opportunities.
We now review the contents of Exhibit 14, discussing each of the
generic policy solutions, and the circumstances in which it can
be an effective mechanism for addressing problems of housing

affordability and access for poor and working class minorities.
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Bousing Allowances for Poor Households. In recent years,
housing allowances -- or housing vouchers -- have become the
primary mechanism for federal housing assistance to the poor.
Housing allowances supplement the rent that poor households can
afford .to pay for ceaventional units in the gxisting housing
stock. Typically, participants contribute about 30 percent of
their income, and the government pays the difference between the :

household contribution and a reasonable, "fair market" rent for a

modest housing unit. In some housing allowance programs,

households can contribute more than 30 percent of their income if

they so choose, but the government’s contribution is limited to
the gap between the fair marlket rent and 30 percent of the

household’s income. Other programs prohibit recipients from

R e WA
U b i, LS Y b

living in units where the rent exceeds the fair market rent.

Housing allowances can be an extremely effective mechanism

wa e b sl

for addressing the affordability problems of poor households as

vorkdat

long as there are sufficient, standard quality units available at

or below the applicable fair market rent. However, in markets

PR T AL LR

where moderate cost units are in short supply, households who

receive housing allowances may still have difficulty finding :
suitable units with rents below the fair market rent. Thus, h
under the right conditions housing allowances can be useful for

solving the first two problems in our matrix:

Housing allowances can help alleviate an overall shortaje of :
units that poor families can afford if the metropolitan :
area’s supply of moderate~cost units is adequate.

Housing allowances can enable poor households to afford
housing close to areas of job growth if the supply of
moderate-cost housing in these areas is adequate.
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When these conditions de not apply, housing allowances will not
work. 1Instead, it may be necessary to provide deeper and more
long-term subsidies to induce the production of new housing units

for occupancy by poor households.

Deep Subsidies for the Fruduction of Low-Cost Units. During
the 1960s and 1970s, the federal government developed a complex
set of subsidies designed to make it profitable for private
developers to build new -- or substantially rehabilitated --
housing for poor families. Generally, three subsidy forms were
combined for each project -- below-market financing, tax benefits
to property owners, and direct rent subsidies. This combination
of subsidies -- though costly -~ was effective in inducing
private developers to build and rehab housing for the pcor. The
Reagan administration has virtually eliminated these housing
production subsidies, on the grounds that they are excessively
expensive and that housing allowances are sufficient to address
the housing needs of low-income families.

However, as discussed above, there may be some markets in
which the supply of moderate-cost housing is not sufficient to
meet the needs of poor families, even if housing allowances were
widely available. 1In circumstances such as these., housing
production subsidies may be necessary to address the shortage of
affordable units. Production subsidies may also be called for
when the objective'is to increase the supply of affordable
housing in a particular area, such as neighborhoods near a

growing employment center. Siting subsidized construction near
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an area of expanding employment opportunities might be the most

eifective way of providing housing that poor paople can afford in

close proximity to new jobs.1

Shallow subsidies for the Production of Moderate-Cost Units.
Wiorking class households have much greater resources to spend on
housiﬁg than do poor households. As a result, in circumstances
where working class families confront scarce housing
opportunities, it should be possible to increase rroduction with
relatively shallow subsidies. Below market interest rate
programs have been widely used by federal, state, and local
agencieg to make homeownership affordable for working class
families who cannot afford mortgages at bprevailing market rates.
This approach can be particularly effective when it is targetted
to first-time homebuyers.

Generally, shallow subsidies for moderate income homebuyers
are not tied to specific geographic areas. 1Instead, individual
recipients use their subsidies to obtain housing in their
preferred locations that would not otherwise have been
affordable. Thus, if a particular suburban community is
attractive to working class families because of its proximity to
job opportunities, shallow interest rate subsidies can help make
the housing in that community affordable for the working class.

Similarly, if a shallow housing subsidy program for moderate

1. Note that a subsidized enclave in an otherwise middle~
class suburb might not offer sufficient opportunities for
interaction with other workers and/or job seekers, and that such
interaction may be an essential source of job markat information.
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income households is effectively marketed to minority

households, regidential neighborhoods ciose to suburban

e

employment centers may experience greater 1

racial integration.

Elimination of Costly Zoning Requirements and "Inclusionary"

Zoning. 1In some suburban jurisdictions, zoning requirements may

Serve as an effective barrier to working class households. For

example, requirements for large lot sizes, exclusion 0f multi-

family structures or manufactured housing, and high levels of

infrastructure amenities can result in construction costs that

are out of reach for the working class. If suburban

jurisdictions have imposed exclusionary zoning requirements of
this kind,

their elimination may result in an increased supply of

housing that working class families can afford. Clearly,

exclusionary zoning in communities where employment growth is

occurring will limit opportunities for working class families to

live near the new jobs.

While the elimination of exclusionary zoning provisions may

be sufficient in some jurisdictions, a more aggressive strategy

is to actively encourage the production of moderate cost housing

units through "inclusionary" zoning.

Examples of such strategies

include requirema

nts that new housir - developments inciude some

pre~defined sharc of modest units affordable for moderate income

families.

Requirerents of this kind not only enable developers

1. Thus, key issues for further exploration include the .
extent to which blacks have participated in shallow subsidy -

programs for moderate income homebuyers, and the locations to
which participants have moved




to build housing that working class families can afford, they

force developers to include such units in every development

project. Thus, in circumstances where moderate cost housing is

not available in areas of employment growth, an irclusionary
zoning policy could be effective at opening up housing
opportunities for working class households.1

It is not reasonable to expect zoning reform, or even
an aggressive inclusionary zoning strategy to increase the supply
of housing that poor households can afford. zoning adjustments
can reduce construction costs significantly, but not enough to
make it profitable to build housing for the poor. Deeper
sy’ ."dies -- to the household, to the developer, or possibly to
both -- are needed in order to make new construction affordable

fo." low income households.

Aggressive Enforcement of Fair Housing Laws and Affirmative
Marketing to Integrafe Suburban Communities. As our policy
.matrix suggests, programs designed to address problems cf housing
Sffordability do not automatically improve minority access to
suburban housing opportunities. When public agencies directly
subsidize new construction, they may be able to achieve some
deseyregation by marketing the new units to minority households.
But subsidies alone will not significantly increase minority

access to suburban housing.

1. Again, an assessment of the impacts of existing
inclusionary zoning efforts is needed to determine the
circumstances in which they can be effective.
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In communities where discriminatory housing market practices ‘
are a primary factor limiting minoritv access tsc areas of job B
growth, then a program of aggressive enforcement of fair housing
laws may be an effective solution. However, if residential
segregation persists in part because of fear on the part of
minority households to move to white communities or because
minority families are unaware of suburban housing opportunities,
then a different approach is called for. Specifically, an

aggressive metropolitan campaign to inform minority households

LI

about suburban communities and to market suburban housing

opportunities might be needed to overcome past patterns of

wi “in et ko

residential segregation.

I

Fair housing enforcement and affirmative marketing may also
ameliorate affordability problems, especially in very tight

housing markets. To illustrate, when the supply of ﬁousing is

LA e g Rk don o

tight relative to demand -- either in the metropolitan area as a

whole or in particular sub-markets -- landlords and/or real

estate agents can more easily afford to discriminate on the basis B

of race. If they do, the pool of affordable housing units to

I v,
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which minorities have access is further restricted, increasing

P LK S PN T
PRI b
A

the number of poor and working class minorities who will have to

spend an unreasonable share of income for housing. Thus, fair
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housing poiicies that open up opportunities not previously f
available to minorities can he p address problems of

affordability as well as problems of access.
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Designing a Metropolitan Strategy

The matrix of policies and problems outlined above
demonstrates that very different types of policies are needed to
solve the various components of the overall problem of housing
affordability and availability for poor and working class
minorities. No single policy can address all the components.
Moreover, no single combinztion of policies will be effective for
all metropolitan areas. The effectiveness of every policy in
Exhibit 14 is conditioned on local circumstances.

Thus, there are two major challenges to overcome in order to
ﬁevelop a package of policies that can effectively attack the
problems of housing affordability and access confronting poor and
working class minorities. First, such a Package must integrate
Policies and programs that normally operate independently. For
example, housing allowance programs (which address the
affordability problems of the poor) are typically allocated by
the federal government and administered by local housing
authorities, while below-market loans for working class
homebuyers may be issued by a state housing finance agency, and
Zoning regulations are controlled by local jurisdictions. But
cocrdinating the priorities and activities of these diverse

jurisdictions is clearly necessary if affordable housing
opportunities are to be opened up for poor and working class
minorities in suburban employment centers.

The second -~ and equally daunting -- challenge is to tailor
the package of policies to local circumstances. As discussed

above, the effectiveness of various policy solutions depends on
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lecal circumstances. For example, a package that makes sense in ‘E

5 a metroplitan area that has an ample supply of moderate-cost E
5; housing Qistributed throughout the suburbs would not be effective ?
?; in a metropolitan area where the majority of moderate-cost é
é' housing is concentrated in older, declining suburban communities. E
; Thus, unique metropolitan solutions need to be based on detailed %
? analyses of the character and causes of the problems of housing :
ii affordability and availability confronted by minority households. E
%; In the next section, we review key research issues that would 3
a rneed to be addresszed in order to develop an effective |
%f metropolitan strategy. f
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dimensions of a complex national problem, but it is constrained

4. Keys to Understanding the Problem Better

More extensive analysis is clearly needed to fully
understand the problems of housing affordability and availability :
faced by poor and working class minorities in American H

metropolitan areas. Our empirical analysis outlines the

by significant data and methodological limitations. Further
analysis needs to employ more sensitive measures of affordability
and availability, disaggregate central city and suburban areas
into more meaningful geographic units, and focus more explicitly
on the variations among metropolitan areas, linking current
housing market outcomes to economic or demographic trends. This
section discusses some of the key research issues raised by our

exploratory analysis, suggesting critical areas for further

study.

Availability of Affordable Housing

Employing ccmmonly accepted standards of affordability for
renters and owners, we have shown that poor families face a
deficient supply of affordable housing, both nationally and in
each of the cities studied. Moderate income households, on the
other hand, generally do not encounter shortages of affordable,
moderately priced housing, notwithstanding competition from
higher and lower income groups. (uansequently, most poor
households are actually spending more for housing than is deemed

affordable, while the expenditures of moderate income households
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fall close to the normative standard, and higher income families
spend consgidarably less.

One problem inherent in our classification of househeclds and
dwelling units is that it overlooks diversity. We have
characterized dwellings in terms of their costs and households in
terms of their incomes, and have attempted to match households
with dwelling units they can afford. Simple indicators of
location and race are alsc incorporated, but the many othecr
dimensions along which dwellings and households exhibit diversity
are ignored. For example, it would be desirable to reassess the
supply of affordable housing after excluding units that are
substandard. Likewise, and perhaps more importantly in terms of
matching households with dwelling units, any further study should
include measures of household and dwelling size in order to
determine the extent to which poor and working class households
of different sizes can obtain affordable housing units with the
number of rooms they need.

Matching households with suitable and affordable dwellings
is further complicated by the fact that the existence of a house
is an imperfect measure of its availability to a family seeking
housing. 1In other words, there may be a significant difference
between a static picture of the existing housing stock and a
dynamic picture of the housing units that actually become
available in a given time period. Thus, a profile of recent
movers (or of housing units on the market) could yield quite
different conclusions about where in the metropolitan area

housing is actually available, how affordable it is, and whether

46
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minorities are successful at gaining access to it. The static

Picture also overlooks new construction —- how big a role do new
housing units play in determining availability, where are newly

constructed units located, and who can afford to buy them?

In addition to refining the measures and analytic methods
that we have employed here, future research should focus on the
role of local factors in producing different outcomes in
different cities. At this point, we can only hypthesize about
major factors that may explain the variations we observed in the
availability of affordable housing across metropolitan areas:

Demographics -- Is the metropolitan area experiencing rapid

growth in the number of households, as a result of either

population increase or declining household size? Has high
demand reduced the availability of affordable housing by
lowering vacancy rates or increasing housing costs?

Income levels -- How are incomes in the metropolitan area

changing relative to housing costs? Are more families in

poverty? Are rising incomes fueling new construction?

Age of the existing housing stock =-- How much has

depreciation and/or deterioration affected the local housing

stock? What percent is recently constructed? How
responsive is the existing housing stock to the demands of a

changing metropolitan population?

Local regulatory policies -- Does rent control depress rents

and/or create a tighter rental market? Are there relevant

growth controls or Zoning restrictions inflating housing

costs or limiting supply in suburban jurisdictions?
While national analysis of housing affordability provides a
useful starting point, a full understanding of the scope and
determinants of local affordability problems can only be achieved
through a broader analysis of the metropolitan context. Just as
the magnitude of any housing problem may vary from city to city,
so to will the causes of that problem. And, as discussed in the

previous section, the effectiveness of possible policy remedies

47
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for a particular metropolitan area depends ccitically upon the

A

causal context there.

Location of Affordable Housing

Not surprisingly, our empirical results show that housing

opportunities for poor households and for high income households

are ptedominadtly concentrated in the central city and the

suburbs, respectively. However, affordable opportunities for

moderate income households —-- both owners and renters -- appear

to be more evenly distributed between central cities and suburbs.

The most serious limitation with this component of our

analysis is our inabililty to more meaningfully differentiate

location within the metropolitan area.

The central city versus

suburban dichétomy is only a very rough surrogate for the issue

of real concern,

which is -~ can working class households find

affordable housin

g reasonably close to areas of employment

growth? While moderate cost housing appears to be generally

available in suburban areas, our analysis does not indicate

whether it is concentrated in particular parts of the suburbs,

such as older, close-in suburban communities, or whether
affordable

housing is being developed in newly expanding areas of

job growth.

Similarly, the data presented in Section 2 do not reflect

the extent of economic segregation inside central cities. Casual

observation suggests that persistently poor households tend to be

concentrated in low quality central city neighborhoods.1 Higher

l. See the draft analysis by Bane (1987)
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quality neighborhoods in both the central city and the suburbs 3

y
are less likely to offer housing that poor and working class <

households can afford.

When we begin to think about more refined locational
distinctions,

atfie S e e n by e e d

the need to focus on particular metropolitan areas

becomes even more compelling. Only by identifying actual areas

of employment growth in specific metropolitan areas can we

g5

determine the availability of affordable housing in these areas.

Moreover, as discussed earlier, housing location patterns can

best be understood in the context of the economic,
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demographic,
and spatial develépment of particular metropolitan areas.

example,

For

4

How does the size of the centra: City relate to the metro
area as a whole? Have typically "suburban" areas been

annexed, or does the central city jurisdiction correspond to
the central business district?

Y, A
L5 0 b ook B it o P

What is the nature of the suburban areas? Are they newer

"bedroom suburbs" or older, established towns that have been
swallowed by the exanding metropolitan area?

Where is economic activity and economic growth concentrated
in the metropolitan area? How closely does the city
correspond to the classic mono-centric city model?

T P N .
L1 n gty e (B it 41 v

Where are suburban job opportunities located? Are they
dispersed throughout the suburban ring or are the '
clustered? Are they more likely to be located in the inner

suburbs, or are they on the fringes of the metropolitan
area?

L -
R R L Y AV Ty

suburban growth ceﬁters?
Do they offer opportunities for blue collar and/or semi-

What types of residential neighborhoods are near the
suburban growth centers? 1Is new housing being built in

these areas, or do established residential communities ' :
already exist? .

o
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Mihority Access to Affordable Housing

The third major conclusion of our exploratory analysis is
that, even after controlling for income disparities, blacks are
substantially under-represented in the suburban housing stock.
In other words, black families who can afford suburban housing
remain systematically concentrated in central cities. Even
affluent black households are more likely to live in the central
city than in the suburbs where the majority of high-cost housing
opportunities are located.

It is worth rnoting again at this juncture that observed
disparities in central city versus suburban residence are only
rough surrogates for what we are trying to measure. 1Issues for
further analysis include the extent to which minority households
are concentrated in particular parts of the suburbs, and the
extent to which they can live reasonably close to areas of
employment growth.

In addftion, ongoing analysis of suburban housing
opportunities for minority households should attempt to determine
the relative importance of the various deterrents to minority
suburbanization. The reasons why blacks are under-represented in
suburban neighborhoods certainly vary from one metropolitan area
to the next, and understanding these reasons is a critical
prerequisite for the design of effective public policies. What
accounts for the residential segregation we observe? Active
discrimination in the housing market is known to persist,
although many of the subtle, less than overt forms it can take

make it difficult to detect and even more difficult to regulate.

50

- A e A e — e g &

44

¥

3
S
.
Z
-
A
-
T

, S .
Ao -
Y Bt sy b o bl e

314 S,

P
IR LT T

R R TN

4
i b ae

e
AW 407 e

e

ety



T o A R Rl A, A R £
= ke ’

e g R
ol PRES

&
B
N

R

B

Ly

L3R T T ey

£-
iz
3
T
B
h
5
T
&
%
£
.

D e
LT P L wl,

e ST G
o '

45

Clearly, however, other factors coentribute to observed
patterns of residential segregation. Blacks may limit their
housing search to familiar, central city neighborhoods or they
may choose not to move to suburban communities that are far from
friends and family. But these alternative zxplanatians of
housing patterns by no means undermine the argument that it is
racial discrimination or prejudice that prevents black households
from taking advantage of affordable housing opportunities in the
suburbs. 1In fact, unfamiliarity of blacks with suburban
neighborhoods, and fear of moving into a predominantly white
community both reflect the effects of past prejudice and housing
market discrimination.

Thus, current patterns of racial segregation are clearly
attributable to past and present discriminat - The debate is

L]

only over the current importance of different forms of

" discrimination, and the impediments to greater integration in

particular metropolitan areas. Specifically, the following

issues warrant careful attention:

Do digcriminatory housing market practices persist in the
metropolitan area or in some segments of it? 1If so, what
form do these discriminatory practices take?

Is there active discrimination in the suburban job market?
Employment discrimination would account directly for some of
the difficulties minorities have gaining access to new jobs.
Moreover, job discrimination may play a role in residential
Segregation by denying minoritie~ both employment in the
suburban areas (the need t?'live there) and the income to
enable them to live there.

1. Another and more disturbing possibility is that the
exodus of capital and employers from central cities is itself a
discriminatory strategy based in part on the existing spatial
distributions of the various classes and types of worke:rs.
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What are the housing search patterns of black households in

different income classes? Do they experisnce fear of or

distaste for moving into predominantly white neighborhoods?
If blacks are enployed in suburban growth centers are they
living nearoy? Did they search for housing in these areas?

g
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o
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- B Do the city’s predominantly white suburbs reflecv past
N patterns of white flight? Inasmuch as this is separate from
) the active exclusion of blacks, it may account for some of

the observed residential Segregation, though of course it is
no less discriminatory.

' Do black families lack the assets needed to achieve

: aomeownership in the suburbs? Studies have shown that, even
£ when income is not a constraint, blacks have fewer financial Ll
3 assets than whites, largely due to past discrimination and p
it Scarcer opportunities for accumulation. :

ey
(X

Summarx

Our analysis demonstrates that serious problems of excessive E
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cost and lingering discrimination discourage poor and working

class minorities from gaining access to affordable housing

. opportunities in the suburbs. Moteoéer, these problems appear to

;. prevail -- in varying combinations and to varying degrees -- in

most American metropolitan areas. However, the composition and

3 causes of these problems vary substantially from one metropolitan
area to another. Thus, solutions must be tailored to the
metropolitan context, and must be supported by a thorouch :

analysis of local patterns of housing affordability and

availability.

Essential issues for in-depth analysis include the

following:

Availability of affordable housing for poor and working :
class families -- Taking sie, quality, and current 3
availability into consideration, are there sufficient

affordable units for the metropolitan area’s poor and

working class households?
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Proximity of affordable housing to areas of suburkan
employment growth -- What are the characteristics of
suburban growth centers and the nearby residential
communities? Do local economic and regulatory conditions
act as impediments and/or inducements to the production of
moderate cost housing in these communities?
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Impediments to minority access to suburban housing
opportunities -- To what extent and in what forms do
discriminatory housing market practices persist? How do the

housing search patterns of minorities determine their
housing outcomes?

e

PR LR 11100 " ke 3T nny

TG ek 20t ¢ T T 1
CAWE v

Y

1S

PPN ORIV S
i !
o

n

N T e T L Y
| v

BRIETE AN

v gl

RN

e
P~

7

k1
i

#

¥

D ey

e
R S A




e

R

g e
S

4

Fant :;a,\vnfe 8RR St

e

T AR S RGP AA R £ b

e e Bt

% o

)

et

RIS ASE R 0 TR
. v "

LRI g

REFERENCES

Bane, Mary Jo and P.A. Jargowsky (1987). "uUrban Poverty: Basic
Questions," draft, Cambridge: Kennedy School of Government.

Ellwood, David (1986): "The Spatial Mismatch Hypothesis: Are
There Teenage Jobs Missirng in the Ghetto?" in Richard Freeman and
Har.s Holzer, eds., The Black Youth Employment Crisis, Chicago,
IL: University of Chicago bress.

Galster, George C. (1984). "Residential Segregation and
Interracial Economic Disparities: A Simulataneous-Egquations
Approach," Journal of Urban Economics 21, 22-44,

Goering, John M. (1986). "Minority Kousing Needs and Civil Rights

Enforcement," in Jamshid A. Moueni, ed, Race, Ethnicity, and
Minority Housing in the United States, Westport, Conn.: Greenwood
Press,

Kasarda, John (1987). "The Regional and Urban REdistribution of
People and Jobs in the U.S.," prepared for the National REsearcch
Council Committee on National Urban Policy.

Leonard, Jonathan S. (1584). "The Interaction of Residential
Segregation and Employment Discrimination," Journal of Urban
Economics 21, 323-346.

Lopez, Manuel Mariano (1986). "Su casa no es mi casa: Hispanic
Housing Conditions in Contemporary America, 1949-1980," in

Jamshid A. Momeni, ed, Race, Ethnicity, and Minority Heusing in
the United States, Westport, Conn.: Greenwood Press. '
Wienk, Ronald; €. Reid, J.Simonson, F. sggers (1979). "Measuring
Racial Discrimiiction in American Housing Markets: The Heousing
Market Practices Survey." Washington, D.C.: Office of Policy

Developient and REsearch, Department of Housing and Urban
Development.

Yinger, John (1979). "Measuring Racial Discrimination with Fair
Housing Audits: Caught in the Act," American Economic Review 6§81~
9 .

Vidal, A. (1980). "The Search Behavior of Black Households in
Pittsburgh in the Housing Allowance Demand Experiment,"
Cambridge, Mass.: Abt Associates.

kot va

PR I IR T AL PP IV

bt ey s




u?'.#:éﬂq SRy W e

3

-y

ANNEX A: DEFINITION OF INCOME CLASSES

In 1983 (the most recent year for which household income
data are available) the median income for all U.S. households was ‘
about $20,000. The median for households living in metropolitan
areas was somewhat higher, bu: not as high as $25,000. For
metropolitan households, median incomes are reported separately
for owners and renters, making it impossible to determine exactly
what the median is for metro households. Therefore, we have
adopted $20,000 as an estimate of median household income for
urban housecitolds in the early 1980s.
HUD uses the following definitions for its income classes,
2pplied to local median incomes adjusted for household size:
0-50% of median -- " ery low income
50-80% of median -- lower income
80-120% of median -- moderate income
Applying these definitions to the $20,000 median income estimate
yields cut-offs of $10,000, $16,000, and $24,000. However,
published data are reported in $5,000 increments. Therefore, we
use the following approximations of the HUD standard:
0 - $10,000 -- very low income
$10,000 - $15,000 -- iower income
$15,000 - $25,000 -- moderate income
$25,000 + -- middle/high income
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ANNEX B: DEFINITION OF AFFORDABILITY STANDARDS

For renter households, the normative affordability standard
corresponds to a gross rent (rent plus any utilities not included
in rent) equal to 30 percent of income. Owners are assumed to be
able to afford to spend 40 percent of income on housing, due to
the tax benefits associated with homeownership and to future
benefits from property appreciation. Given 9 to 10 percent
interest rates prevailing in the early 1980s when our data were
collected, the capitalized value of this income share corresponds
to a house value of about 3 times total annual income.

We could use data on actual rents and values by income class
to construct an alternative set of affordability measures. This
alternative set reflects the fact that many households spend
considerably more than 30 percent of their incomes for housing,
and that therefore, 30 percent is not the effec~ive maximum that
they can afford to pay. 1In the table that follows, the first
panel of rents and values represents the normative affordability
standard, while the second panel represents empirical ceilings on
the rents and values actually paid by 75 percent of the
households in each income class. These can be interpreted as the

most that the majority cf households are observed to pay for

housing.
Income Class Normative Standards Empirical Standards
RENT VALUE RENT VALUE
Poor $200 $30,000 $375 $75,000
Moderate $450 $50,000 $450 ~75,000

Middle/High $1,000 $200,000 $550 $125,000
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