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James Boehm

Department of Neighborhoods
Municipality of Anchorage
557 E. Fireweed Lane, Ste. D
Anchorage, AK 99519-6650

Dear Mr. Boehm:

The Fairview Community Council appreciates this opportunity to
respond to the notice from the Department of Neighborhoods
concerning Environmental Review under 24 CFR 50 for the Red Roof
Inn (Karluk Manor) acquisition/rehabilitation.

It is the position of the Fairview Community Council that the proposed
project does not meet the requirements to qualify for a Categorical
Exclusion (CE) under 24 CFR Part 50 and should be required to
conduct a full Environmental Assessment (EA) per subpart D of 24
CFR Part 50. We base this position on the fact that there are significant
impacts on the environment, based on the following parts of the code:

24 CFR 50.19(b)(4): The removal of 800 square feet of asphalt and the
construction of 150 feet of fencing is a physical impact or will result in
physical changes to the property, and so cannot be excluded.

24 CFR 50.20(a)(2)(ii)(A){multifamily residential} - or 24CFR
50.20(a)(2)(iii)(A){commercial, industrial and public buildings}:
removing half the beds in the facility will result in a change in the
density or capacity by more than 20%, and so cannot be excluded.

24 CFR 50.20(a)(iii)(B): The development represents a change of land
use, from commercial hotel to either multi-family residential or multi-
unit institutional, and so cannot be excluded.

Under HUD form 4128, it is the position of the Fairview Community
Council that the following questions must be answered as follows:

HUD 4128 Page 1, Question 10: a 6 foot high fence will not be in
compliance with Local Zoning plans if the fence is along a roadway.

HUD 4128 (A) (19): Noise Abatement: the facility is within 3000' of a
civil air strip, and in the middle of a 6-lane highway.

HUD 4128(A) (21): Airport Hazards: the facility is within 3000 of a
civil air strip.

HUD 4128(A) (23) Hazardous Materials: The history of the facility is
unknown, and it is adjacent to properties that have been contaminated



with asbestos, benzene and other hazardous materials. There is a reasonable expectation that there could
be hazardous materials on this property as well.

HUD 4128(A) (24) Environmental Justice: Environmental Justice dictates that impacts on the
surrounding community be taken into consideration. This requires a full EIS.

HUD 4128(B) (26) Site Suitability: The site is not suitable for this use. It is in between opposing lanes
of a highway of six or more lanes, where there is a higher than normal incidence of running of red
lights. The fence is not in keeping with the aesthetic of the neighborhood, and the project will
negatively impact the surrounding area.

HUD 4128(B) (31) Parks: The site is within 500 feet of a public park frequented by children who reside
in a public housing complex. The residents of the proposed facility represent a danger to the users of
that park.

HUD 4128(B) (33) Transportation: The proposed use will interfere with commercial transportation, as
the residents represent a hazard to high speed transportation traffic that are heavy users of the corridor
in which this project is proposed.

HUD 4128 Sample Field Notes Checklist (19) Noise Abatement: The project is located near several
major noise sources, including civil airport, military airfield, major highways and railroads. A noise
assessment is required under 24 CFR 51 Subpart B.

HUD 4128 Sample Field Notes Checklist (20) Hazardous Industrial Operations: The project is within
visible sight of the Holiday fuel station.

HUD 4128 Sample Field Notes Checklist (21) Airport Hazards: The project is within 3000 feet of the
end of Merrill Field, and within 2 1/2 miles of the end of Elmendorf Airstrip. The project must comply
with 24 CFR Part 51 Subpart D.

HUD 4128 Sample Field Notes Checklist (23) Toxic Chemicals: Similar projects adjacent to the
proposed project have had presence of toxic chemicals. A Phase | (ASTM) report is required, and there
is a high probability a Phase Il report may be required. Additionally, the site is within 3000 feet of the
former Anchorage Municipal Landfill solid waste landfill site. The project will require investigations
undertaken by qualified professionals to comply with 24 CFR 50.3. Failure to do so could lead to HUD
being determined to be a Potential Responsible Party (PRP).

HUD 4128 Sample Field Notes Checklist (24) (e) Environmental Justice: The project is located in a
predominantly minority and low-income neighborhood. The neighborhood suffers from
disproportionately adverse environmental effects from the concentration of homeless services and the
individuals who such services attract, relative to the community at large. The project is required to
comply with Executive Order 12898, Federal Actions to Address Environmental Justice in Minority
Populations and Low-Income Populations.

HUD 4128 Sample Field Notes Checklist (26) Site Suitability: The project is not compatible with the
surrounding area in terms of land use, as evidenced by the vote of the Fairview Community Council to
oppose the project (21-2) (Fairview Community Council Resolution CS-2010-01 is attached). Because
the project proposes to remove 800 square feet of asphalt, it will be unduly influenced by inadequate
off-street parking. Sitting between lanes of the Glenn Highway, a heavily-travelled highway of six or
more lanes, there are air pollution generators nearby which would adversely affect the site.



HUD 4128 Sample Field Notes Checklist (28) Hazards: The project will be affected by the dangerous
intersections at 5th Avenue and Karluk Street, and 6th Avenue and Karluk Street, both of which have
the highest incidence of run red lights in the downtown corridor, as reported by the Anchorage Police
Department. The highway also presents a hazard from through traffic. It also will cause nuisances from
light, vibration from heavy trucks at all hours of the day and night, industrial nuisances, and the airport
will create a noise nuisance.

HUD 4128 Sample Field Notes Checklist (31) Schools, Parks, Recreation, and Social Services: RurAL
CAP has claimed in the past that social services will not be available on site for residents of the
proposed project. They have now claimed the opposite. We do not know what to believe.

HUD 4128 (11): We believe all of the above mentioned issues require mitigation.

It is the position of the Fairview Community Council that the property is required to conduct a full EIS
under 24 CFR 50.42(a) because the project will have a significant impact on the human environment.
The fence is not in keeping with the aesthetic of the neighborhood; the project will have an excessive
impact on the well being of the surrounding neighborhood, as documented by the attached study (Ingrid
Gould Ellen, Harvard Center for Housing Studies, March 2007); the proposed tenants who would be
sex offenders represent a danger to current residents of low-income housing properties within 750 feet
of the project, and who use a park within 500 feet of the proposed project; and the project will have
economic impacts on the surrounding residents and businesses, all of which need to be documented and
mitigated under the EIS process.

Due to these factors, we believe that the Department of Neighborhoods must answer section 11 of HUD
form 4128 as "Environmental Assessment and a Finding of Significant Impact is made, and an
Environmental Impact Statement is required in accordance with 24 CFR 50.33(d) and 50.41.”

Please feel free to contact me at 222-0649 or chamard@gci.net if you have any questions.

Regards,

R .

Sharon Chamard
President, Fairview Community Council

Attachments:

1. Fairview Community Council Resolution CS-2010-01: A Resolution opposing establishment of a
multi-unit complex for chronic inebriates in the northern section of Fairview and recommending an
alternative location for implementing the Housing First Initiative

2. Gould, Ingrid Ellen (2007). “Spillovers and Subsidized Housing: The Impact of Subsidized Rental

Housing on Neighborhoods.” Joint Center for Housing Studies, Harvard University.

HUD-4128 form: Environmental Assessment and Compliance Findings for the Related Laws

4. “Executive Order 12898, Federal Actions to Address Environmental Justice in Minority
Populations and Low-Income Populations.” Federal Register, vol. 59, No. 32, February 16, 1994.
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Fairview Community Council
Resolution CS-2010-01

A Resolution opposing establishment of a multi-unit complex for chronic inebriates in
the northern section of Fairview and recommending an alternative location for
implementing the Housing First Initiative

Whereas, the Municipal Charter states “The Assembly by ordinance shall provide for establishment of
community councils to afford citizens an opportunity for maximum community involvement and self-
determination.” and,

Whereas, Community Councils have an official role to provide counsel and recommendations to the
Mayor and Assembly on relevant neighborhood issues, and

Whereas, the Anchorage Bowl 2020 Comprehensive Plan provides a long range vision for the
community wherein the goal of “Housing: A balanced, diverse supply of affordable, quality housing
located in safe and livable neighborhoods with amenities and infrastructure that reflects Anchorage’s
varied social, cultural, and physical environment.” and

Whereas, the Department of Neighborhood’s 2010 Action Plan, page 12, states “the inner city
neighborhood of Fairview Community Council is experiencing disinvestment, a concentration of low-
income households, and blighted conditions.” and

Whereas, according to Anchorage Neighborhood Indicators Sourcebook, the number of Fairview
residents in Group Quarters versus Households is 9.8%, more than three times the Anchorage average
of 2.7%, indicating that the Fairview Community Council shoulders more than its fair share of public and
affordable housing units, and

Whereas, there is an identified population of 200-250 individuals who constitute the hard-core chronic
public inebriate in Anchorage, and

Whereas, chronic public inebriates have impacted Fairview business and residential interests
significantly over the years to the point that the Council organized and co-sponsored a series of
community workshops that resulted in production of a written report and recommendations informally
titled the Fairview Initiative, and

Whereas, the Community Transfer Station (Sleep-off Center) for individuals detained for public
drunkenness is located in the City Jail located at the corner of 3rd Avenue and Post Road and just below
5th Avenue, and

Whereas, the Community Service Patrol collects inebriated individuals from Downtown and Midtown
while the Anchorage Police Department collects public inebriates from all over the city, and bring them to
the Sleep-off Center where they regain a sense of sobriety, and are then released into the community of
Fairview, and

Whereas, the Mental Health Trust Authority and other public organizations are preparing to provide
funding to the organization of RurAL CAP for purposes of implementing the concept of Housing First in
Anchorage modeled after a relatively successful experiment titled 1811 Eastlake in Seattle located in a
prosperous neighborhood, and

Whereas, the 1811 Eastlake or Downtown Emergency Service Center facility provides supportive
housing for 75 formerly homeless men and women living with chronic alcohol addiction, 24-hour, seven
days a week supportive services including: State licensed mental health and chemical dependency



treatment, on-site health care services, daily meals and weekly outings to food banks, case management
and payee services, medication monitoring, weekly community building activities, and

Whereas, the proposed location in Anchorage for implementing the Housing First concept is the 55 unit
Red Roof Inn located on Karluk Street between 5th and 6th Avenues and approximately two blocks from
the City Jail and the Sleep-off Center, and

Whereas, Housing First is also known as a “wet house” whereby chronic inebriates are allowed to have
visitors and drink to excess within the confines of the building, and

Whereas, the approximately 48 chronic inebriates to be housed in the facility will know and associate
with the remainder of the 200-250 known chronic inebriates who will be frequently released from the
Sleep off center, and

Whereas, RurAL CAP managers have informed the Fairview Community Council they do not intend to
provide any support services except for on-site food preparation and general building security, and

Whereas, chronic inebriates and their visitors will purchase their liquor at the nearest retail outlets, two of
which are located along Gambell Street at 12th and 13th Avenues, and

Whereas, according to a 2005 report, 5th and 6th Avenues along with Gambell and Ingra Streets rank
within the top five most dangerous road corridors for pedestrians within the City, and the Municipality
Pedestrian Plan recommends significant infrastructure improvements along this section of Karluk to
address the unsafe pedestrian conditions, and

Whereas, the Municipality and State Department of Transportation and Public Facilities are engaged in
an effort to develop an eight-lane, high-speed, controlled-access Highway to Highway connection
between the Glenn and New Seward Highways for purposes of resolving current and anticipated traffic
congestion problems along 5th and 6th Avenues and the Gambell/Ingra Couplet, and

Whereas,the preliminary alignment for this connection as identified in the Long Range Transportation
Plan and the Municipal Bicycle Plan comes from north of Third Avenue to Post Road and angling in a
southwesterly direction to the general alignment of Hyder Street, and

Whereas, this preliminary alignment will also have major off ramp connections to both the Downtown
along Third Avenue and to the Port of Anchorage angling northwest, and

Whereas, this major infrastructure project will very likely result in significant changes to existing land
uses including social support facilities located along Third Avenue, and

Whereas, proponents of the Housing First or “Wet House” assert it is more economical to locate such a
facility near existing support services such as the Brother Francis Shelter and Bean’s Cafe, and

Whereas, these social service support facilities are would possibly be relocated by the proposed
Highway to Highway connection, and

Whereas, it would be an inefficient allocation of resources to purchase and renovate a facility that will
very likely be isolated from other social support services in the future and located just a couple blocks
from the City Sleep off Center in an area of town that struggles to maintain a prosperous economic base,
and

Whereas, the lack of supportive services at the proposed Housing First facility due to budget constraints
means that the success achieved by 1811 Eastlake would be very difficult to replicate at the Red Roof
Inn location, and



Whereas, implementing an abbreviated version of the 1811 Eastlake experiment could very likely result
in increased calls for emergency services at this location, and

Whereas, the short term economic savings associated with facility acquisition and rehabilitation should
not override what is in the long term best interests of the clients, the neighborhood and the community.

Whereas, the proponents of the Housing First concept would be well served to look at alternative
locations for such a facility in conjunction with future establishment of a support campus for homeless
chronic inebriates,

Therefore, Be It Resolved that the Fairview Community Council formally opposes the use of public
funds from Municipal, State, Federal governments or funding from organizations that are supported by
any level of government to acquire and renovate the Red Roof Inn for purposes of establishing a limited
application of the Housing First concept in Anchorage, and

Therefore, Be It Resolved that the Fairview Community Council herewith opposes well-intentioned but
poorly designed approaches that perpetuate a negative image of the Fairview community as a de facto
social services ghetto, and

Therefore, Be It Resolved that the Fairview Community Council requests their elected representatives
and public officials oppose this use of public funds and to support a more comprehensive approach that
recognizes the recommendations of other official Municipal planning documents, the need for funding
adequate supportive services and the recommendations of the Fairview Community Council Chronic
Public Inebriate report.

Passed this 11" day of February, 2010 by a vote of 21 Yeas and 2 Nays.

A .

Sharon Chamard, President
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At a congressional hearing in 1948, representative A.S. Mike Monroney argued that the
construction of new, subsidized rental housing improves the surrounding neighborhood, and in
so doing, raises property tax revenues. He stated: “One of the principal arguments, with which |
go along, is that the establishment of a housing project in a city raises the assessed valuation for
blocks around it and puts back onto the municipal tax rolls a great deal more money than is taken

off by the land that is occupied by these public housing projects.”*

Congressman Monroney was
not alone in his beliefs; when the federal public housing program was first established in the late
1930s, neighborhood benefits were a key justification.

Yet it is hard to imagine a member of Congress making a similar argument today. The
current assumption is that the production of subsidized, rental housing, if anything, accelerates
neighborhood decline — “there goes the neighborhood” is the common refrain. And partially as a
result, we’ve seen the policy pendulum swing away from place-based housing investment
towards demand-side housing programs, such as housing vouchers.

Despite this policy shift, many of the local developers and nonprofits who build and
manage subsidized rental housing continue to believe that their efforts not only provide shelter
but help to revitalize communities as well, which raises the obvious question: Who is right? This
paper aims to revisit this critical policy issue, exploring how and why investments in subsidized,
rental housing might affect surrounding neighborhoods. Unlike most of the existing research,
which simply asks whether subsidized housing has a negative or positive impact, my aim is to
explore the factors that shape the direction and size of the effect. For while recent research on
this topic suggests that subsidized rental housing can have very positive impacts on communities,
not all housing developments have had similarly positive effects. The aim here is to look across
a variety of empirical papers on the topic to glean lessons for policymakers about the types of
subsidized rental housing investments most likely to generate positive spillovers to the

surrounding community.

Understanding the Spillover Effects of Subsidized Rental Housing

Although subsidized rental housing developments may have less positive impacts on
communities than their market-rate counterparts, the likely spillover effect isn’t clear and is

likely to depend on the housing and the circumstances. Schwartz, Ellen, Voicu, and Schill

! Fisher, Robert Moore, Twenty Years of Public Housing, New York: Harper & Brothers, 1959, p. 159.



(forthcoming) identify five general mechanisms through which subsidized housing might affect
the value of neighboring properties: the removal effect; the physical structure effect; market
effects; the population growth effect; and population mix effects. This framework can also be
used to analyze how subsidized rental housing might affect neighborhood demographics,

services, and quality of life.

Removal Effect

The construction of subsidized rental housing can affect a community simply because of
what it removes. In urban areas, subsidized housing often replaces abandoned, boarded-up
buildings or littered, vacant lots, disamenities that can signal that the community is disorganized
and that criminal activity will go largely unchecked (Skogan, 1990; Wilson and Kelling 1982).
The removal of such blight can help to make a neighborhood both more attractive and safe, and
thereby catalyze neighborhood revitalization. Of course, subsidized rental housing may also
replace a desirable use, like a park, an attractive set of older buildings, or simply open-space. In

these cases, removal effects would likely be negative.

Physical Structure Effect

The construction or rehabilitation of a building or set of buildings may also have an
independent effect, over and above the removal of the prior use. In particular, if a new subsidized
project is viewed as unattractive or not fitting with the existing character of a community, or if a
project is not cared for over time, it may detract from the appeal of a community. Alternatively, an
attractive, high-quality, well-maintained building that fits in nicely with the design of existing
properties can enhance the overall design and appearance of a community.

Market Effects

Developers sometimes avoid blighted neighborhoods because they fear that investments
there won’t be profitable. By ensuring a certain level of activity, subsidized housing
developments may help to allay such fears. Moreover, if subsidized developments include
market rate units, they may signal to developers that an area is viable and thereby attract
additional investment. On the other hand, the creation of new subsidized housing may also have
a depressing effect on the neighborhood by glutting the local market with low-rent housing and



crowding out unsubsidized, private investment (see Murray 1999; Sinai and Waldfogel 2002;
and Malpezzi and Vandell 2002).

Population Growth Effect
The construction of new housing is likely to increase population, which might in turn make
local streets safer and promote new commercial activity.” At the same time, such growth might

result in congested streets, overcrowded schools, and strains on local police and infrastructure.

Population Mix Effects

The impacts of new housing may depend not only on how many people move into but
who moves into it, and how their incomes and ethnicity compare to those of existing residents.
Such changes may not be linear — lower-income inmovers may make little difference in high-
income areas, while reductions in income in neighborhoods that already have high
concentrations of poverty and joblessness may be detrimental (see Ellen and Turner, 1997).% The
racial or ethnic composition of occupants may be relevant as well. Research has shown that after
increases in the black population in a community, white households — and white homeowners in
particular -- tend to report lower neighborhood satisfaction and are more likely to move (Ellen
2000). Other research suggests that during the 1970s and 1980s, housing prices were typically
lower in neighborhoods with greater shares of non-whites (Kiel and Zabel, 1996).

Finally, the construction of subsidized rental housing may also lead to a more stable
population, and a more stable community in turn, since households living in subsidized housing
tend to live in their units for longer periods of time.

Naturally, the size and direction of all these effects are likely to vary across programs and
even particular projects, depending on what the housing replaces, the size, design, and upkeep of
the development, the characteristics of the tenants, housing market conditions, and the
characteristics of the surrounding neighborhood. In general, we expect that investments in
housing — the rehabilitation of old housing or the construction of new housing — would have

2 Of course, if the subsidized construction fully crowds out private construction, then the population will remain
steady. But while most research on this topic finds evidence of crowding out, no paper has found it to be complete
(see Murray 1999 and Sinai and Waldfogel, 2002).

3 Children growing up in communities characterized by high rates of poverty and joblessness will be disadvantaged
by their lack of exposure to role models of successful working adults. Crime may increase as alternatives are less
apparent, and local schools may struggle, perhaps because they face difficulties in recruiting strong teachers or
because local parents are typically less educated (see Ellen and Turner 1997).



positive spillovers on the surrounding community, especially when that housing replaces an
abandoned or otherwise blighted site. But those positive impacts might be tempered to some
degree by poor or incongruous design, deficient management and upkeep, and/or by the
perception that tenants — either because of their lower relative incomes or different ethnic

compositions — will make undesirable neighbors.

Existing Evidence on the Spillovers of Subsidized Rental Housing on Property VValues

Actually identifying and quantifying the neighborhood spillover effects generated by
housing investment is quite difficult. The first challenge lies in measuring any neighborhood
improvements. Sources of data are hard to come by, and many of the outcomes we would wish
to capture (e.g., social capital and collective efficacy) are difficult to quantify.* However,
because land is immobile, to the extent that any of these outcomes occur, they should be
capitalized into, or reflected in higher property values. Put simply, if a neighborhood becomes a
better place to live, people will be willing to pay more to live there. Thus, much of the existing
research measures neighborhood benefits by increases in the value of surrounding properties.”

Given the conventional view that subsidized rental housing developments, if anything,
help to accelerate neighborhood decline, it is perhaps not surprising that the papers on this
subject have virtually all been framed to ask whether these subsidized housing developments
reduce surrounding property values.® Yet, contrary to the conventional wisdom, empirical
research yields inconclusive evidence about the nature of spillover effects generated by
subsidized rental housing. Most of these past studies either rely on cross-sectional data or do not
have access to project completion dates and therefore cannot determine whether subsidized
housing is systematically located in weak/strong neighborhoods, or whether subsidized housing

*Collective efficacy is defined as the willingness of local residents to intervene for the common good. For more on
the concept, see Sampson, Raudenbush, and Earls (1997).

*Of course, it may be true that neighborhood changes occur even when little change in property values is apparent,
perhaps because these underlying changes in services and conditions cancel one another out. Consider the effects of
an increase in population resulting from new housing. On the one hand, this increase is likely to make a
neighborhood safer; on the other hand, it may lead to unwanted noise and congestion.

® One exception is Nourse (1963), which considers whether federally-subsidized housing might deliver benefits to
the surrounding neighborhood. But this paper was published way back in 1963, almost 10 years before the
demolition of Pruitt Igoe, a time when attitudes about subsidized rental housing clearly differed.



leads to neighborhood decline/improvement [see, e.g., Green, Malpezzi & Seah, 2003; Lee,
Culhane & Wachter, 1999; Lyons and Loveridge, 1993].”

Recently, several studies have attempted to disentangle the causality problem by
estimating impacts based upon a comparison of price changes of properties within the vicinity of
new housing to price changes citywide, while controlling for idiosyncratic features of the
neighborhood (typically through census tract fixed effects). Briggs, Darden, and Aidala (1999),
for instance, use a census tract fixed effects model to examine price changes surrounding seven
scattered-site public housing developments on property values in neighborhoods in Yonkers,
New York. They find little effect on the surrounding area. Santiago, Galster, and Tatian (2001)
use a similar model to estimate the impact of the Denver Housing Authority’s scattered site
public housing program on the sales prices of surrounding single-family homes. Testing for both
changes in price levels and trends after completion, they find that proximity to dispersed public
housing units is, if anything, associated with an increase in the prices of single-family homes.

While these two studies go a long way to question the common belief that scattered-site
public housing reduces the value of surrounding properties, neither reveals anything about
possible differences in impacts across different types of programs.

Together with colleagues at New York University, | have written a series of paper
investigating the impacts of subsidized, rental housing in New York City.® While limited to a
single city, these studies offer more opportunities to compare impacts across programs in part
because of the sheer scale of the activity in New York. Between 1986 and roughly 2000, New
York City engaged in a massive effort to rebuild its housing stock, funded with a mix of city, state,
and federal dollars. Much of the effort was focused on the large stock of dilapidated housing and
vacant land that the city had acquired through tax foreclosure proceedings during the 1970s.
During this roughly 15-year period, the city utilized close to 100 different programs and built or
rehabilitated nearly 200,000 units of housing, most of it rental. (Specific program features
differed, but in general, the city gave land and/or buildings together with low-interest financing to
nonprofit or for-profit developers, who would then undertake the rehabilitation or construction and

" Green, Malpezzi and Seah (2003) estimate a repeat sales model and utilize an interesting gravity measure of
distance to LIHTC development sites. Nonetheless, they do not have access to project completion dates, which
makes it impossible to interpret their coefficients on distance as impact measures. To do so, one has to assume that
the coefficient on distance to LIHTC sites was zero before project completion.

& See Ellen, Schwartz, Voicu, and Schill (forthcoming); Ellen and Voicu (2006); Schwartz, Ellen, Voicu, and Schill
(forthcoming); and Schill, Ellen, Schwartz, and Voicu (2002). Note that the latter two papers also explore
neighborhood impacts of owner-occupied housing, but the bulk of the housing studied is rental.



ultimately own and manage the buildings.) Moreover, another 58,000 units of federally-subsidized
rental housing were also built in New York City between 1977 and 2000, through the Section 8,
Section 202, and Public Housing programs.®

The unique scale of the efforts gives us statistical power to identify impacts. And the
diversity of the city’s neighborhoods as well as its programs allows us to compare and contrast
the impacts of different programs (both federal and local) in different circumstances.

While the specifications differ across individual papers, the core model used is a hedonic
regression model with a difference-in-difference specification. Intuitively, the estimated
impacts are the difference between the change in property values in the vicinity of subsidized
housing investment before and after the investment and price changes of comparable properties
farther away, but still in the same neighborhood. We include census tract fixed effects to control
for idiosyncratic neighborhood characteristics and neighborhood*time interaction variables to
control for idiosyncratic price trends in the local neighborhood. We also include variables that
allow us to investigate the extent to which impact estimates vary with project size, housing
characteristics, and submarkets in the city.

In general, our papers find that the city-assisted programs have had significant, positive
effects, far larger than those estimated for subsidized housing in other cities. Prior to
rehabilitation or construction, these city-assisted housing sites — which were typically abandoned
properties or vacant lots that the city had taken over for tax foreclosure during the 1970s —
appear to have significantly depressed the value of neighboring properties.

Specifically, as shown in Figure 1, for the typical city-assisted project, properties located
right next to the original, abandoned properties (distance = 0) sold for almost 30 percent less than
comparable properties located further away but still in the same neighborhood. As expected, the
price discount declines with distance from the site. Nonetheless, as the figure also shows, prices
remained significantly lower 1,000 feet away from assisted housing sites. Specifically, the prices
of properties located 1,000 feet from assisted housing sites (distance = 1,000) were almost 15
percent lower than the prices of comparable properties selling at the exact same time in the
surrounding neighborhood. We cannot say for sure that these blighted, city-owned sites fully

explained the lower property values in the 1,000-foot rings surrounding them, but it is likely that

9 There were also roughly 20,000 units built through the Low Income Housing Tax Credit program, but most of
these units also received city assistance through the city’s Ten Year Plan for Housing and are thus counted in the
total number of units assisted by the city (Schill, Ellen, Schwartz, and Voicu, 2002).



they were a contributor.

Figure 1
Baseline Price Differences Between Properties Located Close to City-
Assisted, Rental Housing Sites and Surrounding Neighborhood*
New York City
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* Estimates are for the "average" city-assisted rental project, defined as the (rental) project in the vicinity of the
average sale within 2,000 feet of city-assisted rental housing units. This is a project of 127 units.

A second, and perhaps more critical, result is that New York City’s investment in these
abandoned, tax-foreclosed properties appears to have yielded significant, positive benefits.
Figure 2 shows the extent to which the gap between prices of properties near assisted housing
sites and those in the surrounding neighborhood fell after completion, or in other words, how
much prices rose in the vicinity of the subsidized housing relative to other comparable properties
in the same neighborhood. Immediately after completion, prices of properties right next to city-
assisted housing sites rose by 8.9 percentage points more than the prices of properties in the
surrounding neighborhood. Moreover, these impacts grow over time, perhaps as families move
into the housing and the population rises. Five years after completion, properties next to the city-
assisted housing had appreciated 11.4 percentage points more than other comparable properties

in the neighborhood.



Impacts shrink with distance from the city-assisted housing, as one would expect, but the
figure shows significant positive effects at 1,000 feet away from subsidized housing investment
as well. Building more units appears to bring a greater benefit, though this marginal effect

declines as the number of units increases.

Figure 2
Impact of Average Project*
in New York City
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* Estimates are for the "average" city-assisted project, defined as the project in the vicinity of the average sale in a
2,000-foot ring. This is a project of 250 units, out of which 55.5% are rental-multi-family units.

Our analyses suggest that these relationships are causal, i.e., that the investments that
New York City made during the 1980s and 1990s to build new subsidized housing and rebuild
dilapidated properties as affordable housing have generated improvements in the surrounding
neighborhoods. While there are plausible alternative explanations for these price patterns, the
evidence does not support them. For example, although city officials may have wanted to pick
“winning” sites where prices were going to appreciate anyway, even in the absence of

investment, they had little latitude in their selection. By the end of our study period, virtually all



available sites in New York City had been developed. Moreover, the results are robust to various
different specifications and statistical techniques.

The magnitude of these neighborhood benefits appears to be substantial. Our analysis of
costs and benefits suggests that New York City’s housing investments delivered a tax benefit to
the city that exceeded the cost of the city’s subsidies and amounted to some 75 percent of total
public investment, which includes both state and federal dollars.™® It is worth emphasizing that
in these calculations we did not consider the benefits enjoyed by the households that actually
reside in the new subsidized housing. Adding such individual benefits would yield even more
favorable estimates.

Our research on federally-assisted rental housing in New York City yields more mixed
conclusions (see Ellen et al, 2006). We find evidence that housing produced through the Section
202 and Low Income Housing Tax Credit (LIHTC) programs generate sustained increases in
property values in the surrounding community. By contrast, Section 8 and public housing appear
to lead to reductions in property values, although these initially negative effects diminish over
time, and in the case of public housing, dissipate within three years of completion. Further,
impacts are very sensitive to scale, with larger Section 8 and public housing projects generating
more negative impacts. Interestingly, however, these marginal impacts diminish with scale, at
least in the case of public housing. In other words, while larger projects generally result in larger
initial declines, adding another unit to a 500-unit public housing development has a less negative
effect than adding another unit to a 100-unit development.

In summary, the New York City research suggests that housing created through the
Section 202 program, the LIHTC program, and New York’s many local housing programs
delivered significant neighborhood benefits. (Since many of the city programs utilized tax
credits, there is in fact considerable overlap between the latter two categories.) By contrast, the
research finds that housing built through the Section 8 and Public Housing program are

associated with reductions in property values, at least initially.

Exploring the Heterogeneity of Impacts

The discussion above makes clear that impacts differ across programs and circumsta