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Not long ago, the Twin Cities cozrM be smug abozrt its qtrality of life. Bzrt times are changing in the 
metropolitan area. 

The region is beginning to cope with problems the older, bigger cities confronted a decade or two 
ago: Growing pockets of persistent poverty. Racial tension. Fear of big-city crime. Ttrssles 
between central cities and szrburbs over responsibility for the costly problems they share. 

The pzrblic has become more concerned abozrt the trends, and recently a spate of proposals have 
been offered for how to deal with the changes. In keeping with the mtilti-fnceted nattrre of the 
problem, the proposals have focused on soltitions ranging from community-oriented policing to 
improved technical education to neighborhood revitalization. The proposals collectively represent 
a search for the "1even"gouernment and others can use to reverse the problems and set a positive 
direction for the ftiture. 

In the midst of these changes, renewed attention has been clirected to the region's hotising stock 
and the pzrblic policies that injltrence it. Citizens and policymakers have taken up the qtrestion of 
whether hotisingpolicy represents one of the levers that can help the Twin Cities region deal with 
its changing socioeconomic landscape. 

The Citizens Leagtie hopes to contribtrte to the debate by examining more closely the links behueen 
housing, poverty concentration and urban hardship. 

tJ The charge to the committee 
The Citizens League Board of Directors asked this committee to study the connection between 
housing and poverty concentration and to outline a framework for new policy directions in 
housing, if new directions are needed. Specifically, the committee was asked to respond to the 
following questions: 

1. Do current housing policies contribute to the concentration of poverty? What other factors, 
such as race discrimination, contribute to polarization? 

2. Are there additional costs to society when poverty is concentrated? (Are 100 low-income 
individuals in one community more "costly" than 10 low-income individuals in 10 
communities?) 

3. Does dispersing poverty help to ameliorate poverty? (Do low-income people find their 
chances of economic advancement improve when they live in socioeconomically mixed 
communities?) 

4. Should the metropolitan area adopt an explicit policy of reducing the spatial concentration 
of poverty, and economic and social polarization, within the region? 

5. To what extent do new housing policies represent the solution to the problem of economic 
opportunity for low-income citizens, and the problem of economic polarization? 



6. What should be the elements of a regional housing policy? 

7. Who should implement and enforce the policy? 

0 About This Report 
This report responds to the Board's questions and outlines a rationale for a metropolitan regional 
housing policy. The report is organized according to these questions, and several others we 
discovered to be important. 

We by describing some of the changes in the Twin Cities metropolitan area. 

Next, we describe the Twin Cities housing landscape and the public policies that have influenced 
and continue to influence it. Briefly, this section shows that housing and other public policies 
have been among the forces contributing to widening city-suburb disparities and concentrations 
of poverty within central cities and older suburbs. 

Also included is an overview of some of what is already known about the consequences of 
poverty concentration, both for individuals and for the urban region as a whole. Those fmdings 
suggest that the trend toward spatial disparities is a costly one, and that urban decline, once it 
occurs, tends to worsen. 

We then outline our conclusions about the problem. We believe that new regional polidies are 
indeed needed to stem the disparities, and that housing should be  included in these policies. We 
offer a new way to think about solutions, using five "design principles for better valuen that were 
first described by the Citizens League in a 1993 report. 

In our final section we present recommendations for state and federal changes in housing-related 
policies. We believe that the Legislature should designate housing in the metropolitan area as a 
system, and should create a governance mechanism to plan for how that system shwld  be 
developed. I 

This report is not itself intended to be the comprehensive housing plan that is needed. The 
report is also not intended to be a critique or endorsement of any particular housing proposal 
that has been already offered. It is intended to provide a foundation for understanding the 
important links between housing and poverty, and a framework for thinking about the Twin 
Cities housing policies. 

The problems of urban decline are already evident in the Twin Cities, and now is the time to 
take action to prevent further troubles. We urge citizens and their government to bring a 
deepened regional vision to the region's challenges. 
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0 There are signs of trouble in the *in Cities 
The Twin Cities area is relatively healthy, compared with many older cities. But there are 
signs of trouble. Poverty here is increasing faster than in the nation, and becoming more 
concentrated in certain areas. The trend is hitting people of color especially hard; minorities in 
Minneapolis and St. Paul are more likely to live in poverty than are minorities in any of the U.S.3 
largest 25 metro areas. As the area has become more suburbanized, social and economic 
disparities between cities and suburbs, on average, have widened. However, many inner-ring 
suburbs are experiencing troubles that used to be considered "inner-city" problems. 

Poverty concentration is costly to metropolitan areas and individuals, regardless of whether 
such concentrations occur in central cities or suburbs. The causal relationships between poverty 
and other problems are not always clear. But high concentrations of people in poverty are often 
associated with more crime, more school failure, and deteriorated neighborhoods. 

Metropolitan areas pay a price when the gap between central cities' and suburbs' eco- 
nomic health becomes extreme. Urban regions where the population of the central cities is 
rapidly declining also have declining or slowly growing suburbs. Regions with bigger city-suburb 
gaps in income and employment growth have slower employment gains. 

a A free market? No. 
The housing market shapes the pattern of poverty and affluence in the 'Itvin Cities. To 
be sure, the housing market itself is driven by many factors that are outside the immediate 
control of government-people's tastes in housing and demographic trends, for example. 

But the housing market is not a "free market." Federal, state and local policies strongly 
influence the market-favoring some citizens to the disadvantage of others, exacerbating the 
difficulty of providing low-cost housing, and contributing to the concentration of poverty. 

a New policies are needed 
The region should adopt explicit policies to alleviate the concentration of poverty and 
slow or reverse the economic disparities between central cities and suburbs. The Twin 
Cities can expect things to get worse in the absence of some intervention. The region must deal 
with these issues or risk the health of its social and economic future. 

These policies should address housing. Housing policies play a critical role in shaping the 
patterns of prosperity and poverty in the region, and they must be part of the solution. 

Improving the mix of housing opportunities throughout the Twin Cities can help to ease 
the problems associated with poverty concentration. For some poor individuals, residential 
location makes a difference in their economic prospects. The opportunity to live in integrated, 
middle-class neighborhoods appears to boost employment among adults and school performance 
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among children-improvements that not only benefit them in the present, but can be expected to 
yield long-term payoffs in earnings and advancement. 

While it is difficult to know for sure, it is also likely that reducing the conce~ztmtio~z of poverty- 
even if the leuel isn't significantly reduced-would ease some of the added problems that go 
along with concentration, such as physical decay of neighborhoods. 

0 A new design for fairness and value in housing 
The Citizens League believes that government shouldn't be mostly about mandates and spending. 
The purpose of government should be to design environments where citizens and institutions 
will be inclined to behave in socially beneficial ways. The League has outlined five "design 
principles" that public policy makers should use when designing policies. 

These principles suggest some new directions for housing policy: 

Use competition to align institutional self-interest with the public's interest in the 
quality and cost of services. Competition is stifled in today's housing market. To allow 
competition to work in the public interest, we should consider making housing policies, in 
part, on a regional level, so that local governments can't act like monopolists. Present 
laws against discrimination should be vigorously enforced. Policies that distort the market 
should be revised. 

Allow prices of public services to reflect true costs, including the social cost of 
individual decisions. To give individuals an economic stake in their housing choices, 
government should refrain from artificially raising and lowering the price of housing. It 
should also price public services such as transportation and sewers so that consumers of 
the service pay a proportionate share of the costs of the service. 

Target public subsidies directly to people who are financially needy. It seems both 
fair and frugal to limit across-the-board benefits and focus public spending on those who 
most need help. And when government subsidizes people, it should provide the 
subsidies directly to housing constrmers and let consumers decide for themselves where 
they wish to live. 

Meet more public responsibilities through non-governmental communities in 
which people already have relationships of mutual obligation. Families, ethnic 
associations and neighborhoods are producers and problem-solvers. And the mutual ties 
of obligation, attitudes of loyalty and commitment and habits of "other mindednessn--civic 
virtue--developed in these private communities are a form of social capital essential for 
democracy itself to survive. Housing policies should encourage the ties that enhance 
households' ability to solve their own problems, and should build a civic infrastructure for 
a regional community. 

Consider long-term economic growth to be one of the objectives of state spending. 
Policymakers must consider how the methods employed to solve the region's housing 
problems will affect the vigor of the state's economy over the long run. They should ask 
questions such as: How tightly should growth policies limit investments to  new 
infrastructure at the fringes of the region? 
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Recommendations to the Legislature and Metropolitan Council 

The State of Minnesota should designate housing in the metropolitan area as a regional 
system. The Legislature should begin by acknowledging that housing is a regional market and 
that housing policies should be regional in scope. 

The State of Minnesota should delegate to the Metropolitan Council the responsibility for 
proposing what policy objectives should be met, and how the regional housing system 
should be operated and the policies enforced. The proposal should be developed in coop- 
eration with local governments and submitted to the Legislature two years after the Legislature's 
direction. 

The goals of the regional housing policy should be to: 

increase the availability of housing opportunities affordable to low-income people 
throughout the region; 

reduce the concentration of poverty in areas where poverty now prevails; 

increase the stability of neighborhoods, particularly middle-class neighborhoods in the 
inner areas of the region; 

foster communities that integrate housing types that serve people of diverse 
household sizes, lifecycle stages and incomes; 

improve the fairness of the housing market, and reduce racial segregation throughout 
the metro area. 

Detailed recommendations about how the system should be operated were beyond the scope of 
this report. However, we envision that in the new regional system, the Metropolitan Council will 
define policy objectives, collect baseline dam, and design evaluation criteria and methods. The 
regional policy would speclfy numerical goals for the expansion of low-cost housing in areas that 
are currently undersupplied, and for the upgrading of housing in areas where low-cost housing 
predominates. Local governments would prepare plans to diversify their housing accordingly. 
The Council would review and approve the plans, and would b e  empowered to offer 
inducements and enforce penalties for noncompliance. 

When developing housing goals, the emphasis should be on the housing opportunity offered to 
low-income individuals, not simply on numbers of publicly subsidized housing units. The goals 
for low-cost/low-income housing should be set not simply for municipalities, but for com- 
munities within each larger municipality. A number of factors, such as proximity to jobs and 
transportation, influence the capability of a community to successfully integrate lower-cost or 
subsidized housing; these factors should be considered when developing a community's housing 
goals. 

The Council should consider a broad range of s t r a t e g i ~ o m e  regional, some locaLto 
accomplish the goals of the policy. The emphasis should be on redesigning policies so  that 
the structure of incentives encourages individuals and the private sector to respond appropriately. 
Public sector initiatives and funding will continue to be needed to enable those with very low 
incomes to obtain the housing they need. 
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Strategies will be needed to encounge homeowners to maintain older housing; allow obsolete 
housing to be removed quickly; promote increased low-cost housing-including integrated 
housing such as boarding and accessory apartments-in fast-growing suburban areas; promote 
alternative land use design concepts that encounge economically integrated communities; and 
facilitate links between housing and services such as transportation. 

Income and property-tax policies that penalize low-income people and subsidize sprawl 
should be revised. The State of Minnesota should phase out the preference for homestead 
property in the property-tax code, cap the amount of interest on a home mortgage that can be 
deducted from income when calculating state income tax, and direct the savings achieved from 
these measures to other forms of housing assistance that are targeted on the basis of financial 
need. The state should also lobby the federal government to reduce subsidies for home 
ownership and to increase funding for housing subsidies for poor people. 

The federal, state and local government should substantially increase their commitment 
to and aggressiveness in enforcing Fair Housing rights. The Metropolitan Council should 
also consider affirmative strategies to reduce segregation within the Twin Cities metropolitan 
area. 

IJ Urgency and caution 
The Twin Cities has already begun to experience some of the distress that goes alodg with 
poverty concentration and segregation. The problems are here. The time to take action is upon 
us. The need for urgency should b e  tempered by a n  understanding of the long-term 
consequences of housing policies. Too many of our current problems were caused by past 
solutions that failed to do so. 

Government and the private sector together must bring a clearer regional vision to challenges 
facing the Twin Cities. 
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Are the Win Cities - 
destined to suffer the 
same problems as 
Detroit, Chicago and 
other big cities? 

A. The Twin Cities area 
has reason to be con- 
cerned about its 
future. 

Pd-- 

The region is showing signs of dramatic 
change. Other U.S. cities have experienced 
similar changes ahead of us. Those areas have 
found that the changes bring with them trou- 
bles that, once taken hold, have proven diffi- 
cult to fix. 

The Twin Cities area is relatively healthy, com- 
pared with many older cities. The seven- 
county metropolitan area population grew 15 
percent during the past decade-a healthy 
pace, compared to the national avenge.l The 
area was eighth among the 25 largest metro- 
politan areas in the U.S. in employment  
growth between 1983 and  1 9 9 2 . ~  Median 
income is higher here than the state and  
national avenge. The poverty rate is lower 
than the U.S. avenge (eight percent compared 
with 13 percent) and so is unemployment.3 
Crime is also lower here, and despite wide- 
spread fears, the rate is not increasing signifi- 
cantly. 

But there are also troubling signs. 

Poverty is deepening here. Even though 
the poverty rate is below the U.S. average, 
poverty here increased faster than the national 
rate between 1980 and 1990. The category of 
poor people increasingly includes people with 
jobs. The shift from a manufacturing to a ser- 
vice economy, where jobs typically pay less, 
means that a substantial number of working 
people are living in poverty. In the metropoli- 
tan area, 57,828 people are employed but in 
poverty-32 percent of the total poverty popu- 
lation.4 

However, most troubling is that, while most 
Twin Citians' incomes improved slightly, the 
poorest of the poor-those at less t h ~ n  74 per- 
cent of the poverty level-was the  only 
income group that grew as a share of total 
population. There are now 131,257 metro 
area residents in this lowest-income c:~tegory.j 

Poverty is becoming increasingly concen- 
t ra ted i n  cer tain areas. The core area of 
Minneapolis and St. ~ a u l 6  had only 14 percent 
of the region's population in 1990, but almost 
half of its poor people (87,000 persons). And 
the share of the region's total poverty popula- 
tion living in those core areas grew between 
1980 and 1990. The population of the core 
area grew by 10,000, but the number of peo- 
ple living in poverty increased by 30,000. The 
rest of the region added 22,000 poor people 
while growing by 293,000 population.7 

Areas of  concentrated poverty are spread- 
ing. In Minneapolis and St. Paul, the areas 
that have long been poor (defined as more 
than 25 percent of people in poverty) are now 
ringed by areas that reached the threshold 
after 1990 (See Map I - Appendir C). 

These changes  h a v e  affected Twin Cities 
people of  color especially hard. Poor peo- 
ple in the Twin Cities are more likely to be 
white than minority (65 percent, compared to 
35 percentl.8 But people of color are more 
likely to be poor than are whites. While the 
poverty rate for whites in the metro area 
stayed the same at about six percent, between 
1979 a n d  1989 the  rate among African 
Americans rose from 26 to 37 percent; among 
American Indians from 30 to  41 percent; 
among Asians from 24 to 32 percent and  
among Latinos from 17 to 19 percent.9 People 
of color in Minneapolis and St. Paul are more 
likely to live in poverty than are minorities in 
any of the largest 25 metro areas in the U.S. 
The 29 percent gap between Minneapolis-St. 
Paul and suburban poverty n tes  for minorities 
is the largest among the 25 metro areas.l0 

The  Twin Cities, l ike metropolitan regions 
across t h e  U.S., has become  m o r e  subur- 
banized." Of the 303,000 people the region 
gained during the 1980s, nine out of 10 were 
residents of the developing suburbs. The two 
central cities esperienced little change, while 
the population of the older, inner-ring suburbs 
declined by about 9,000.12 



New jobs are growing faster in the suburbs, 
too. Two-thirds of the net job gron-th during 
the 1980s went to the developing suburbs. 
Minneapolis and St. Paul are holding on to a 
shrinking share of all jobs in the region (74 
percent in 1980, 64 percent in 1990). Even so, 
jobs are still ovemhelmingly concentrated in 
Minneapolis, St. Paul and the fully-developed 
suburbs. The two central cities together held 
more than a third (452,000) of the region's 
total jobs in 1990.13 

The social and economic disparities 
between cities and suburbs are widening. 
The income gap between central cities and 
suburbs grew during the 1980s. The suburbs 
experienced a 21 percent increase in avenge 
per-capita income, compared with 12 percent 
for Minneapolis and seven percent for St. Paul. 
Per-capita income in 1989 was $14,800 in 
Minneapolis and $13,700 in St. Paul, compared 
with $18,200 for the suburbs.14 

Many older suburbs are experiencing 
problems that have usually been associat- 
ed with central cities. The percentage of 
children in poverty has jumped dramatically in 
some inner suburbs. For example, the num- 
ber of children under five living in poverty in 
Richfield increased from 105 in 1980 to 262 in 
I%@, a 111 percent increase (compared to the 
metro-area average increase of 64 percenO.15 
The housing in many older suburbs is now 
reaching 30 years old, the age at which units 
begin to require substantial reinvestment.16 
And while minority populat ions have 
increased in suburban areas, tolerance of 
diversity has not always increased likewise, 
and there have been disturbing incidents of 
harassment and racial tension. 

Fear of crime is at an all-time high. Recent 
opinion surveys have shown that crime has 
become a top concern among area citizens,l7 
even though overall crime in the Twin Cities 
has not risen dramatically and is still lower 
than the national average. 

Q. Are there additional 
costs to society when 
poverty is 
concentrated? 

A. Yes. 
~ : - : ; : ~ : ~ ~ ' ; * w ~ 3 ~ > A ~ ~ ~ .  

The pattern of "poor at the core" is expensive 
to society-more expensive than an equivalent 
number of poor people who are more evenly 
distributed geographically throughout a metro- 
politan area. There are actually three related 
factors that magnify the costs of poverty: City- 
suburb disparity, concentration of poverty and 
decentralization. We will examine each. 

City-suburb disparity 

Metropolitan areas pay a price when the gap 
between cities' and suburbs' economic health 
becomes extreme. The evidence of the cost of 
disparity is mounting: 

Population growth is one commonly- 
used measure of urban health. In one 
analysis, faster metropolitan population 
growth was associated with smaller dif- 
ferences between cities and their total 
MSAs concerning the percentage of 
older housing in the total inventary, the 
percentage of blacks in the tomi popu- 
lation and local tax rates. When the 
city-suburb gaps were large, metropoli- 
tan population declined.18 

The  same study looked at si$ns of 
urban distress, and discovered that cities 
that suffered by comparison with their 
MSAs also suffered compared with 
other cities over time.l9 

A National League of Cities study found 
that metropolitan areas with smaller 
city-suburb gaps in per-capita income 
and employment growth enjoyed faster 
employment growth. Areas with bigger 
gaps tended to have slower employ- 
ment gains.20 

In general, metropolitan areas that have 
I 
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rapidly declining central cities also have 
declining or  slowly growing suburbs. 
Fast-growing central cities tend also to 
have fast-growing suburbs. Income and 
employment g r o n ~ h  are similarly corre- 
lated." 

Metropolitan areas where the 1970 dis- 
parity in "hardship conditions" was 
wide showed much smaller improve- 
ments in hardship conditions overall 
bemeen 1970 and 1980. The greater 
the disparity in city-suburb hardship as 
of 1970, the less well a metropolitan 
region did co~npared with other regions 
during the decade.22 

Concentrated poverty 

Wide gaps in the well-being of cities and sub- 
urbs d o  matter. In addition, the degree to 
which poverty is concentrated also matters 
and is costly, no matter whether such concen- 
tration occurs in a central city or suburb. 

People and neighborhoods pay a steep price 
when poverty predominates. Poverty itself 
does not catrse problems such as crime direct- 
ly, of course. Even though the causal relation- 
ships are not clear, however, it is clear that 
high concentrations of people in poverty are 
associated with other troubles. 

One obvious consequence of poverty concen- 
tration is that neighborhood economic activity 
suffers. When customers who can pay are 
scarce, retail and other services decline, busi- 
nesses close and housing deteriorates.23 

Few people want to live in poor neighbor- 
hoods, mostly because of fears of 'crime and 
violence.24 Again, it is important to stress that 
poverty does not cause crime, and that most 
poor  peop le  a r e  law-abiding citizens. 
However, economic distress seems to make 
neighborhoods more vulnerable to crime. 

The Twin Cities' crime rate continues to be 
lower than the national average. Overall 
crime has not increased much in the last five 
years, contrary to widespread perceptions and 
fears. But rates of crime (all types) are higher 
in the central cities than in the suburbs, and 
the rate of violent crime is nearly eight times 
higher in St. Paul and 10 times higher in 

Speak Up! 
St. Paul Police Department 

What happens to a neighborhood 
when poverty is concentrated there? 
Officers and civilian staff members at 
the St. Paul Police Department's 
FORCE community policing unit dis- 
cussed this and other questions at a 
Citizens League Speak Up! on housing. 

The support base for people and fami- 
lies erodes, participants said. People 
become alienated. "There is a lot of 
drug and alcohol abuse in these neigh- 
borhoods ... there is no sense of com- 
munity-." And crime tends to go where 
it's tolerated, they said. "We've become 
a nation of experts, where people lo 
to professionals to solve their pr 
lems," one participant said. But w 
makes a difference in a neighborh 
is whether its residents take cha 
themselves, according to these offic 
Organizing in block clubs and in 
mally lets people know they have con- 
trol, and lets them get to know each 
other while keeping the neighborhood 
safe and pleasant. (See Appendix B for 1 more details on this and other Speak 

Minneapolis compared with the rest of the 
region.25 

Within the central cities, crime tends to be 
concentrated in a few areas. Poverty appears 
to be one of the factors affecting where. A 
recent study of Minneapolis crime patterns 
found that crime is higher in census tracts 
where poverty is more concentrated, and that 
concentration-not just the numbers of poor 
residents-affected the crime rate. That is, in 
two tracts having the same nzr~nber of poor 



residents, the tract h:lving a greater propol?ion 
of people in poverty had a higher crime rate.26 

Poverty concentration has ill effects on chil- 
dren's education. The U.S. Department of 
Education reported that more than half the 
students in schools with the highest concentra- 
tion of poverty are low achievers, compared 
with only eight percent of students in schools 
with the least poverty. The "average" student 
in high-poverty schools did more poorly than 
Chapter 1 (low-achieving) students in low- 
poverty schools, and the achievement gap 
tends to widen into junior high school.27 

Nationally, principals in elementary schools 
with high concentrations of poverty are more 
than three times as likely to say physical con- 
flict is a problem as principals in schools with 
low poverty. Central-city students are more 
likely than suburban students to fear attack at 
school, according to the U.S. Department of 
  ducat ion.^^ 

Poverty concentration is intimately related to 
racial segregation (although it's important to 
stress that in the Twin Cites, most poor people 
are white). Douglas Massey has shown that 
racial segregation in housing is enough by 
itself to produce increasing concentration of 
poverty. Since changes in the economy affect 
blacks more than whites (black unemployment 
increases faster than white unemployment, for 
example), areas of high black concentration 
are more vulnerable to poverty during eco- 
nomic downturns than primarily white areas. 
The combination of poverty concentration and 
racial segregation has prompted growing con- 
cern about the condition and future of the 
inner-city poor. The urban sociologist William 
Julius Wilson has argued that "lack of neigh- 
borhood material resources,  the  relative 
absence of conventional role models and the 
circumscribed cultural learning produce out- 
comes, or concentration effects, that restrict 
social m0bility."~9 

The problems of the ghetto are difficult for all 
residents, white and minority. The unique 
degree of segregation adds another dimension 
to the experience of low-income people of 
color. Blacks living in poor neighborhoods 
experience "social isolation" that sustains 
poverty in three ways, according to Wilson. 
Neighborhood residents lack access to  
resources, such as job contacts, provided by 
working residents. These areas experience a 

"concentration of nonwork behavior," includ- 
ing illegal activity. And residents are geo- 
graphically isolated from jobs and  other 
normal activities. 

These problenls mean that "inner-city blacks 
reside in neighborhoods and are embedded in 
social networks and households that are less 
conducive to employnlent than are the neigh- 
borhoods, networks and households of the 
other ethnic groups."30 

The troubles in poor neighborhoods often get 
passed on to their young people. For exam- 
ple, girls are more likely to become single par- 
en ts  a n d  receive AFDC when that is the  
common behavior among parents and peers. 
The poorer the neighborhood, the less likely 
girls are to use contraceptives and the more 
likely they are  to  b e  sexually active and  
become pregnant. Youth are more likely to 
commit crimes and engage in drug use when 
those behaviors are common among peers.31 

Some have argued that the problems of urban 
ghettos have to do with the erosion of person- 
al responsibility and family obligation-that 
poverty is the result, not the cause of social 
dysfunction. The evidence is convincing that 
when poverty is concentrated, residents of the 
neighborhood experience costly effects, even 
those residents who are not themselves poor 
or dysfunctional. The evidence also suggests 
that concentrated poverty, for a variety of rea- 
sons, undermines the formation and exercise 
of mainstream values and behavior. 

Decentralization 

Decentralization-the spreading out in space 
of ou r  urban  areas-is also yostly. 
Government's policy of subsidizing Gprawl 
means that large new investments are continu- 
ally made in housing and infrastructure on the 
fringes. As demand for housing and land in 
these rapidly-growing fringes exceeds supply, 
prices are pushed up. At the same time, infra- 
structure near the core deteriorates and loses 
value. As geographer John Adams points out: 

At the city and regional scales we too 
often concern ourselves more with cur- 
rent flows than with the stocks that 
make the  long-term flows possible. 
And as we build up  the stocks, as we 
do  when we  construct a dam or a high- 
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w:ly, or  operrlte a school, we  seem 
inclined to ev:lluate them in terms of 
their present contributions to flows, 
rather than to their long-term contribu- 
tions to national, regional or city bal- 
ance sheets ... If nre build new highways 
and  other infrastructure to accommo- 
date [suburbanizationl, we may actually 
e n d  u p  worse off in balance sheet 
terms by, in effect, throwing away or 
devaluing assets at one location while 
erecting new and more expensive ones 
elsewhere.32 

An analysis of the costs of decentralization is 
beyond the scope of this report. It is worthy 
of further attention. 

**< Q'a -, * <- - ;> 

Q. What does the hous- 
ing market have to do 
with the pattern of 
poverty and affluence 
in .the Twin Cities? 

A. A great deal. 
* 

7 

Many factors affect the fortunes of individual 
metropolitan areas. Declining U.S. fertility and 
rural-to-urban migration have affected different 
cities differently, as have changes in energy 
prices, technological developments and the 
inevitable ups and downs of the economy. 
The weather is surprisingly important-most 
of the cities experiencing fast growth during 
the past decade have been cities with distinct- 
ly un-Minnesotan January climates. These 
major factors have yielded a wide variety of 
economic experiences during the past decade, 
from the struggles of old New England cities 
such as Hartford to the booming prosperity of 
San Diego.33 

Among urban regions in this country, howev- 
er, there is a remarkable similarity in the 
arrangement of better-off and worse-off areas 
within their boundaries. The poorest commu- 
nities are usually near the center. Why is this 

pattern so  c o n ~ n ~ o n ?  How does it evolve? 
Housing plays an important part in shaping 
the landscape of poverty and affluence. This 
process occurs through a combination of influ- 
ences, including culturally-based ideas about 
housing, racial attitudes, market forces and 
demography. 

We begin with an overview of how housing 
shapes urban geography, then look more 
closely at the Twin Cities experience. 

Culturally-based beliefs about housing 

People need housing for shelter for physiolog- 
ical reasons. Housing isn't just shelter, though. 
When people buy or rent a housing unit, they 
are really buying a bundle of many different 
goods : 

the structure itself, and the basic fea- 
tures of the structure, such as the floor 
plan; 
additions to the basic structure, such as 
a garage or finished basement; 
the social composition of the neighbor- 
hood; 
the physical amenities of the environ- 
ment; 
the public services provided, such as 
schools, public safety and parks-and 
the tax bill associated with those ser- 
vices and 
accessibility to jobs, shopping and other 
conveniences. 

While people needa roof over their head, they 
want housing for reasons that are socially con- 
structed and that imbue housing with complex 
meanings. These meanings aren't always 
obvious, as geographer Adams has pointed 
out. "Like sex, death and religion, housing 
has its hidden meanings.:.that concern status, 
position, power and personal identity," he 
says. "The housing units themselves are neu- 
tral, but their uses are social. Americans use 
housing to hold o n  to their wealth, to state 
who they are, to build social bridges and  
fences, to join groups and to exclude others 
from their groups.n34 

On average, Americans have historically pre- 
ferred to own their housing rather than to rent. 
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Speak Up! 
Project for Pride in Living 

Why do you live where you live? A 
group of south Minneapolis residents 
gathered to share their views at a 
Citizens League Speak Up! at Project for 
Pride in Living last fall. 

Many of the participants said they 
would find living in the suburbs horri- 
ble. "I'd die if you put me out in 
Lakeville," one person said. Another 
said "I wouldn't live any hrther south 
than 15th Street. I love the city." 

A few considered moving to the sub- 
urbs-mostly because of concerns 
about safety in their neighborhood- 
but found the rents were way too 
high. And suburban life is a hassle, 
they said. In the city, they are close to 
the bus, the schools and shopping 
centers. In the suburbs, that conve- 
nience would be missing. 

On one point there was general agree- 
ment: Nearly all participants said they 
would prefer to own a home if they 
could. "I like the idea of owning 
something I could pass on to my kids," 
one woman said. (See Appendix B for 
more on the Speak Ups!) 

The traditional ideal has been a large, newer 
single-family home.35 When their incomes 
rise, households tend to  act quickly to 
improve their housing but they don't back- 
track quickly when their incomes dip.36 
These preferences are encouraged by a long- 
standing legal bias that has favored family-type 
housing through tax codes and zoning laws, 
and has discriminated against other forms of 
housing. 

The legal bias for homeownership has usually 
been justified by the positive social benefits 
that ownership produces. Some studies have 
shown that horneownership per se translates 
into increased voluntarism and political partici- 
pation. Homeownership seems to contribute 
to neighborhood stability, since homeowners 
move less frequently than renters. ~ n d  some 
argue that homeownership stimulates edonom- 
ic growth through the direct employment cre- 
ated in related industries, and increased 
national savings and investment rates made 
possible by accumulation of wealth.37 

However. the social benefits of homeowner- 
ship aren't easy to determine because home- 
owners and renters differ in many other 
respects, such as income and lifecycle snage.38 
And the links between homeownership and 
neighborhood stability are complex an@ indi- 
rect. Nevertheless, federal housing plolicies 
are designed to encourage homeownership.39 

The instability of middle-class neighbor- 
hoods 

The fact that housing is used to express one's 
identity and social status contributes to an 
inherent instability in middle-class neighbor- 
hoods. 

High-income and wealthy people seem to pre- 
fer to live in areas where people similar to 
themselves live. Middle- and upper middle- 
class households seem to enjoy living among 
households similar to or better off than them- 
selves. Housing is a major signpost that con- 
veys information about social position, so  
upwardly-mobile middle-class households 
commonly show their economic sucqess by 
moving into better-off a res40  

This means that within middle-class neighbor- 
hoods, the newest arrivals are usually less 
well-off than the neighborhood average. The 
departing households are usually beuter off 
than the neighborhood average. 

The declining income does not go unnoticed, 
and people begin to act on their perceptions. 
Housing consumers are like consumers of 
other products. There are two types of con- 
sumers who have very different degrees of 
choice determined largely by their incomes. 
The marginal consumer is concerned mostly 
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with cost, and is likely to end up at a panicu- 
lar residential location because the price is 
right.41 The "connoisseur" has fewer womes 
about cost and is sensitive to variations in life 
style, service delivery and tases. The connois- 
seur "votes with his feet."*2 

Since the social status of the neighborhood is 
one component of the perceived quality of the 
housing bundle, those who have the means to 
d o  so  are likely to depart when that status 
slides.4 

Over time, therefore, middle-class neighbor- 
hoods decline in the relative socioeconomic 
status of their residents. At present, the social 
imperatives to leave are strong. The financial 
incentives make departure almost irresistible. 

Working-class neighborhoods and wealthy 
neighborhoods are traditionally more stable 
than middle-class areas. Wealthy people can 
usually afford what they want the first time 
they buy a home, so  they have less incentive 
to keep moving on. In less affluent, working- 
class areas, people have fewer resources to 
move. When these areas' oldest sections 
become obsolete, they seem easier to rejuve- 
nate than similar areas in the middle-class sec- 
tor; people are more able and more inclined 
to reinvest in their older homes than to buy 
new ones. 

The spatial organization of housing stock 

This tendency of people to move as their for- 
tunes improve sets in motion one of the most 
important dynamics shaping the supply of 
housing: the "vacancy chain." When a house- 
hold moves "up" because of rising income, it 
tends to move out to newer, more up-to-date 
and therefore more expensive housing on  the 
outer ring of the urban area. As waves of con- 
struction take place in urban areas, rings of 
housing of like age develop, much like rings 
on  a tree. 

The first household's move out leaves a mod- 
erately-priced, middle-aged home vacant. 
That home is acquired by another household 
with slightly less income, moving from an  
older home closer to the center of the city. 
Their older house is left vacant. The chain 
continues until the oldest, lowest-value hous- 
ing nearest the core is left vacant, is demol- 

ished or is acquired by 3 new resident of the 
area. 

Thus, in most n~etropolitan areas, the oldest 
and lowest-cost housing tends to be concen- 
trated in central cities and first-ring suburbs. 
There, too, is where most low-income people 
live because that's where  the housing is 
affordable to them. 

The Twin Cities 

There have been six cycles of homebuilding in 
the Twin Cities since 1889, including the very 
large post-World \VJ~ I1 expansion. Each cycle 
placed on the landscape a new ring of hous- 
ing, and the vacancy chain progressed. 

Now, the area is reflecting the common urban 
pattern: 

the oldest housing is concentrated 
in the central cities. Twenty percent 
of the Twin Cities' housing stock was 
built before 1939, but halfof the hous- 
ing stock of the central cities is that age 
(See Map 2 -Appendix C). 

the lowest-cost housing is concen- 
trated in the central cities. These 
areas have the lowest median home 
prices and lowest monthly rents. The 
median home price for the Twin Cities in 
1990 was $89,584, but was $80,000 o r  
less for Minneapolis, St. Paul and the 
inner-ring suburbs. The 1990 median 
rent in the central cities was $389, com- 
pared with $488 in the fully-developed 
suburbs and $518 in the developing sub- 
u r b ~ ~ ~  (See Maps 3 a n d  4 - Appezciix C). 

the poverty population is concen- 
trated most heavily in the core areas 
of Minneapolis and St. Paul. The 
poverty level for the region as a whole 
is eight percent, but in the core areas of 
the central cities, nearly 30 percent of 
the population is poor. Minneapolis 
and  St. Paul are  home t o  all of the 
region's census tracts having more than 
28 percent  poverty45 (See Map 5 - 
Appendix C). 



Market forces Racial prejudice and discrimination 

The forces of llousing supply, demand and 
price operate within a regional, rather than 
purely local market. The housing market is 
not simply characterized by the concentric 
rings of progressively newer housing, howev- 
er. Within the Twin Cities metropolitan area 
there are also smaller wedge-shaped submar- 
kets, each with distinct social, economic and 
ethnic characteristics. 

There are 14 of these housing sectors, or sub- 
markets (see ~Mnp G - Appendix C). As the 
Twin Cities has expanded outward, particular 
populations and their social class characteris- 
tics have also tended to move outward in sec- 
tors46 For example, a person moving outward 
from Franklin and Chicago Avenues has been 
more likely to move south to Richfield than to 
move northwest to Golden Valley. 

Households still tend to move within these 
submarkets today. Communities within each 
submarket are more similar to one another- 
whether in the first or fourth ring-than they 
are to communities in the same ring but differ- 
ent submarkets. 

The demand for housing within a given area 
includes both demand from those who already 
live in the area, and from others looking to 
move in. Since the average move is to better 
housing, this means that there is much more 
price pressure on scarcer housing in the upper 
price ranges than there is on the lower end of 
the housing price range. 

And demand is greatest in the outer areas of 
middle-class submarkets, because of the inher- 
ent instability described above. That means 
prices in these areas are also higher. 

In the Twin Cities, prices have been strongest 
on the outer edges of the middle- and upper 
middle-class expansion sectors of the metro 
area (See Map 7 - Appendix C). Demand has 
been muted on the edges of the working-class 
sectors, where there has been less incentive to 
abandon home neighborhoods, and less finan- 
cial wherewithal to d o  so. Demand is also 
lower in the outer edges of the wealthy sec- 
tors, where people have less desire to keep on  
the move to something better. Developers 
and builders follow the market and build 
where demand is strong. 

Racial prejudice and discrin~ination play very 
important parts in the operation of urban 
housing markets. 

An ample body of research shows the historic 
impact of race on residential choice. Much of 
the research has focused o n  African 
Americans, who  appear  to experience a 
unique level of segregation, and we highlight 
some of that work here. Discrimination 
against other racial and ethnic groups and 
people with disabilities occurs as well. 

There is clear evidence of whites' strong and 
continued aversion to living in close praximity 
to blacks. Blacks are significantly segregated 
from whites at every income and educational 
level. Even when blacks' incomes and educa- 
tional levels rise, the level of segregation they 
experience changes very The  
Brookings Institution found that once race was 
controlled for, there was no  evidence that 
upper-income groups avoided locating near 
lower-income neighborhoods.48 

Black-white segregation persists, but not 
because blacks choose to live in predominant- 
ly black c0mmunities.~9 In a 1978 national 
study, 85 percent of blacks preferred a neigh- 
borhood that was half black and half white, 
but only 36 percent of whites preferred such a 
neighborhood. And 34 percent of the whites 
preferred an all-white neighborhood, while 
only five percent of blacks preferred an all- 
black neighborhood.jo Three separate studies 
compared actual residence patterns of black 
households with what would have been  
expected given their household incomes. All 
three studies found that blacks were overrep- 
resented in a small number of communities 
that had high proportions of blacks, and were 
underrepresented in most other communi- 
ties.51 Other studies support these findings. 

Residential segregation is not a thing of the 
past. Studies done since the 1960s have found 
no significant decrease in residential segrega- 
tion nationally. A study of 1,600 separate sub- 
urbs in 44 metropolitan areas showed that 
black-white residential segregation was about 
the same in 1980 as it had been in 1970.5~ 

While migration of blacks to suburban com- 
munities has increased dramatically, most 



blacks are still concentrated in central cities, 
and even a move to the suburbs is no guaran- 
tee of an integrated neighborhood. Most sub- 
urban blacks live in "spillover" areas adjacent 
to inner-city black neighborhoods.53 

Integration, when it does occur, is usually 
unstable. What may seem to be integrated 
neighborhoods are more likely to be in transi- 
tion from predominantly white to predomi- 
nantly black, as  whites seek to  distance 
themselves from neighborhoods in which the 
minority population is greater than a certain 
tipping point, which has been estimated to be 
as low as seven percent.54 

Discriminatory practices are present at every 
point in the housing market. A 1978 study 
showed that a black family had a 50 percent 
chance of encountering discrimination when 
buying a house.55 A 1988 "secret shopper" 
audit of real estate agencies found the estimat- 
ed overall incidence of discrimination for 
homebuyers to be 59 ercent for blacks and 
56 percent for Latinos. 5! 

A spate of recent reports have shown the 
extent of race discrimination in mortgage lend- 
ing. The Federal Reserve Bank of Boston 
found that race has a big effect on the proba- 
bility of denying a loan application in that 
area, even after controlling for 38 other rele- 
vant faaors.j7 A 1993 Federal Reserve Board 
study of national dam showed similar results. 
Thirty-six percent of black applicants for con- 
ventional home mortgages and 27 percent of 
Latino applicants were denied credit, com- 
pared with 15 percent of whites. Differences 
in income did not explain the gap. The denial 
rate for whites in the lowest income category 
was the same as the denial rate for blacks in 
the highest income category. 

Clearly, racial segregation is not unique to 
Minneapolis. But attitudes about race and 
overt racial discrimination have made their 
mark on the Twin Cities residential landscape. 
Many regional areas are racially segregated.58 

Minneapolis' and St. Paul's share of minority 
populations is declining. But they remain the 
home of two-thirds of the racial minority per- 
sons in the region and more than half the 
Latinos, and most of these minority residents 
are concentrated within a few smaller cornrnu- 
nities. 

Federal housing standards define an area as 
segregated if its share of racial or ethnic 
minorities is 15 percent above or below the 
citywide percentage. In Minneapolis, 63 of 
the 130 census tracts are segregated. In St. 
Paul, 15 of 82 census tracts are segregated.59 

Blacks have moved to area suburbs at an even 
faster pace than whites. In the Twin Cities, 
the white population of the suburbs increased 
21 percent between 1980 and 1990, while the 
increases were 160 percent for African 
Americans, 120 percent for Asian-Pacific 
Islanders, 86 percent for Latinos and 74 per- 
cent for American 1ndians.60 However, subur- 
banization has not equalled integration. 
Minority residents continue to be concentrated 
in relatively few suburbs, usually contiguous 
to central-city minority neighborhoods. 

A recent Humphrey Institute study of mort- 
gage lending, similar to the national surveys 
noted above, found that mortgage discrimina- 
tion still occurs in the Twin Cities. Even after 
controlling for bad credit and other relevant 
factors, the mortgage loan rejection rate for 
non-whites is 57 percent higher than for 
whites in the Upper Midwest as a whole, and 
70 percent higher in the Twin Cities. In other 
words, a non-white applicant in the Twin 
Cities is 70 percent more likely to be denied a 
home mortgage loan than a similarly qualified 
white applicant.61 

Demographic trends 

The housing landscape is shaped by cultural 
beliefs, market forces and racial attitudes. 
Demography is a fourth important influence. 

The type of housing people want is deter- 
mined, in part, by where they are in their 
household life cycle and the size and compo- 
sition of their households. Typically, young 
adults move to apartments. Families with chil- 
dren seek larger housing. Empty nesters scale 
down to smaller units that are easier to main- 
tain. Older seniors become concerned with 
access to medical and other supportive services. 

When the composition of the population 
changes, housing demand changes too.62 
When those growing population groups have 
purchasing power, the  market tends to 
respond quickly. 



The age composition of the metropolitan area 
has changed a great de:ll in the past 30 years. 
Statewide, the median age rose from 29.2 
years to 32.5 years bemeen 1980 and 1990.63 
So~lle metro comnlunities are grayer than oth- 
ers, however. The aging of the population has 
occurred unevenly throughout the region, 
reflecting the different historical cycles of the 
Twin Cities' development.64 

Inner-ring suburbs such as Richfield and parts 
of Edina developed quickly during the post- 
World War I1 era. These were homogeneous 
communities composed mainly of young fami- 
lies raising the children that became known as 
"baby boomers." Family housing predominated. 

The population of those older suburbs has 
aged. In 1960, 49 percent of Edina's popula- 
tion was children. By 1990 that share had fall- 
en to 20 percent, and now seniors make up 
another 20 percent. Second-generation sub- 
urbs farther out are younger. They now have 
a high percentage of their populations aged 25 
to 44, including families with young children, 
but fewer seniors. Eden Prairie's population, 
for example, includes only three percent 
seniors.65 

Household composition has also changed d n -  
matically. In the seven-county metro area, the 
"traditional" family-a married couple with 
children-has shown a marked decline as a 
percentage of all households since 1960. In 
Bloomington, for example, married couples 
with children made up  76 percent of all 
households in 1960 but only 24 percent in 
1 9 9 0 . ~ ~  The majority of Twin Cities married- 
couple families now have both parents in the 
paid labor force.b7 

Among family households, an increasing share 
are single mothers with children, although the 
increases have been relatively small, from 7.7 
percent of families in 1970 to 10 percent of 
families in 1990.6~ The fastest-growing seg- 
ment of the metropolitan area population has 
been non-family households, many of whom 
are elderly women living alone.69 

As noted earlier, there have been dramatic 
changes in household income, one of the 
major determinants of effective demand for 
housing. Between 1980 and 1990, there was a 
45 percent increase in the number of metro- 
area renter households with incomes of 

$10,000 per year or less.-0 

When households match themselves up with 
housing units, patterns of housing use emerge. 
Some households feel "underhoused." They 
have less than they need or want given the 
size or composition of their family. The unit 
may be crowded or poorly equipped, or may 
lack desired outdoor yard space, parking or 
other amenities. 

Some households feel "overhoused." For 
example, an elderly couple or widowed part- 
ner may be left with a large, relatively empty 
unit, yet cannot move without giving up their 
neighborhood, friends and familiar surround- 
ings because the local area lacks a variety of 
housing options. 

Total demand for particular housing types is 
affected by these characteristics of households. 
Once the housing units are in place, however, 
they can't respond quickly to demographic 
changes. This may result in mismatches 
between what people want and what is avail- 
able in certain areas. 

While the Twin Cities metropolitan area 'does 
not suffer from a shortage of housing units, it 
does seem to have these mismatches. 

There is a mismatch between what many 
people need for shelter and what they can 
afford to pay. In 1989, there were 35,427 
fewer low-rent housing units than low-income 
renters .7* This "affordable housing gap" 
includes households who are homeless as well 
as households who are low-income dnd are 
paying more than 30 percent of their income 
for h0using.7~ 

The Wilder Foundation counted more than 
2,300 homeless people in October 1991, 600 
of which were children.73 Of the 110,064 low- 
income households who do have housing, 33 
percent are paying from 31 to 49 percent of 
their income for housing and 43 percent 
(about 48,000) of households are paying more 
than 50 percent of their income for housing74 
Nearly 60 percent of the low-income renters 
paying more than 30 percent on housing live 
in Minneapolis and St. ~ a u l . ~ j  

There is also a mismatch between the type 
of housing people want, and what is avail- 
able given what they can afford. For exam- 
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ple, there are 29,OS1 poverty-level families 
with children in the n~etropolitan area, but 
there are only 2,s-1 renr:il units that have 
three or more bedroonls and rent for $300 per 
month or less.76 

There also seems to be a mismatch 
between what is available in certain areas 
and what is desired in those areas. For 
example, there seems to be  an insufficient 
number of low- and moderate-price units in 
the outer areas of the Twin Cities, given the 
needs and wants of some households within 
those areas-such as low-income households, 
elderly people who wish to give u p  their 
houses but wish to remain in familiar areas, 
young people leaving parental homes to start 
their own households, and perhaps house- 
holds in central cities who might wish to live 
farther out if there were more lower-priced 
units in outer areas. 

Market-rate rents and home prices that are 
substantially higher than in the central cities 
are a major factor in this mismatch. And in 
many suburbs, the scarcity of subsidized hous- 
ing results in waiting lists numbering in the 
hundreds and waiting times of months o r  
years.77 

There also may be a mismatch in some areas 
between the desires of moderate- and upper- 
income households for certain housing ameni- 
ties and what is available in some areas. For 
example, the small post-war family homes 
common in parts of south Minneapolis and 
Richfield may not suit the tastes and lifestyles 
of dual-income "baby boomer" households. 

Changing demographics will continue to affect 
the housing market. Based on population esti- 
mates by age groups, the Metropolitan Council 
forecasts that by the year 2015, the area will 
see: 

somewhat lower demand for first-time 
rental housing; 

lower demand for first-time ownership 
housing; 

high demand for move-up housing or 
upgrading existing homes; 

Speak Up! 
Mimetonka Community Center 

Why do you live where you live? The 
conversation at a Citizens League 
Speak Up! hosted by the West 
Hennepin Human Services Planning 
Board was a reminder that, when it 
comes to housing, tastes vary. 

"You'd have to pay me to live in the 
city," one participant said. He and 
others said that they are scared of the 
increase in violence and concerned 
about the schools in the central 
Housing in the suburbs is more expe 
sive, but people are willing to cut co 
somewhere else in their budg 
order to stay out of the city, they 

Participants spoke about attitudes a 
values in their communities. 0 
woman used to live in n o  
Minneapolis. Kids in the neighb 
hood thought they were stuck th 
and could see no hope, she said. 
her suburban home, "we're in su 
dized housing but the attitudes are 
ferent ... I wanted my children to s 
that there was hope." 

Unfortunately, community attitudes 
sometimes work against low-income 
people, even in the suburbs, the group 
said. They sometimes encounter the 
assumption that, as one person said, 
"if you are on AFDC you are trash." 
(See Appendix B for more comments 
from the Speak Ups!) 

growing demand for housing and ser- 
vice combinations, particularly for 
seniors.78 



land-use and local sen-ices policies together Q. DO housing policies comprise a de fncto "housin~ policyv thit has 
contributed to the growing pockets of poverty. contribute to the We'll look at some of the coinponents of this 

concentration of 
poverty? 

defncto policy in turn. 

The bias toward homeownership 

A. Yes. Perhaps the most pervasive feature of current 
policies is the bias ton-3rd homeownership. 

s$&y$3,, * . . : ~ ~ & ~ ~ ; . ~ J ~ ~ & ~ ~ . ~ ; . ~ : : ~ * ~ ; ~ ; , ; : ~ < . ~ ~ ~ , ; ~ ~ : ~ ~ ~ ; y ? ; p ~ y ~ ~ ; ~ ~ : ~ x ~ ~ ~ ~ g ~ ~ q  The bias is reflected in income- and property- 
tax policies, as well as a host of other state Many factors relating to housing, but outside and local policies. the immediate control of government, affect 

where poverty is concentrated. But govern- . 
ment itself has played an important role in kcomemtax benefits determining what our housing looks like and ' 

how it works. Though perhaps not intention- What people want in housing and what hey ally, these policies have been a son of 'social get two different things. What hey get is engineeringn that has exacerbated the concen- by how much hey have to spend, tration of poverty in the inner portions of the and by what they knon, about the housing metropolitan area. opportunities available to them. 

This effect can't be blamed on a single hous- 
ing policy. Indeed, there is no unified "hous- 
ing policy," per se, at either the federal or 
state levels. Many policies affect the housing 
market. Some are explicitly designed to deal 
with housing. Others concern taxes, funding 
of infrastructure and even education, but they 
nevertheless affect housing in important ways. 

The authority for housing "policy" is similarly 
ambiguous and overlapping. Currently, 
authority for dealing with housing issues is 
scattered among all levels of government. 
There are varying degrees of cooperation and 
coordination between or within the levels of 
government. The federal government, in addi- 
tion to funding housing through the 
Department of Housing and Urban 
Development (HUD), is responsible for regu- 
lating capital markets and for the deductibility 
of interest on home mortgages. The state gov- 
ernment partially funds the Minnesota Housing 
Finance Agency, and is responsible for 
income- and property-tax relief policies. 
Counties and the Metropolitan Council have 
Housing and Redevelopment Authorities 
(HRAs) of varying degrees of aggressiveness 
and willingness to cooperate with other juris- 
dictions. Municipalities have zoning authority 
and some of them have their own HRAs. 

Thus, a complex web of tax, infrastructure, 

Ability to pay determines effective demand for 
housing-that is, what people want weighted 
by what they can afford. Effective dem nd for 
housing can be manipulated by enh 1 ncing 
households' ability to pay and by giving them 
more information about what already exists. 

Ability to pay, in turn, is governed by income 
and its predictability, prior accumulation of 
home equity and other assets and access to 
credit. It's also influenced by the cost of hous- 
ing. The cheaper housing is, the more buying 
power consumers have-witness the recent 
response to low mortgage interest rates. 

Since World War 11, public policies have 
encouraged homeownership by lowering the 
price of ownership to consumers. FHA mort- 
gage insurance, and especially tax benefits 
such as deductibility of mortgage interest and 
real estate taxes from income for tax purposes 
all effectively lower the cost of homeowner- 
ship. 

The demand for homeownership, not surpris- 
ingly, was stimulated substantially, according 
to the U.S. Congressional Budget Office 
(CBO). In a 1981 report. the CBO noted: 

"One study suggests that as much as 
one-third of the owner-occupied hous- 
ing in the U.S. as of 1976-77 would 



not have been built if tax benefits had 
not lowered the after-tax cost of buy- 
ing a house to far below the cost of 
other in\-estment assets. 

Other research suggests that the frac- 
tion of homes that are owned by their 
occupants would be four to five per- 
centage points less without the mort- 
gage interest and property-tax 
deductions, and without the exclu- 
sions of net imputed rental income. 

Studies also indicate that households 
would buy less expensive houses in 
the absence of tax subsidies, and that 
housing prices might be lower." 79 

The income-tax benefits do not involve restric- 
tions on the location of residence, and are 
entitlements.80 However, because the mort- 
gage interest subsidy is available only to  
homeowners who itemize their deductions, it 
does not benefit all homeowners equally.8' 
Two-thirds of all households nationally were 
homeowners in 1980, but only 28 percent of 
tax returns filed in 1981 claimed homeowner 
deductions. Most of the discrepancy is attrib- 
uted to the fact that lower-income owners 
don't itemize, either because they own the 
house free and clear or because their incomes 
are below the level at which it is worthwhile 
to itemize. In 1980, about the same propor- 
tion of homeowners had incomes below 
$10,000 as had incomes between $10,000 and 
$20,000, but the higher-income homeowners 
received greater benefits from their deduc- 
tions.82 

State property-tax policies 

Minnesota's property-tax system heavily favors 
homestead property and penalizes rental prop- 
erty. The state's classification system assigns a 
higher "tax capacity" to multifamily rental 
property. Apartment buildings, on average, 
are taxed at three to three-and-a-half times the 
rate of single-family homestead property. 

The Minnesota Department of Revenue has 
compared the tax burdens on various types of 
property under the current system, with the 
tax burden that would occur if all property 
were taxed at the same rate. The saving that 
Minnesota's residential homestead property 
enjoyed in 1993 as a result of preferential clas- 

sification was projected to be $636.1 million. 
That is the equivalent of a subsidy to home- 
owners. Rental property owners, by contrast, 
paid $167.9 million more than they would 
have under a straight market-valuation system. 
That is the equivalent of a penalty paid by 
rental property owners.83 

As a result of this system, Minnesota's property 
taxes on apartments consistently rank among 
the highest in the nation. In the long run, 
rents increase as property taxes increase, so 
tenants bear the burden of higher property 
taxes even though they are poorer, on aver- 
age, than h0meowners.8~ In the short run, 
market forces determine how much rent a 
property owner can charge. That means that 
as taxes eat into operating revenue, owners 
may respond in the short term by putting off 
repairs, and investors by choosing more prof- 
itable investments. The predictable result is a 
decline in the quantity and quality of rental 
housing.85 

Minnesota's disproportionate rental tax burden 
has magnified the difficulty of providing mar- 
ket-rate rental housing at rents that are afford- 
able to low-income people.86 The supply of 
housing u,nits renting for $250 per month or 
less (constant dollars) declined two percent 
between 1980 and 1990.~7 

The state does ease tax rates for certain types 
of rental housing serving low-income tenants, 
and those tax preferences do indeed result in 
lower rents. However, even though the 
demand for low-cost housing has increased 
sharply, there has been little change in the 
share of residential property with these prefer- 
ential tax clas~ifications.~~ 

Subsidies for low-income peo- 
ple's housing 
Government has also helped to make housing 
less expensive for low-income households. 
The assistance has been of three main types: 
(1) public housing units; (2) financing and 
funding to developers to enable units to be 
offered at below-market rates and (3) direct 
assistance to renters and homebuyers. 

The level of subsidy, and the way in which 
assistance is provided to low-income people, 
has tended to concentrate subsidized tenants 
and units toward the center of metropolitan 



Speak Up! 
Minnesota Multi Housing 

Association 

What's the biggest single problem when 
it comes to providing housing for low- 
income people? Property taxes, accord- 
ing to a group of rental property owners 
and managers who attended a Citizens 
League Speak Up! on housing. 

The state's property-tax system penal- 
izes renters, they said. The single-family 
homeowner pays very little of the total 
property-tax bill. But property taxes 
account for 23 cents out of every dollar 
of the participants1 rental operating rev- 
enues. The tax burden is causing prop- 
erty values to decline, and "that's why 
people are walking away from their 
properties and letting them go back to 
the banks," said one participant. 

The tenant every owner wants is one 
who pays what is owed, respects the 
property and respects the other resi- 
dents. "How do we create a model for 
the $400-a-month unit for the good ten- 
ant?" one participant asked. 

Their solution: Start by furing the prop- 
erty-tax system, then give people  
vouchers and let them live where they 
want. Concentration of poverty causes 
problems, the group agreed. "[Low- 
income people] don't want to live that 
way ... We shouldn't concentrate all low- 
income people in one place." And pay 
attention to how the properties are 
managed. "The key to a rental property 
that works is good site management," 
they said. (See Appendix B for more 
details.) 

areas. In contrast to homeowners who receive 
their subsidy automatically by simply sending 
in their tax forms, individuals seeking public 
housing and Section 8 subsidies must apply, 
qualify on the basis of financial need and usu- 
ally wait. The programs are not entitlements, 
and many people whose incomes qualiQ for 
assistance do not actually receive it. And a 
number of factors limit recipients' choices 
about where to live. 

Most public housing units, as a matter of poli- 
cy choice, have been concentrated in certain 
neighborhoods of central cities and older, 
inner-ring suburbs. When city officials were 
considering where to locate public housing in 
Minneapolis in the 1950s1 the Minneapolis 
Housing and Redevelopment Authority initially 
concluded that the community's best interests 
would be served by integrating low-income 
households throughout the city. However, pri- 
marily white neighborhoods objected and vir- 
tually all of the new public housing units were 
located in primarily black neighborhoods on 
the city's near north side.89 Early siting deci- 
sions such as these Minneapolis cases solidi- 
fied the central cities' role as the pbimary 
suppliers of low-cost housing. I 

Minneapolis and St. Paul's share of the area's 
45,549 federally-subsidized rental housing units 
declined from 90 percent in 1971 to 63 percent 
in 1980, and to 60 percent in 1992. Still, the 
largest share of subsidized rental housing in the 
Twin Cities is located in the central cities 
(26,237 units). The city-suburb ratio of subsi- 
dized housing is 60/40, while the central 
city/suburb population ratio is about 30170.90 
The fully-developed (inner-ring) suburbs had 
17.2 percent of all subsidized housing units in 
the Twin Cities; the developing area (fast-grow- 
ing outer suburbs) had 20.4 percent.91 

The largest program of direct housing assis- 
tance to renters is the federal Section 8 pro- 
gram, which will provide $116 million in 
assistance in the Twin Cities in the current f ~ -  
cal year.g2 The goal of the program is to 
ensure that households not pay more than 30 
percent of their income for decent housing. 

Section 8 vouchers and certificates may be used 
anywhere in the metropolitan area. However, 
in practice the bulk of metro-area Section 8 
subsidies are used in the central cities and older 
suburbs (see Map 8 - Appendix C). 
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Several factors, including market forces and 
the effects of policies, contribute to this ten- 
dency. First, the supply of rental housing in 
the Twin Cities+specially units with three or 
more bedrooms-is concentrated in the inner 
communities. Second, the "fair market rent" 
on which the subsidy is deterinined is set at 
the 45th percentile of rental rates in the total 
nletropolitan statistical area. Even with a 
Section 8 subsidy, units in areas with higher 
than avenge rents are often not affordable, so 
recipients still tend to be concentrated in areas 
with below-average rents, typically the central 
cities and inner suburbs. Third, the program 
is voluntary for landlords and requires that the 
housing unit be certified to accept such subsi- 
dies. In areas where vacancy rates are low 
and demand for rental units high, there are 
few incentives for landlords to accept Section 
8 tenants in favor of higher-paying, non-subsi- 
dized tenants. Finally, proximity to social ser- 
vices and public transportation is an important 
concern for low-income households. But 
other policies have permitted and encouraged 
suburban land-use patterns that virtually 
require people to own cars.93 

A related factor is that Minnesota law requires 
that any low-cost housing that is removed be 
replaced one-for-one in the same 
municipality.9* The law was intended to 
ensure that the supply of low-cost housing not 
b e  depleted by "gentrificationn efforts. 
However, the law thwarts efforts to upgradg 
and diversify the housing stock in older, dete- 
riorated areas, especially in the central cities, 
and helps to perpetuate the concentration of 
low-cost housing in those areas. 

Policies of segregation 
Public policies have reflected and often con- 
tributed to whites' preference for segregated 
housing. Local governments historically 
responded to the great migration of blacks 
from the rural south to industrial cities by 
implementing racially restrictive zoning prac- 
tices. In 1917, restrictive zoning was declared 
unconstitutional, but other race-based restric- 
tions continued for many years thereafter and 
the impact of the earl; policies can still be 
felt.95 

One of the most tangible examples of govern- 
ment's influence on housing segregation was 

the Federr11 Housing Adnlinistration (FHA) 
mortgage insurance program in its early years. 
The federal government, once it decided to be 
in the mortgage insurance business in 1934, 
wanted seine control over the risks i t  
assumed. The racial composition of neighbor- 
hoods was presumed to be an indicator of 
loan risk. Underwriting guidelines contained 
very explicit language-shocking by today's 
standards-that clearly advocated racial exclu- 
sion. Consider these excerpts from the 1938 
Underwriting Manual: 

If a neighborhood is to retain stability, it 
is necessary that properties shall contin- 
ue to be occupied by the same social 
and racial classes. A change in social or 
racial occupancy generally contributes to 
instability and a decline in values. 

The borrower who acquires property for 
occupancy in a location inhabited by a 
class or race of people that may impair 
his interest in the property-and thereby 
affect his motivation-should be ascribed 
a lower rating in this feature to reflect 
the diminishing importance of the prop- 
erty to the borrower. 

Recommended restrictions should 
include ...p rohibition of the occupancy of 
properties except by the race for which 
they are intended.% 

The consequence of the underwriting guide- 
lines was that virtually no FHA loans were 
made in racially mixed neighborhoods of 
inner cities. The Supreme Court disallowed 
deed restrictions in 1948. But other-slightly 
less explicit-guidelines continued the practice 
of making FHA loans only in white, middle- 
class suburbs until President Kennedy's execu- 
tive order prohibited the practices in 1962.97 
The effect of the policies was to spur the 
growth of predominantly white suburbs and 
exacerbate the segregation of minorities in the 
central cities. 

The FHA's racial restrictions have long since 
been eliminated. But the early patterns the 
policies laid down, along with the continuing 
tendency of whites to avoid areas identified as 
primarily black, means the impact of the FHA 
policies, like the earlier zoning practices, is 
still evident.98 
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Policies encouraging urban sprawl 
Subsidies for highway travel 

A variety of other policies that on  their face 
have little to do with housing have nonethe- 
less affected housing developnlenr by making 
suburban living less expensive than it other- 
wise would be. For example, since the 1916 
Highway Act, federal transportation policy has 
been heavily oriented to highway develop- 
ment and the goal has been to accommodate 
steadily increasing traffic.99 American high- 
ways, along with other elements of the trans- 
portation infrastructure, are subsidized, and 
the way the subsidies are provided encourages 
development of highway infrastructure.100 
When the cost of commuting to suburbs is 
kept low, the price to consume new suburban 
housing is also kept relatively low and the 
demand for such housing high. 

Land use and the suburban community 

As the suburbs expanded in the boom of the 
1950s and 1960s, a distinctively suburban ideal 
of land use evolved as well, one  oriented 
toward residential property and based on  the 
assumption of private automobile ownership. 

Older city neighborhoods had been character- 
ized by diversity of residents (in age as well as 
ethnicity), an emphasis on pedestrian traffic, 
and integration of residences with commercial 
activity. The zoning laws that began evolving 
in the early 1900s, and which were increasing- 
ly reflected in the growing suburbs, were 
geared toward "protecting the family-oriented 
residential neighborhood from uses that threat- 
ened the quality and attractiveness of neigh- 
borhood surroundings," according to  
geographer ~darns.lOl The location that has 
received the most favored treatment in munici- 
pal policies has been the higher-class areas of 
single-family detached housing. lo2 

While that ideal of land use may protect cer- 
tain kinds of property, it profoundly changed 
the character of communities and has led to a 
host of problems: 

The idea [of a city as a collection of vil- 
lages] has been discarded, and replaced 
with the modernist model of the city as 
machine. While the village blends hous- 

es with shops, the old with the young, 
and the rich with the poor, the notion of 
the city as machine, which is now rigidly 
enforced in the United States through 
impenetrable layers of zoning codes, 
relentlessly and single-mindedly sepa- 
rates the old from the young, the rich 
from the poor, apartments from town 
houses, houses from shops, and factaries 
from offices, until the city is so sprawled 
out that such simple, everyday tasks as 
getting a haircut, browsing for a navel, 
and picking up a half-gallon of milk 
require three separate  automobile 
trips.103 

Older city neighborhoods permitted a mix of 
poor and well-to-do, in part because land-use 
traditions allowed for a range of lower cost 
housing: The small apartment over the butch- 
er shop, the boarding house, the rented room 
in a family house, the smaller houses and 
apartments interspersed with larger and more 
opulent homes. In such communities, lower- 
income people had access--on foot, often--to 
stores, services and churches. And such living 
arrangements  encouraged,  o r  perhaps 
demanded, that people form ties with their 
neighbors. 

In the Twin Cities today, suburban life 
requires extensive automobile travel, discour- 
ages frequent interaction among neighbors, 
and  reinforces class differences-in part, 
because of municipal policies regarding the 
arrangement of housing. 

The role of local governments 
Financing of local services 

Local governments must pay for public ser- 
vices with local revenues, primarily property- 
tax revenues. They face clear fiscal incentives 
to discourage development that results in net 
cost, and encourage develo ment that results 
in net wxlrevenue gain.lOf School finance 
policies that require local communities to bear 
a significant share of the school finance bill, 
for example, motivate communities to regulate 
housing construction so as to keep taxes per 
housing unit high and school expenditures per 
unit low. 

Municipal funding of service also affects the 



choices individuals make, contributing to the 
self-reinforcing cycle of urban decline. When 
poverty becomes concentrated in certain juris- 
dictions, their service burden and property 
taxes are disproportionately high. People take 
the higher tax burden into account when 
choosing a home. The financial incentive they 
face encourages them to avoid high-cost areas. 
When those who can afford to do so choose 
to move to lower-tax areas, poverty becomes 
more concentrated and the problems worsen 
still.lO5 

Municipal development policies 

Municipalities have nearly complete control 
over their land use, zoning and other develop- 
ment policies. Courts have generally upheld 
the right of local governments to exert control 
over land use and development.106 

Municipalities face powerful incentives to use 
these policies to restrict development. A 
recent national HUD study found that commu- 
nities do, in fact, put barriers in the way of 
low-cost housing-barriers that add 20 to 35 
percent to the cost of housing.lo7 Of course, 
building and zoning regulations serve impor- 
tant public purposes (such as safety), but 
when used over-zealously they can inflate the 
cost of housing and effectively exclude low- 
and moderate-income residents from some 
communities. 

HUD's findings were recently echoed in a 
comprehensive report on Twin Cities area 
municipal policies by the Minnesota 
Association of ~ealtors.lo8 

Excess regulatory cost is not the only, or even 
the largest, cause of affordability problems, 
but it does play a significant role, the MAR 
said. The cost of housing is inflated by a 
number of policies: 

Zoning has traditionally been used to 
separate incompatible land uses. 
However, it can also exclude affordable 
housing by inflating land costs, primari- 
ly accomplished by requiring excessive 
lot sizes. Local codes also limit the 
quantity of affordable housing by tightly 
restricting rental housing and by pro- 
hibiting manufactured and accessory 
housing ("granny flats"). 

Subdivision regulations specify what 
public improvements will be the 
responsibility of developers, mther than 
the municipality. "Gold-plated" subdivi- 
sion ordinances-implemented to 
improve the le\.el of amenities and 
ensure high-quality infrastructure-may 
lead to excess cost. 

Building codes beyond those needed 
to ensure the health and safety of resi- 
dents, and decrease long-term mainte- 
nance costs, also serve as barriers to 
housing affordability. 

Fees a n d  exactions are appropriately 
imposed by local governments in order 
to recoup their costs for new develop- 
ment. But such fees are unfair if they 
require new residents to pay the whole 
cost of improvements that benefit the 
entire community, including current res- 
idents. 

Environmental consemation regula- 
tions fulfill an important public goal. 
Unfortunately, these regulations are 
often contradictory or used by oppo- 
nents to block new development. 

Growth controls-entirely appropriate 
to manage regional growth-are unac- 
ceptable when used by municipalities to 
prevent growth within their borders.1°9 

By requiring large minimum lot sizes, commu- 
nities not only impose the higher land cost of 
a larger lot, but also the greater special assess- 
ment costs (for sewer, street, curb and gutter) 
that go with the larger lot. The MAR noted 
that special assessment costs on a 15,000 
square-foot lot-required by some metro area 
communities-range from $3,000 to $8,500 
higher than on a 10,800 square-foot lot, the 
metro-area average minimum requirement.l1° 

Suburbs are not alone in using such policies to 
thwart unwanted development. Central cities 
inhibit construction and rehabilitation of low- 
cost housing by gearing building codes to new 
construction rather than to the rehabilitation of 
existing buildings. These codes often insist on 
using state-of-the-art materials and methods 
that are inconsistent with those originally 
used.lll 



Political boundaries and social differences 

This melange of state and local policies makes 
municipal boundaries estremely important in 
conveying information to housing consumers. 
City boundaries matter. To see why, a quick 
review of some simple principles of statistics is 
helpful. 

Statistical averages are just that-averages. 
Given any set of observations of any event, 
very few obsenfations will actually be identical 
to their average as a group. For example, 
while the average score on a math exam might 
be 80 out of a possible 100, it would be quite 
possible for only one person to actually score 
an 80 and for the other scores to be clumped 
equally on the extremes of a range between 
60 and 100. The smaller the set of observa- 
tions (people in the class, in this example), the 
less likely any one observation (test score) will 
be "average." 

Similarly, the demographic profile of any polit- 
ical jurisdiction will differ from the metropoli- 
tan average with some finite probability. The 
smaller the geographic size of the jurisdiction, 
the less likely it will be average. 

The housing "bundle," as we have said, 
includes many tangible features, such as the 
property-tax bill. It also includes things like 
social status and perceptions of neighborliness 
that are complex and difficult to describe. To 
the extent that these various features differ by 
municipality-as property taxes, schools and 
amenities determined by zoning do-the 
boundaries provide a shortcut to identifying 
differences. 

Sociologist Gregory Weiher argues that once a 
jurisdiction becomes different, "population, 
culture, demography and life style begin to 
interact with geography, the jurisdiction 
acquires an identity as a place, and the infor- 
mation that is structured and conveyed by 
political boundaries tends to perpetuate that 
identity."l12 Within the Twin Cities area, for 
example, Saint Paul, Brooklyn Center and 
Orono may be political jurisdictions but they 
also carry clearly different social identities that 
citizens notice and act upon. Thus, Weiher 
concludes: 

demography, and human cognition 
which tends to result in segregation by 
race and class. The existence of a 
boundary, particularly one which is 
unambiguous and authoritatively estab- 
lished, distinguishes one place from 
another. In turn, such places can be 
cognitively differentiated by persons 
seeking suitable locations in metropoli- 
tan areas. Because suitability is often 
defined in terms of the racial and class 
identity of the people that live in partic- 
ular places, political boundaries can 
become socioeconomic boundaries 
also. That is, political boundaries can 
become social fractures.l l3 

In short, simply by drawing boundaries, gov- 
ernment affects housing. And it is municipal 
boundaries, rather than neighborhoods, that 
are becoming increasingly important. Since 
the Brozun v .  Board of Education school 
desegregation ruling, a greater share of the dif- 
ference in communities' racial make-up is 
accounted for by municipal boundaries; before 
desegregation, it was neighborhood bound- 
aries."* Among metropolitan statistical areas, 
segregation by race, education, income and 
age increases as the number of municipal gov- 
ernments in the area increases.llj 

Conclusion 
While by no means the only factor, govern- 
ment policy plays a powerful role in deoermin- 
ing who lives where. When it comes to the 
arrangement of poverty and affluence, it's not 
just the market and individual preferences. It's 
our policies, too. 

[Thel bounding of political space per- 
mits an  interaction of geography, 



Q. Is urban decline irre- 
versible? 

A. Not irreversible-but 
under some condi- 
tions there can be a 
snowball effect. 

Recall that population loss and employment 
loss are the two typical measures of urban 
decline. "Decline" in a central city is not nec- 
essarily a bad thing. If the city was over- 
crowded to begin with, a moderate decline in 
population would be an improvement. And if 
outmigration occurs  as  a result of rising 
incomes, it might bring problematic effects but 
the underlying cause would not usually be 
viewed as a problem! 

However, when certain conditions exist, popu- 
lation and employment losses can overshoot 
what would be  considered desirable. The 
Brookings Institution identified several factors 
that appear to be self-reinforcing; creating a 
snowball effect that makes further population 
losses difficult to stem. 

The self-reinforcing elements include; 

decline in "critical mass" activities, such 
as mass transit, restaurants and cultural 
outlets that depend on a sufficient pop- 
ulation base in order to survive; 

wide differences in the tax rates of cen- 
tral cities and suburbs; 

existence of a "ghetto culturen in the 
poorest areas; 

erosion of the political power of cities 
and 

differential  migration by  race a n d  
income.fl6 

For example: Another of the self-reinforcing 
conditions is physical blight.117 Low-income 
residents often have difficulty continuing to 
invest in their homes. Neglect of mainte- 
nance, abuse or abandonment of the struc- 
tures may result. Older housing in portions of 
the central cities and some suburbs is especial- 
ly vulnerable to such deterioration. All of 
these conditions further contribute to reduced 
confidence by neighborhood residents, the 
cycle of rapid turnover of housing from mid- 
dle- to lower-income occupants, and conver- 
sion of single-family homes into rental units 
run by absentee landlords. 

Regional data show that the rates of housing 
abandonment and rental conversion have not 
increased significantly in the Twin ~ities.118 
And it is difficult to know whether the physi- 
cal condition of the inner areas of the Twin 
Cities has affected migration. However, the 
combination of aging housing stock and  
increased concentration of poverty in certain 
areas of the central cities and older suburbs 
does not bode well. 

Regardless of whether central city decline 
starts for "good" or "bad" reasons, it can bring 
other problems, such as physical decay, that 
may be viewed as reasons to leave. These 
problems may persist even if the original 
cause for decline is remedied. The good 
news, however, is that neighborhood revital- 
ization and the positive expectations often 
generated a re  a l so  self-reinforcing 
phenomena. ll9 

Urban areas such as the Twin Cities metropoli- 
tan area would d o  well to ask whether such 
conditions are beginning to develop. 



Q. Does dispersing 
poverty help to ame- 
liorate poverty? 

A. Reducing poverty 
concentration proba- 
bly helps, over the 
long run. 

Once areas of concentrated poverty have 
developed, can the problems be reversed? 
There are really three questions involved here. 
First, does  reducing the concentration of 
poverty lessen the negative impacts of poverty 
on the community? Second, does relocating to 
better-off areas help the long-term economic 
prospects of current residents of low-income 
areas? And third, do such moves actually lift 
people out of poverty right away? 

Does reducing the concentration of pover- 
ty lessen its negative impacts on society? 

There are relatively few opportunities to make 
before-and-after comparisons of a city which 
take all the possible related variables into 
account. The answers can be inferred from 
what is known, and has been described in 
previous sections of this report: That metro- 
politan areas in which city-suburb disparities 
are smaller, and in which poverty is less con- 
centrated, d o  better economically, and that 
neighborhoods in which poverty is less preva- 
lent have fewer of certain kinds of problems. 

The evidence that is available suggests that 
dispersing poverty would have the reverse 
effect on  metropolitan areas. It's likely that 
reducing the concentration of poverty-even if 
the level isn't significantly reduced-would 
ease some of the added problems that go  
along with concentration, such as crime and 
physical decay of neighborhoods. 

Do poor individuals' prospects improve 
when they relocate to less-poor areas? 

Some people believe that government should 
intervene to provide new opport~~nities for low- 
income families to move to more affluent com- 
munities as a strategy to reduce their isolation 
and  improve their social and economic 
prospects. Such programs are rare. 

The  Gautreaux program of Chicago is a 
notable exception. In response to a lawsuit 
charging that the Chicago Housing Authority 
prevented low-income minorities from living 
in integrated neighborhoods, the Gautreaux 
program (named for the lead plaintiff) began 
in 1976 and helped low-income residents to 
move anywhere in the six-county Chicago 
area. To date, the program has placed nearly 
4,000 families in over 100 municipalities in the 
Chicago metropolitan area. 

The program has offered a unique opportunity 
to observe how residential segregation affects 
the experiences of low-income people. A 
series of research studies has tracked the partic- 
ipating families to discover how the experi- 
ences of those who moved to the suburbs 
("suburban movers") differed from those who 
relocated to other city neighborhoods ("city 
movers"). The families relocated under the 
program can be considered a random sample 
since, while participation was voluntary, partici- 
pants' preferences had little effect on whether 
they ultimately located in a city or suburban 
neighborhood. These findings can provide 
much richer insights than many poverty studies 
that must rely on aggregate information about 
census tracts. 

The results support the assertion that location 
alone may make a difference. 
The Gautreaux adults who moved to' the sub- 
urbs (even those who had no work experi- 
ence) were more likely than the city movers to 
be employed after their move. 

The suburban movers encountered more racial 
discrimination and harassment than the city 
movers did at first. The discrimination abated 
over time, however, and the suburban movers 
made friends with their new neighbors about 
as often as the city movers did. 

The children of suburban movers did better in 
school, and their mothers were more satisfied 



with the schools. A surprising number of the 
children of suburban movers were diagnosed 
as ltvlrning disabled. Some parents expressed 
the belief that this reflected the (predominantly 
white) teachers' predisposition to label minority 
children as "slow." However, others said that, 
once diagnosed and provided with individual- 
ized attention, the children's achievement 
improved dramatically. One parent said: 

When we first moved here, Moses was 
in first grade but he was doing kinder- 
garten-level work. They had to hold 
him back and he had to have special 
tutors. But they eventually started 
working with him and now he's doing 
great ... I went t o  the school to find 
out-the first thing I thought was 
"black," because this was the first time I 
had had any trouble. In Chicago they 
never called me up. I went up there 
and actually saw what the first grade 
kids were doing in the suburbs and I 
knew in my heart  he  couldn't d o  
that.120 

The children who moved to the suburbs were 
much more likely to stay in school, graduate, 
g o  to  college, attend a four-year college 
and/or be  employed than their peers who 
moved to other city neighborhoods.121 

The suburban parents said their new location 
stimulated their children's motivation. Parents 
made comments such as "my daughter wouldn't 
have the drive, the challenge, the desire to 
advance that's needed to get ahead in life if 
we  hadn't moved ... In Chicago she  had n o  
interest. Here she wants to  d o  well ... The 
housing project environment brings you 
down ... makes you not care  about  t he  
future ... A lot more is expected of you out 
here. "l 22 

One way to interpret these results is that even 
severely disadvantaged people embraced typi- 
cal "middle-classw values when they lived in 
mainly middle-class areas. Children, especial- 
ly, seemed to respond to traditional sources of 
motivation-demanding teachers, successful 
peers and the possibility of success. They 
began to behave in ways that not only benefit- 
ed them in the present, but could be expected 
to yield large long-term payoffs in earnings 
and advancement. To the extent these chil- 
dren went on  to college, for example, they 

could  e s p e c t  their eventual earnings to  
improve significantly. 

Of course, the Gautreaux studies reflect the 
esperience of only one area. It is not clear 
whether such experiences would occur in 
other areas. The U.S. Dep:~rtn~ent of Housing 
and Urban Development is planning to launch 
similar demonstration projects across the U.S. 
to explore that question. 

The Gautreaux story offers hope that reloca- 
tion can lead to improvements in families' and 
childrens' economic circumstances, at least in 
the long run. 

Do poor individuals who relocate rise out 
of poverty? 

Probably not immediately. Location does 
make a difference. Over the long run, the dif- 
ference may be significant, as the experience 
of the Gautreaux children suggests. 

For any individual household, relocation 
alone probably won't solve its immediate eco- 
nomic problems. Among the Gauueaux par- 
ents, for example, the suburban movers were 
more likely to get jobs than their city peers. 
The  suburban households' wages were no  
higher, though, and all the participants contin- 
ued to need Section 8 subsidies to pay for 
their housing. 

Many factors affect a person's ability to land a 
job, including his or her level of education, 
specific skills and general degree of work 
readiness. Beyond the immediate control of 
prospective employees are such factors as race 
and gender discrimination and the state of the 
economy. Once employed, people may still 
b e  unable to afford much housing, if their 
hourly wages are low or their benefits are lim- 
ited. 

Suburban life poses many challenges for low- 
income households. Public transportation is 
scarce and inconvenient. Supportive services 
such as child care and medical care may be 
hard to find or  get to. People of color in pre- 
dominantly white communities face not only 
their own adjustment but possible racism from 
neighbors. A move to the suburbs may be 
one step toward a better future for some fami- 
lies, but many additional s teps  a r e  also 
required. 
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Q. What's the connec- 
tion between housing 
and jobs? 

There is a link, but 
housing opportunity 
isn't the only path to 
employment. 

Some have argued that when unemployed and 
underemployed poor people live in the inner 
cities, while new jobs are added in the outer 
suburbs, the distance blocks their chances of 
getting jobs. 

The "spatial mismatch" hypothesis was first 
offered by economist John Kain in the 
1960s.123 Kain argued that inner-city blacks 
were becoming isolated from employment 
opportunities as jobs continued to suburbanize 
in Chicago and Detroit. Kain's model suggest- 
ed that housing market segregation cost non- 
whites about 10 percent of the employment in 
the metropolitan area. 

Is a spatial mismatch the culprit behind inner- 
city residents' job difficulties? We have found 
that: 

the distance between certain new jobs 
and disadvantaged workers has grown; 

transportation is not meeting the needs 
of a suburbanizing work force, especial- 
ly workers who depend on transit; 

distance and many other factors hinder 
unemployed people from getting good 
jobs. 

We will look more closely at each issue. 

Suburbanization and geographic barriers 
in the 'Win Cities 

New jobs are most definitely flowing coward 
the outer reaches of the Twin Cities metropoli- 
tan area. And for low-income people who 
rely on transit, those jobs aren't easy to get to. 

Most of the Twin Cities' net job growth during 
the 1980s was in the suburbs. The region 
gained 255,000 jobs in the 1980s, and 170,000 
of them were in the developing suburbs; only 
5,000 were in lvlinneapolis and St. 
~ a u l . l ~ ~ ~ a n u f a c t u r i n ~  jobs, in particular, are 
growing faster in the developing  suburb^. The 
metropolitan area as a whole gained a modest 
3,661 manufacturing jobs between 1980 and 
1990, but the two central cities and 
Bloomington together lost 25,000 manufactur- 
ing jobs in the same period.12j 

Most Twin Citians rely on private automobiles 
to get to work. In 1990, only 5.3 percent of all 
commuters in the Minneapolis-St. Paul metro- 
politan area used public transportation.126 For 
most people who are deciding where to live, 
convenience to work is a matter of conve- 
nience to auto routes. An increasing share of 
work tnvel is between suburbs now.127 Even 
though jobs have become more spread out, 
however, auto commuters in the Minneapolis- 
St. Paul metropolitan area still took an average 
of only 21 minutes to travel to work, the sec- 
ond-lowest average travel time to work among 
the 25 largest U.S. metropolitan areas.128 

Avenges don't tell the whole story, however. 
While most travel is done in private autos, 
nearly 10 percent of households in the region 
do not own an automobile, usually because 
they can't afford to.129 The poor are dbpro- 
portionately located in the central cities of 
Minneapolis and St. Paul. People of color are 
also more likely to be transit-dependent. In 
the seven-county Twin Cities metropolitan 
area, 36.9 percent of African American and 
35.6 percent of American Indian households 
were without a vehicle, compared with 8.1 
percent of white households (recall that most 
of the region's people of color are concentrat- 
ed  in the core areas of the two central 
cities).'30 

Twin Cities transit continues to be heavily ori- 
ented toward bringing people toward down- 
town in the morning and away from 



downtown in the evening. Transit-dependent 
workers seeking suburban jobs can expect 
long and  inconvenient cornmutes.l31 
Residents of the poorest areas of the central 
city tend to have travel times that are as long 
as those of residents of the far suburbs (see lblap 
9 - Appettdix C); however, their travel times 
are most likely long not because of distance, 
but because they rely on public transportation. 

Some suburban employers report having diffi- 
culty filling entry-level positions, presumably 
because of a shortage of entry-level workers in 
their own communities. Studies on other met- 
ropolitan areas have found higher suburban 
wages for inner-city blacks, suggesting that 
residential discrimination and, hence, long 
commuting distances require employers to  
meet their labor needs by paying more for 
these workers. 132 

Critiquing the spatial mismatch hypothesis 

Since Kain's spatial mismatch theory first 
appeared, empirical studies of employment 
among urban blacks have attempted to test the 
hypothesis. A number of early studies chal- 
lenged the notion that distance between resi- 
dence and job is the main problem. Among 
those early findings: 

Joseph Mooney (looking at data from 
the same time period that Kain did) 
found that the overall unemployment 
rate affected black unemployment much 
more strongly than employees' place of 
residence did. Blacks bore the burden 
of greater unemployment, n o  matter 
where they were located.l33 

Mark Hughes found that wage discrimi- 
nation against blacks h a d  a much  
greater effect on their earnings than did 
job and residential location. "The best 
empirical evidence suggests that blacks 
have lower status because they a re  
black, and dispersal from the ghetto will 
not change this," Hughes said.134 

David Ellwood, similarly, found no evi- 
dence to support the spatial mismatch 
hypothesis. Instead, it is "race, not 
space, [that] remains the key explanato- 
ry variable," he concluded.13j 

However, more recent studies with refined 
measures of access and sopllisricated databas- 
es have found that spatial access has signifi- 
cant and substantial effects on employment 
and ~ a ~ e s . l 3 ~  For example: 

Ihlanfeldt and Sjoquist quantified the 
magnitude of the effect of spatial access 
on black and white youth employment 
rates in  Chicago, Los Angeles and  
Philadelphia. They found that 30 to 50 
percent of the black-white employment 
difference could be explained by spa- 
tial access to jobs.137 

In a second s tudy,  the same team 
examined 43 metropolitan areas and 
found the spatial access effect to be  
even larger. The spatial access effect 
was greater the larger the metropolitan 
area.138 

The researchers found in a 1989 study 
that a one standard deviation increase 
in the measure of spatial access would 
increase earnings of both black and  
white males by about $1:000.l39 

Other factors: Matching skills, jobs and 
wages in the changing economy 

While it is true that jobs are growing faster in 
the suburbs, the openings created by normal 
turnover in central-city jobs also represent 
employment opportunity. What is keeping 
central-city residents from landing these jobs- 
the jobs that are already nearby? 

Employment is growing much faster in the 
suburban areas of the Twin Cities. But the 
growth in new jobs is not the only measure of 
employment opportunity. There are still many 
jobs in the center of the region. Jobs are still 
overwhelmingly concentrated in Minneapolis, 
St. Paul and the inner suburbs. The cities of 
Minneapolis and St. Paul held more than a 
third (452,000) of the region's total jobs in 
1 9 9 0 . ~ ~ 0  

The core area, consisting of the two down- 
towns  a n d  t h e  midway area,  had  about  
374,000 jobs, more than 2.8 jobs for each of its 
133,000 households. The number of jobs was 
greater than the number of households for all 
occupational categories, and the difference 
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was greater than the number of unemployed 
and  out-of-labor-force households. This 
means that even if all the unemployed house- 
holds in the core area got jobs, and  the 
retirees and so forth were accounted for, there 
would still be more jobs than households in 
this core area.141 

Besides "spatial mismatch," another explana- 
tion that has been offered for the growing 
numbers of unemployed and working poor is 
that there is a mismatch between the skills 
required of today's workers and their level of 
preparedness. 

Good-paying jobs that require little educa- 
tion-and even jobs that require no more than 
a high school diploma-are disappearing.14* 
Jobs growing the fastest are those that pay 
well but require advanced education and man- 
agerial, professional or technical skills, and 
those in the service sector, which on average 
pay less and require fewer skills. 

The Twin Cities economy has experienced the 
shift from manufacturing to information and 
services. Two-thirds of all the region's new 
jobs in the 1980s were in the services and 
trade sectors. By 1989, about half the jobs in 
the region were in services or trade.143 

Disadvantaged people are finding a bigger gap 
between their skills and the requirements of 
the jobs that will prevail in the new global 
economy. For example, even though the edu- 
cational level of blacks improved nationally 
during the  1970s, it didn't keep  u p  with 
improvements in the white population and 
wasn't sufficient to keep up  with new job 
requirements. Thus, unfortunately, many 
blacks lack sufficient education to participate in 
the high-skill, growth sectors of the urban 
economy. 

Because of these shifts in the economy, simply 
having a job isn't enough to prevent poverty. 
Poverty-level earnings among working people 
have become a basic feature of the 100 largest 
metro areas in the U.S. In Minneapolis in 1990, 
11 percent of working residents were working 
but earning less than 125 percent of the poverty 
level-although, unexpectedly, most of this 
underemployment was due  to inconsistent 
employment rather than steady but low-paying 
work.144 Nationally, the working poor are dis- 
proportionately women and minorities.14j 

More discouraging still is the fact that upgrad- 
ing one's skills may not be enough to escape 
poverty. Among the poor who receive public 
assistance, the usual route to self-sufficiency is 
to boost earnings through employment.  
Training and education programs are the most 
frequent means for making the transition to 
employment. However, the U.S. General 
Accounting Office (GAO) said that while train- 
ing and supported work programs do increase 
earnings, the increases aren't enough to lift 
families out of poverty. "Economic indepen- 
dence from rental assistance is beyond the 
means of many housing recipients," the GAO 
concluded. 146 

These findings suggest that other factors in 
addition to proximity contribute to poor resi- 
dents' employment and income difficulties. 
There appear to be additional barriers to get- 
ting a job at all, and once employed, to earn- 
ing wages sufficient to escape poverty. 

Strategies 

There are three major strategies for bridging 
the distance gap between workers and jobs. 
Integration strategies, such as the Gautreaux 
example described earlier, attempt to break 
d o w n  barriers to  residential mobility. 
Redevelopment strategies focus on encourag- 
ing businesses and jobs to locate in the central 
cities (we will not review these strategies 
here). Mobility strategies focus on connecting 
workers to jobs through transportation, educa- 
tion and training.14' 

In the Twin Cities, the Regional Transit Board 
is adopting new approaches to serving the 
transit needs of an increasingly decentralized 
community. Its Vision for Transit strategy 
involves development of circulator rOUtdS serv- 
ing suburban areas. The circulator routes con- 
nect  with o n e  another,  and  with all-day 
express services and other routes to the cen- 
tral cities, at large transit "hubs," most located 
at large shopping centers. The hubbing strate- 
gy is an attempt to deal with the inherent diffi- 
culty of providing mass transit in areas with 
low population densities. Several circulator 
routes and hubs have already been developed 
and the full system will require five to 10 years 
for completion.14S 



Several "reverse commute" services appeared 
in metro areas throughout the U.S. during the 
1980s to link inner-city workers with suburban 
jobs. Most of them eventually failed, casual- 
ties of the economic downturn and ongoing 
financial troubles. However, with the econo- 
my perking up, such strategies are again being 
attempted. There is some agreement that as 
the employment mismatches have become 
more severe, there is a better chance that such 
programs can succeed.I49 

In the Twin Cities, one such reverse-commute 
program is run by Loring-Yicollet Bethlehem 
Community Centers (LNB) in conjunction with 
Southwest Metro Transit. Job counselors at 
LNB help potential workers  to  identify 
employment prospects. In addition, the Eden 
Prairie Chamber of Commerce and Southwest 
Metro have sponsored job fairs in which inner- 
city residents find out about jobs with Eden 
Prairie employers. Once a worker finds a job, 
Southwest Metro uses a combination of 
express buses from downtown and dial-a-ride 
circulator vans to get workers to their job loca- 
tions. LNB works with both employees and 
employers to deal with any "culture shockn or 
diversity concerns that may arise. The early 
success of the program appears to result from 
the multi-pronged strategy, and the partner- 
ship between a community agency and busi- 
ness leaders. 

Conclusion 

Geographic distance is one of the bamers to 
employment, and improving transportation 
and housing opportunities near suburban jobs 
are both pieces of a solution to unemploy- 
ment. If the goal is to increase employment 
and earnings and reduce poverty, suburban 
housing should be viewed as only a part of 
the answer. Many other important issues, such 
as race and gender discrimination in the work- 
place, education and training, and the number 
and nature of jobs and their wage rates must 
be considered also. 

Q. Are there other rea- 
sons to be concerned 
about government's 
influence on the 
housing market? 

A. Yes. 

So far, we have focused on some of the prob- 
lems-economic and social-that arise when 
poverty becomes concentrated. 

But there is another reason to be concerned 
about these policies: Many of them are unfair. 
One of the purposes of government is to miti- 
gate some of the inequities that inevitably 
arise in market economies. At the very least, 
we  should expect government not to worsen 
those inequities. But that is precisely what 
many of our current policies do. 

Redistribution and income 

Public policies related to housing tend to 
redistribute resources in favor of those who 
are already relatively well-off. 

Federal and state support for housing in the 
form of the interest and real estate tax deduc- 
tion for homeowners far outstrips the assis- 
tance provided to low-income renters and 
home buyers. 

The federal government is projected 
to top $84 billion in tax expenditures 
for homeowners in 1994 (including 
mortgage interest deductions, real 
estate tax exemptions and special treat- 
ment of home capital gains for federal 
income tax purposes).  These tax 
expenditures represented 80 percent of 
all federal spending on housing; outlays 
for housing assistance to low-income 
people were only 20 percent of the 
total. Sixty percent of all housing bene- 
fits (tax expenditures and housing out- 
lays combined) are projected to go to 



the fifth of households with incomes 
above S60,6OO. These benefits will be 
more than three times higher than the 
benefits provided to the fifth of house- 
holds whose  incomes a re  below 
$13,100 (see Figt~re 1).150 

The State of Minnesota provided 
$293.6 million in tax expenditures to 
homeowners in 1993 (including mort- 
gage interest deductions, real estate tax 
esenlptions and special treatment of 
home capital gains for state income tax 
p ~ r p o s e s ) . ~ j l  The State's appropriation 
to  the Minnesota Housing Finance 
Agency for housing assistance to low- 
income residents was $18.4 million. 

Minnesota's property-tax relief system, which 
relies heavily on classification, is highly regres- 

Figure 1. 
Share of projected 1994 federal 

public subsidies for housing 
by income quintiles 

660.601 and above 
13.100 and below 

for housing 

The inner circle shows the division of all house- 
holds into equal-sized groups, defined by the 
annual household income ranges indicated. 
The outer circle shows the proportion of hous- 
ing outlays and expenditures accounted for by 
each income group. Households with incomes 
of $60,601 and above account for only 20 per- 
cent of all households, but they receive 60 per- 
cent of all federal housing subsidies. 

Source: Cushing Dolbeare, A1 A Snail's Pace FY95: 
Charts atld Tciblcs otl rhe 1995 HUD Btidget. Low 
Incorn e Hoiisitzg Itfil-niatiot~ Service, March 1994. 
Each quintile*18,629,000 households. Subsidies 
includes tax expenditures and direct outlays. 

sive because it provides too much general 
relief to homeowners. regardless of their 
incomes, and too little to homeowners and 
renters who are actually needy. according to 
the State's own Department of Revenue. 

For taxes payable in 1990, the State reim- 
bursed local governments $609 million in 
Homestead a n d  Agricultural Credit Aid 
(HACA) to compensate them for the lost tax 
capacity arising from preferential treatment of 
homestead and farmstead property in the clas- 
sification system; the State only provided $39 
million in "circuit-breaker" refunds to individu- 
als whose incomes were low compared to 
their tax bills. It's true that more circuit-break- 
er  refunds are paid to lower-income house- 
holds, but these refunds account for only 10 
percent of all credits and aid, so their impact is 
diluted. 

This property-tax system is particularly burden- 
some to low-income renters, since more low- 
income people are renters than homeowners. 
Statewide, the median income of renters was 47 
percent of the median income for homeowners, 
and more than 43 percent of renter households 
had incomes less than half the median income 
for the county they lived in.152 Still, they pay a 
disproportionately high rate of tax. In short, 
the property-tax system. even after relief and 
aid, is a generalized entitlement supporting 
mostly the relatively well-off. I 

The different manner in which federal add state 
subsidies are provided to homeowners and to 
low-income renters reinforces and deepens the 
social divisions between them. The homeown- 
er benefit is referred to as a "tas deduction." It 
is paid in a manner that ensures privacy. It 
may be used wherever the homeowner choos- 
es. The benefit to low-income tenants is 
referred to as a "subsidy." It permits much 
more limited choice. It requires disclosure of 
large amounts of personal information, and 
often publicly identifies the beneficiary as a 
"welfare recipient." Such controls are usually 
justified by reference to the need to avoid 
abuse or long-term dependency. Homeowners 
may expect to receive their subsidies indefinite- 
ly, however. 
Thus the inequity in our housing policies is 
not just a fiscal inequity-. The methods for dis- 
tributing the subsidies reinforce income and 
class differences in ways that do  not seem to 
be justified by the policy goals. 



Redistribution and urban geography 

As mentioned earlier, our housing-related poli- 
cies tend to redistribute resources spatially 
within the metropolitan area from central cities 
to developing suburbs. Fast-growing subur- 
ban areas, whose growth is spurred by federal 
policies, appreciate in value, while central 
cities decline. Again, Adams notes that: 

Capital value shifts out of low-income 
neighborhoods and lower-income 
households end  up  with expensive 
housing-all a direct result of national 
public policy. The benefits reaped by 
the suburbs come partly at the expense 
of the neighborhoods and the house- 
holds in the inner cities.153 

Civil rights 

Public policies have failed to protect the civil 
rights of minority groups to fair housing 
access. In some cases, policies have perpetu- 
ated discrimination. We should expect gov- 
ernment to protect the rights of minority 
groups, not only to be free from individual 
acts of discrimination, but to have access to 
the full range of opportunities that housing 
represents. 

Q. Has government tried 
to affect the spatial 
arrangement of hous- 
ing? 

A. Yes-several laws 
have addressed the 
location of housing. 

The postwar policies described earlier have 
affected the arrangement of housing, some- 
times by their unintended side effects. But 
more recently, government has intervened 
explicitly to influence aspects of housing loca- 
tion. 

Home Mortgage Disclosure Act and 
Community Reinvestment Act 

The Home Mortgage Disclosure Act 
(HMDA) of 1975 requires all federal lending 
institutions to report the number, amount and 
location of their mortgage loans. The original 
purpose of the HMDA was to make sure that 
lenders weren't denying applications solely 
because of the property's location. Since 
amendments made in 1989, the Act also 
required that lenders also report the sex, race 
and income of individual applicants and 
whether the application was approved or  
denied. 

The federal Community Reinvestment Act 
(CRA) of 1977 requires lending institutions to 
define their service areas, provide information 
about their credit activity within those bound- 
aries and show how they determine the credit 
needs of their communities and respond to the 
communities' special concerns. CRA was 
designed to ensure that lenders adequately 
respond to the general credit needs of all geo- 
graphic areas in their service area and not 
"redlinen certain areas. An annual CRA report 
is filed with the  U.S. Comptroller of the 
Currency or FDIC and must be placed in a 
public file, to which public comments may be 



added. An institution's CRA performance is 
one criterion used to determine whether appli- 
cations for new facilities, mergers and so forth 
will be approved. 

Fair Housing Act 

The federal Fair Housing Act of 1968 and 
the Fair Housing Amendments Act (FHAA) 
of 1988 prohibit discrimination in housing and 
establish fair housing rights. The goal of the 
FHAA is to promote open, integrated residen- 
tial housing patterns and to prevent increases 
in segregation of minority groups. 

The Act applies to people with disabilities, 
racial, ethnic and religious minorities and fami- 
lies with children under 18 years old.  
Likewise, gender may not be used as a basis 
for limiting housing opportunities. The FHAA 
is far-reaching in its scope, encompassing 
rental procedures used by landlords, mortgage 
lending practices by financial institutions, sales 
of homes by real estate agents and zoning to 
prohibit low-cost or multi-family dwellings by 
municipalities. Local governments are not 
allowed to override the national policy of fair 
housing set forth in the Act. 

The FHAA specifically prohibits discrimination 
in selling or renting housing, providing ser- 
vices in connection with the sale or rental of 
housing, and in the terms, conditions or privi- 
leges associated with the sale  or  rental. 
(There are exceptions to the Act for religious 
institutions and property owned by private 
clubs that give preference to their own mem- 
bers. There is also an exception for senior cit- 
izen housing.) 

The FHAA can be enforced by the Department 
of Housing and Urban Development, by the 
Justice Department or  by individuals. The 
remedies may include compensatory damages, 
injunctions against further discrimination and 
punitive damages and  penalties u p  to 
$150,000. 

The prohibited practices include: 
steering minority home buyers to pur- 
chase homes in certain neighborhoods 
or sections of a housing development; 
zoning to prevent construction of o r  
denying permits to sillall group homes 

for people with disabilities in residential 
areas; 
zoning to prevent construction of any 
low-cost housing within municipal 
boundaries; 
expressing a preference for renting to 
married couples without children; 
rejecting a bona fide offer to buy a 
home based on a person's race, color, 
religion or national origin; 
rejecting Section 8 vouchers or requir- 
ing tenants  to have income in the 
amount of three times their rent; 
any seemingly neutral decision that has 
a racially discriminatory effect and per- 
petuates segregation and prevents inter- 
racial association; 
insurance "redlining" or a refusal to pro- 
vide property insurance o n  dwellings 
for discriminatory reasons; 
charging higher rents to people with 
disabilities or families with children; 
zoning that requires significant lot sizes 
o r  significant distances in spacing 
between residences; 

publishing advertisements that picture 
or indicate a preference for a particular 
race as a tenant or buyer. 

Regional housing policies: Win Cities 

The Twin Cities' Metropolitan Council has 
been a nationally-recognized model of region- 
al problem-solving on  physical infrastructure, 
including housing. 

In the early 1970s, the Council sought to ease 
the undersupply of housing affordable to low- 
income people and alleviate the concentration 
of low-income people in the core aneas of 
Minneapolis and St. Paul. The Council adopt- 
ed  its first regional housing plan in 1971, 
aimed at providing "suitablen housing for all 
residents throughout the region.lj4 buring 
the 1970s, the Council implemented the hous- 
ing plan primarily by exerting control over the 
use of federal housing funds. In the A-95 
review process, the Council gave lower priori- 
ty to requests for federal funding for popular 



projects (such as  parks) if  the requesting 
n~unicipality hadn't planned for low- and mod- 
erate-income housing. After 1974, the Council 
was also authorized by the Legislature to 
administer the Section 8 certificate program in 
the suburbs.ljj 

Other Council policies gave funding prefer- 
ence to local communities that took the initia- 
tive to lower barriers to affordable housing, 
such as by writing down the cost of land or 
allowing higher housing densities. The state- 
level Mandatory Land Planning Act required 
the Metropolitan Council to coordinate plan- 
ning o n  such services as parks. Local govern- 
ments  were  required to include housing 
policies, numerical goals and implementation 
plans. Many local communities complied with 
these requirements and took positive steps to 
improve housing affordability. 

In the early 1980s, the federal government 
shifted its philosophy, policy and resources 
related to  public housing toward a greater 
reliance on private market solutions. The A-95 
rule was removed. The Metropolitan Council, 
without this as leverage, could exercise only 
limited influence on housing devel0~ment.156 

After many years of not being in a leadership 
role, the Council focused anew on housing in 
1990. A 1991 proposal called for a regional 
policy framework for guiding the delivery of 
housing and the implementation of neighbor- 
hood plar1s.l5~ In a new proposal released in 
February 1994, the Council announced three 
demonstration projects, including o n e  t o  
expand the affordable housing stock in the 
suburbs, and said it would take the initiative 
to develop new housing strategies. 

There seems to be general agreement that the 
Metropolitan Council's efforts were effective 
when the federal funding was available to pro- 
vide leverage--even if the total impact on the 
concentration of poverty was modest. 

In general, however, it appears that federal 
and local policies have not made a big impact 
on the patterns of poverty and racial segrega- 
tion. Why not? 

One reason is lack of adequate enforcement. 
Enforcement of the Fair Housing Act has been 
woefully inadequate  in t he  Twin Cities. 
HUD's Minnesota caselo:ld of housing discrim- 

ination con~plaints rose 20 percent from 1991 
to  1992, but t he  resources allocated for 
enforcerllent declined. Likewise, enforcement 
dollars have not kept up  with increasing case- 
loads in the cities of Minneapolis and St. Paul 
and the state Department of Human ~ights.158 
The Twin Cities has no testing program to 
determine the extent of housing discrimina- 
tion. 

Another possible explanation for the policies' 
limited effectiveness is that they must operate 
within a larger system that gives individuals 
and institutions ~owerfu l  incentives to act 
counter to the policies' intent. For example, 
the Fair ~ o u s i n ~  Act prohibits local govern- 
ments from using zoning to exclude low-cost 
housing, but the pressures of local revenue 
raising push these governments to d o  just that. 

bietropolitan Council. 7he TIc.irr Cific.s.llclrv Anw irr Persprctitv. 
Novanher 1992. p. 6. 
bletropolitan G~uncil.  XI.ateritls distril>uted at June 21. 1993 m m -  
ing of Xlnropolitan Development Investn~mt F n m w o r k  (MDIF) 
Issue Croup 51. 
ivletropolitan Council, 7hr TIrpi>r Cifies,lWm AM iri Penpsr#itv, op. 
cif., p. 17. I8 and 11. 
ivletropoliun Cmncil. 
bletropolitan Council. Trotrble crt the Core: 7hc nuin Cities Under 
S f r ~ s .  Novenl l~r  18, 1991, p. 7. 
The >letropolitan Council delineated the m r e  a m  as the twa 
downtowns, the Capitol complex. the University of Minnesota a d  
midway area. 
hletropolitan Council. Trotrlde at the Core, cop. cit., p. 8. 
Metropolitan Council. In this tabulation. minority refem to clcial 
n~inorities and white includes white Lt inw.  
The Urhan Ctmlition. PnQIlus o/&rn~e: Conrmurritias #Color in 
fbe ncin Cities Amr. Aitgugt 1993. p. 11. 
'Twin Cities Core has worst p ) v m y  rate for minorities.' Star 
Trihrrte. Decenrher 13. 1993. p. IA.  
There are at least two delineations of the Twin Cities metropolitan 
arm in common U.W. The first is the wen-munty are3 (Hennepin. 
hmsey.  Carver. Scmt. Dakota. Washington and Anoka Counties) 
under the jurisdic~ion of the Lletmpliwn Council. The secmd is 
the U.S. Bureau of the Censui Maropolitan Statistical A m  (MSA). 
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in hlinnesota. and St. Croix and Pierce counties in Wisconsin. 
Unless othenvisc: ncned. this repon will u.w 'metropolitan area" to 
refer to the seven-county area covered hy the Metropolitan Council. 
Metropolitan Council. Tmrrhl~,nf fbr Core, op. cir.. p. 32. 
/bid p. 18. 
Ibrcl. p. 3. 
'Selected Dmnognphics Acconipnying the Testimony of 
Representative Hyrr~n Orfield to the G ~ m m i t u e  on h l  
Gmernment and bletn~politan Affairs.' Minnesow House  of 
Representatives. January 26, 1993 (from U.S. Cengus dam). 
Metropolitan Council, Tmtible rrt the Core, op. cif., p. 29. 
hlinnesota Center for Survey Research. University of MinnRon. 
A~l~rrma/ nri12 Cities Arm Sttnql: 1990, 1991, 1992 and 1993. 
Catherine L. Bndhury, Anthony Downs and Kenneth A. Small. 
L'Mcrri k N ~ i c  rr~itl Bc  Frrtrrre of A11rerica12 Cities. Washington. 
D.C.: The Brr)okingr Institutitm, 1981. p. 8-9. 
Il>rrl. p. 4. The distress index comhined unemployment, violent 
crime nte. per capita income, percent of p~pulatit>n poor, percent 
($1970 housing Iluilt hefore I940 and city/HSA tas disparity). The 
decline index mn~hined changes in the above factors. 
Larry C. Lrdellur :~nd William R. Barnes. Cifj~Divfres~, .I.Idmpditnn 
Divprrritit,.~ crrrd Eci>rto~nic Gri)rr.tb (cc~ml>ined revised edition). 
Wahington. D.C.: Ydti~)nal League of Cities. Septmher 1992. p. 14. 
Richard Voith. "City and Sulx~rlnn Crr)wth: Substitutes or 
Co~nplemm~s?- Brr.$iric~v Rvr.i~,rr*. Fedenl Reserve Bank d 
Ph~l:ldelphia. kptemlxr-Occolur 1992. p. 27. 
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94 hlinnesora Statute 504.35. 
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Q. Shouldthe'ItYin 
Cities adopt an 
explicit policy of 
reducing the concen- 
tration of poverty 
within the region? If 
so, should such a pol- 
icy deal with hous- 
ing? 

A. Yes to both questions. 

A l l  citizens of the Twin Cities should be 
concerned with the increasing concentra- 
tion of poverty and with the widening eca- 
nomic and social disparity between the 
central cities and the urban region as a whole. 
Citizens and policymakers should be  con- 
cerned out of self-interest: The region must 
deal with these issues or risk the health of its 
social and economic future. But citizens 
should also be concerned out of commitment 
to basic fairness. Government itself risks its 
legitimacy when it not only accepts but per- 
petuates unfairness. 

At present, the region does not have an 
explicit policy or set of policies that seek 
to alleviate the concentration of poverty 
and slow or reverse the economic dispari- 
ties between central cities and suburbs. 
The problems associated with poverty concen- 
tration and disparity have proven elsewhere to 
be self-reinforcing, so the Twin Cities can 
expect things to get worse in the absence of 
intervention. New policies will be required. 

These policies should address housing, 
because housing policies have played and 
continue to play a critical role in shaping the 
patterns of prosperity and poverty in the 
region. 

Current housing policies are inefficient. 
These policies and market factors have con- 

tributed to the gap between the need for 
housing affordable to low-income people, and 
the availability of housing units or tenant sub- 
sidies to meet the need. The policies have led 
to economic disparities between cities and 
their suburbs and to concentrations of poverty, 
both of which have been shown to be detri- 
mental to individuals and to the urban econo- 
my. By encouraging urban sprawl,  the 
collective policies encourage massive invest- 
ments in new infrastructure while allowing the 
existing housing stock and infrastructure to 
deteriorate. This is wasteful. 

The policies are also unfair. The housing 
market is not a "free market." Though not 
always the product of conscious choice, the 
result of governments' present policies related 
to housing is a kind of social engineering that 
distorts the housing market and favors some 
citizens t o  the disadvantage of others.  
Housing policies tend to unfairly distribute 
both resources and individual choice away 
from those who are already have the least 
resources and toward those who already have 
the most money and choices. 

The policies are also unwise, since they 
exacerbate the social and economic polariza- 
tion already developing. 

The Twin Cities needs a better approach. 
The region must view its housing stock as 
a regional resource. The problems we are 
experiencing are regional problems, and the 
solution must be  a regional solution. New 
regional housing policies are needed to: 

more adequately meet the needs of 
low-income households for affordable 
housing; 

reduce the concentration of poverty in 
heavily impacted areas; 

increase the stability of neighborhoods, 
particularly middle-class neighborhoods 
in the inner areas of the region; 

foster communities that integrate hous- 
ing types that serve people of diverse 
household sizes, lifecycle stages and 
incomes; 

improve the fairness of the housing 
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market; reduce discrimination against 
individuals and barriers to groups and 

reduce the degree of racial segregation 
throughout the metro area. 

To accomplish these purposes, the unit of 
government in charge of the housing poli- 
cy must be large enough in scope to 
encompass all the relevant participants. A 
regional approach will require that the rela- 
tionship between the State of Minnesota and 
local units of government be re-examined. 

Citizens and local officials sometimes believe 
that their local governments have or should 
have nearly complete discretion over local 
matters. In fact, the state is the primary law- 
making entity. Municipalities are incorporated 
by authority of the state, and their powers are 
delegated to them by the state. Likewise, the 
state may delegate some powers to regional 
entities, if the policy objectives warrant region- 
al decisions. New housing objectives clearly 
will. 

Devising new housing policies will not be 
easy. Public policies have repeatedly recog- 
nized that government, the housing industry 
and individuals sometimes behave in ways 
that are unfair or against their own long-term 
interest and have sought to  prevent such 
behavior. However, the laws have so  far had 
little impact on the historic pattern of residen- 
tial socioeconomic and racial segregation. 

Housing has deeply symbolic meanings that 
have to do  with family, identity, security, val- 
ues, personal progress and social success. 
Policies that ignore these meanings are likely 
to be met with indifference. Policies that chal- 
lenge these meanings are likely to be met with 
opposition. Policymakers must be sensitive to 
citizens' views. However, they should not 
simply respond. Legislators and other poli- 
c).makers must lead the way toward a new 
vision of community that includes toler- 
ance of socioeconomic and racial differ- 
ence. 

When designing new housing policies, 
policymakers and citizens must also rec- 
ognize the complexities involved. New 
strategies, however well-intentioned, could 
result in unintended consequences that are at 

least as problematic as the results of the earlier 
post-World War I1 policies have become. 

Among the complexities: 

The market for housing is huge com- 
pared with the level of spending on 
direct "public" housing activities. Of 
course, public policies play a substantial 
role in shaping the rules within which 
this "private" market functions. 
Nevertheless, the forces of the mar- 
ket-which drive land prices and 
supply, operating costs, investment 
decisions and consumer behavior- 
are powerful and not fully subject to 
the control of public policy. 

While attention has justifiably focused 
on disparities between the central cities 
and  the suburbs,  it is important t o  
remember that particular neighborhoods 
in the central cities are connected with 
older suburbs and developing suburbs 
along sector lines. For the upwardly- 
mobile, the cultural imperatives and fis- 
cal incentives to  leave middle-class 
ne ighborhoods  a n d  move out  a r e  
almost irresistible. 

Stemming the widening economic dis- 
parities will require attention to the role 
of housing in stabilizing middle-class 
and older neighborhoods in the inner 
portions of the metropolitan area. Are 
there houses available for growing fami- 
lies with young children? Does the 
housing "bundle" include a perception 
of adequate safety? Are the public ser- 
vices, including education, of high qual- 
ity? For policies to succeed, the 
incentives to stay in these older 
areas must prevail against the pow- 
erful incentives to leave. 

New construction represents only a 
small part of the housing inventory at 
any point in time, and thus represents 
only a part of any comprehensive hous- 
ing policy. Remodeling, rehabilita- 
tion and demolition are at least as 
important, particularly when it 
comes to maintaining and improv- 
ing the quality of housing in older 
areas. Attempts to remove deteriorated 
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low-cost housing in these areas, howev- 
er,  have frequently been met with 
opposition by advocates for the poor, 
who fear that the overall supply of low- 
cost housing will dwindle. 

Location seems to make a difference 
for individuals in poverty. The 
opportunity for low-income inner-city 
residents to live in middle-class commu- 
nities in suburbs and central cities does 
offer promise for some of these families 
to improve their circumstances, though 
the results may be more evident in the 
long run than immediately. 

However, just increasing the supply 
of low-cost housing in the suburbs 
may not be enough to result in relo- 
cation or "dispersal" of significant 
numbers of current residents of 
inner-city neighborhoods. Waiting 
lists for suburban subsidized housing 
are already long. New additions to the 
supply of low-cost housing would likely 
be filled by the substantial numbers of 
current suburban residents who are 
now living in poverty or near-poverty. 
If the goal is to enable inner-city resi- 
dents to relocate, additional changes 
would be needed. 

Past experience suggests that inner- 
city residents who do choose to relo- 
cate when housing opportunities are 
made available in farther-out sub- 
urbs are likely to be those who are 
the "best off" of the current poor 
residents of center cities and older 
suburbs. They likely have more access 
to housing information, more money to 
pay for relocation, better transportation 
and (perhaps) greater motivation. 

Thus, policymakers must be careful: A 
policy that focuses only on increas- 
ing the supply of low-cost suburban 
housing could reinforce the same 
pattern of suburbanization of the 
better-off that has led to our present 
housing landscape. The difference 
would be that the central cities and 
older suburbs could be even worse off 
because it would be the poorest and 
most disadvantaged citizens who would 
be left in the core. 

3 7 

Suburban zoning policies have typically 
concentrated rental housing and sepa- 
rated it  from single-family, resident- 
owned housing, and have otherwise 
separated lower-cost from higher-cost 
housing. Low-cost housing develop- 
ments nlay also be located far from 
transportation and other household and 
social services. Increasing the supply 
of low-cost housing given current 
land use policies could result in con- 
centrations of poverty and isolation 
within suburban communities. 

Racial prejudice is a deeply 
entrenched feature of the housing 
market. Policies that attempt to 
increase the level of socioeconomic 
integration, but which don't recognize 
the importance of race and address it, 
may work differently than expected. 

Housing is connected to everything 
else. Indeed, one of the problems of 
the current landscape is that decisions 
about housing, transportation, social 
services, retail and commercial develop- 
ment are made independently. To 
achieve the goal of socioeconomic inte- 
gration, communities must consider 
how all the pieces fit together. 

Despite the difficulty of the task, however, 
citizens and the Legislature should move 
quickly and resolutely to bring a new per- 
spective to the problems of the metropoli- 
tan area. They can begin by looking at 
how to design fairness and better value 
into public policies regarding housing. 
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Design principles 
for better housing 
policies 

The Twin Cities needs new housing policies to 
reduce the concentration of poverty in the 
region, stabilize older neighborhoods, and 
improve the fairness of the housing market. 
How should housing policies be designed to 
get those results? 

A recent Citizens League report, Minnesota's 
Bzrdget Problem: A C d i s  of Qzlality, Cost and 
Fairness, offered a blueprint for the design of 
public services, in the form of five "design 
principles for better value." Before proceed- 
ing to specific recommendations for housing 
policies, w e  pause here to show how these 
design principles can provide a new perspec- 
tive from which to begin a discussion of hous- 
ing solutions. 

Improving quality, cost and fairness in 
Minn'esota's public services 

Minnesota's Budget Problem said that 
Minnesota can expect slower revenue growth 
in the future than it has experienced in the 
past. If state and local governments wish to 
maintain their level of spending in this slow- 
growth environment, the governments will 
have to increase the "tax bite," the share of 
personal income paid for public services. But 
it will be  unrealistic to expect taxpayers to 
agree to pay a much bigger share of their 
incomes than they are now. The pressures on 
their household budgets are too tight and their 
faith in government is too slim. So govern- 
ment will have to learn to d o  more with less, 
or at least more without more. 

In other words, it is not safe to assume that 
the answer to the Twin Cities' housing prob- 
lem, or  any other public problem, will be  
"more money." 

Citizens and policymakers must adopt a new 
view of the role of government, if they hope 
to get the results they require without relying 
upon increased public spending. The tradi- 
tional view has been that the role of govern- 
ment is to dish out money. The problem is 

that the systein for delivering most public ser- 
vices does  not connect the money that is 
dished out with the results that should be  
espected. In general, government and citizens 
do  not require results from spending, nor do  
they require fairness as a result of redistribu- 
tion. 

The typical strategy for improving quality or 
boosting productivity in the face of budget 
constraints has been to exhort public man- 
agers  a n d  employees  to  work harder  o r  
smarter or to exhort citizens to be more virtu- 
ous and self-sacrificing. The problem is not 
that public employees--or elected officials, for 
that matter-are not talented or  well-inten- 
tioned. Some are not-but even the hardest- 
working public employee or the most talented 
and  enthusiastic manager are not likely to 
achieve long-lasting improvements in a system 
where the incentives are not designed to pro- 
duce the desired results. And even those mid- 
d le -  a n d  upper- income citizens w h o  are  
sincerely concerned about the poor residents 
of the metropolitan area may be reluctant to 
welcome lower-income neighbors if the size of 
their tax bill is at stake. 

Housing-related policies such as the Home 
Mortgage Disclosure Act, and the wide array 
of programs to expand affordable housing, 
have at best had limited impact on the con- 
centration of  poverty in the nation's urban 
areas. In large part, we  believe, the failure 
results because the policies exist within the 
prevailing system of finanical incentives that 
encourage the opposite behavior. Thus, the 
laws are working at cross-purposes not only 
with deep-seated cultural, class and racial atti- 
tudes but with rational economic self-interest. 

In a battle between exhortation and self-inter- 
est, self-interest usually wins. Policies that rely 
primarily on exhortation can be expected to 
fail over the long run. 

The Citizens League has said that the pur- 
pose of government should be to design 
environments where individual citizens 
and institutions will be inclined to behave 
in socially beneficial ways. 

This statement accepts that government is- 
and always has been-about "social engineer- 
ing." The point of policymaking is to decide, 
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in a democratic fashion, what the public inter- 
est is toward which we should be steering 
individuals' and institutions' self-interested per- 
sonal choices. The important questions are: 
How should housing policies be arranged so 
that people are more inclined to behave in 
socially beneficial ways? Or, at least, how can 
policies be revised so that people who do the 
right thing aren't penalized? 

There are three assumptions underlying the 
League's argument. First, government should 
let markets do  what they d o  best-allocate 
resources. The "market" can be either the pri- 
vate market or new, public "citizen markets" 
that government itself sets  into motion. 
Second, government should properly be con- 
cerned with redressing some of the inequities 
that inevitably arise in private market 
economies. Third, government should 
encourage individuals toward public-spirited 
behavior. 

Minnesota's Btrdget Problem outlined five 
"design principles" that public policy makers 
should use when developing policies and 
public services: 

1. Target public subsidies directly to peo- 
ple who are financially needy. 

2. Use competition as a tool to align insti- 
tutional self-interest with the public's 
interest in the quality and cost of ser- 
vices. 

3. Allow prices of public services to reflect 
true costs, including the social costs of 
individual decisions. 

4. Meet more public responsibilities 
through non-governmental communities 
in which people already have relation- 
ships of mutual obligation. 

5. Consider long-term economic growth to 
be one of the objectives of state and 
local spending. 

These five principles represent the very few 
methods that systematically link spending with 
results and systematically orient people to 
make choices that are compatible with the 
public interest. When applied, the principles 
shape a system in which the incentives are 

lined up right, so that self-interest-not exhor- 
tation-is the driving motivational force. If 
public services are not characterized by at 
least one of these five principles, they can be 
expected to fail. 

What is "the public interest" in affordable 
housing? 

From the perspective of society as a whole, 
what would be considered desirable behavior 
on the part of individuals, housing developers 
and managers, local governments and other 
stakeholders? 

First, we would hope that individuals would do 
what they could to avoid poverty and provide 
for their own economic needs. They would 
finish high school, go on to vocational training 
or other higher education and choose careers 
that would provide a decent living. They 
would postpone childbearing until marriage 
and plan their families with an eye to the finan- 
cial and social resources they are able to bring 
to the task of parenting. They would save 
money to provide for unforeseen setbacks, to 
allow for future investments in housing or their 
children's education and to cover their retire- 
ment years. They would maintain their housing 
faithfully (whether it's their own home or a 
rental unit) and otherwise be good nei~hbors. 
If misfortune struck, they would turn first to a 
network of family, friends, church and neigh- 
bors, and when others were in trouble, would 
lend a hand. They would show tolerance and 
civility in their personal relations with others in 
their community, including people who were 
different from them. 

We would hope that rental property owners 
would take good care of their properties, treat 
their tenants with fairness and respect and act 
as good citizens in their neighborhoods. We 
would hope that financial institutions would 
make loans to creditworthy people regardless 
of race, for home purchases and business 
development in all neighborhoods within their 
service area. We would hope that schools 
would provide a quality educational experi- 
ence for all children, regardless of where they 
live or how much money their parents have. 
And we would hope municipal governments 
would act as partners with one another in 
solving problems they share. 



A nice scenario! And obvioc~sly a far rosier 
picture, in most respects, than the current 
experience in the Twin Cities. 

How can policies be arranged so that-with- 
out constantly forcing individuals or institu- 
t ions t o  d o  what  they don' t  want  to  
do-people find themselves more inclined to 
make choices that serve the public good? 
(Self-interest, of course, includes not only eco- 
nomic motivations but the natural concern 
people have for their families and friends.) It 
should be  clear that simply exhorting land- 
lords, bankers, school superintendents and city 
councilmembers and homeowners to be good 
people will not get us to the picture painted 
above. 

What follows here is a brief discussion of how 
to apply the five principles to achieve better 
value and more fairness in housing. The final 
section of this report presents specific recom- 
mendations that flow from the findings and 
these design principles. 

Design principles for 
better value in housing 

The critical step, we believe, involves reducing 
the extent to which government has inhibited 
the positive contribution of competition in the 
housing market. Thus, we take the five princi- 
ples out of order, and begin with the second. 

Use competition to align institutional self- 
interest with the public's interest in the 
quality and cost of services. 

In private markets, competition prevents the 
concentration of power in the hands of indi- 
viduals who might define the public interest as 
equivalent to their own personal ambition. 
Only when customers have choices are pro- 
ducers required to give customers what the 
czistomers want. 

In many respects the housing market works 
very well. But as we have seen, it is not a 
"free market." 
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The fragmentation of the region into 
mcrltiple local governments creates con- 
stituencies with parochial interests and 
jurisdictions with the power to control 
the  market to  serve those interests. 
Municipalities, like monopoly firms, can 
define the  public interest a s  be ing  
equivalent to their own self-interest, and 
may manipulate housing price and sup- 
ply (using zoning and other policies) in 
what  can  b e  viewed as  a form of 
restraint of trade. 

The existence of multiple units of gov- 
ernment also encourages "externali- 
ties"-that is, the practice of avoiding 
costs by pushing them onto others. 
This market failure accounts for some of 
the differences in local property taxes. 

Housing prices are distorted by tax poli- 
c ies  that lower the price of owned 
housing, making rental housing less 
competitive than it otherwise would be. 

Discrimination prohibits consumers 
from exercising the full range of choice 
they otherwise would have at any given 
level of income. 

Information barriers may prevent low- 
income and minority residents from one 
geographic area from being aware of 
housing alternatives in other areas. 

To apply the second design principle to hous- 
ing, policymakers should look at how to clean 
up  the distortions that now prevent the private 
sector from responding to  the needs and  
desires of low- and moderate-income housing 
consumers. They should focus on realigning 
the incentives in the marketplace so that the 
invigorating effects of competition can supply 
housing of appropriate quality and price and 
in locations that are not segregated. 

Of course, the housing market, like the market 
for o t h e r  goods  a n d  services,  d o e s  not 
respond well to the needs of consumers who 
have very little to spend. But once the market 
distortions that thwart private providers from 
supplying lower- and moderate-cost housing 
are alleviated, the affordability problem can be 
remedied by putting dollars or vouchers into 
the hands of needy individuals and letting 



thein choose their own housing froin the array 
provided by the marketplace, It is not neces- 
sary, with this arrangement, for government to 
determine "what poor people want" or where 
poor people should live, only to allow them to 
decide for themselves where they belong. 

Some public financing is already provided in 
the form of Section 8 certificates and vouchers. 
Since the market for housing is dysfunctional 
now, merely giving individuals housing vouch- 
ers has not and probably will not do  much to 
reduce the concentration of poor households 
in the core areas. The second design principle 
stresses that housing policies must also put the 
conditions in place that enable the market to 
work well, so that individuals-subsidized, if 
necessary-can exercise choice. 

For example: Make housing policies, in part, 
on  a regional level, so that local governments 
are unable to act like monopolists. Strengthen 
enforcement of anti-discrimination laws. And 
provide information to low-income people 
and people of color about housing opportuni- 
ties in a variety of geographic locations. 

Allow prices of public services to reflect 
true costs, including the social cost of indi- 
vidual decisions. 

Current housing policies often disguise the 
true cost of the housing unit and related pub- 
lic services and distort citizens' choices about 
how to spend their money. While the extent 
of the unaccounted-for costs has not been 
measured, it is clear that the prices of new 
suburban housing units do  not reflect their 
marginal social costs-costs that include exten- 
sions to highways and other infrastructure and 
the related deterioration of housing units at 
the end of the "vacancy chain." 

Housing prices consumers face should reflect 
the real costs associated with their choices. 
The third design principle suggests that policy- 
makers should limit the prerogative of local 
governments to artificially raise or lower hous- 
ing prices (such as by restrictive zoning) in dif- 
ferent cities within the metropolitan area. 

Policymakers should also limit the degree to 
which home ownership is subsidized. When 
government lowers the price to consumers of 

owned housing, it is no surprise that people 
are  spurred to  purchase ever bigger and  . 
newer housing. 

Public services related to housing-transpona- 
tion and infrastructure such as sewers-should 
also be priced so that consumers of the service 
pay a proportionate share of the costs of these 
services. These costs are intimately related to 
the  "price" of different housing choices. 
Subsidized highway use, for example, con- 
tributes to the artificially low cost of suburban 
homeownership. Congestion pricing systems, 
by contrast, are designed to reflect the fact that 
peak-hour  au to  commuters  place higher 
demands on highway infrastructure. Those 
commuters should face prices that reflect the 
high social cost of freeway commuting. 

Target public subsidies directly to people 
who are financially needy. 

Targeting, when applied to housing, leads to 
three strategies: 

First, government should provide housing sub- 
sidies to individual homeowners and renters 
on  the basis of financial need. That means 
limiting the various tax benefits provided 
across-the-board to  homeowners-benefits 
that are either random or regressive in how 
they redistribute resources. If homeownership 
yields substantial benefits to society beyond 
those benefits enjoyed by the individual 
homeowner, it may be appropriate and desir- 
able for government to  reduce the price of 
owning a home in order to promote consump- 
tion. However, policymakers should ask: 
How much housing consumption is endugh to 
obtain the social benefit? How much subsidy 
is needed to promote that level of consump- 
tion? How shou ld  the  subsidy take into 
account the financial circumstances of the 
household? The answers should determine 
how housing subsidies are designed. 

Second, government should strive to provide 
the subsidies directly to housing consumers, 
not to developers, landlords or units of gov- 
ernment. Give housing consumers money or 
vouchers and let them decide how and where 
to live. Subsidize consumers, not producers, 
keeping the playing field of producers even 
and subject to the goad of competition. In 



general, providing subsidies directly costs less 
and empowers consumers more. 

Third, provide housing subsidies only to 
ensure a basic level of service. Government 
does not have an obligation to subsidize an 
unlimited level of service. In the case of hous- 
ing, for example, government has no obliga- 
tion to subsidize a poor household's desire to 
live in a luxury apartment in a prime lakefront 
location. Nor should government subsidize a 
high-income household's choice to own an  
opulent mansion, vacation home or yacht. 

When government provides subsidies to low- 
income households to assist with housing 
affordability, the subsidies should, however, 
allow for a reasonable range of choice of 
housing location. Some may argue that gov- 
ernment has no obligation to enable a low- 
income household to live in a community 
where the market price of housing is higher. 
But government policies themselves have con- 
tributed to these price differentials and have 
helped to impose on  those who are already 
poor the additional personal and financial 
costs associated with poverty concentration. 
Recipients of housing assistance should not 
expec t  government  t o  pay for  unlimited 
choice. They should expect a reasonable 
range of location options. 

Meet more public responsibilities through 
non-governmental communities in which 
people already have relationships of 
mutual obligation. 

The fourth principle recognizes that families, 
ethnic organizations and neighborhoods per- 
form a variety of public purposes including 
child rearing, caring for the infirm and educa- 
tion. They are producers and problem-solvers. 
Government has another stake in nurturing 
these communities, however. Mutual ties of 
obligation, attitudes of loyalty and commit- 
ment and habits of "other mindednessW-civic 
virtue--developed in these private communi- 
ties are a form of social capital essential for 
democracy itself to survive. 

When poverty becomes concentrated, commu- 
nities become vulnerable to a host of other 
problems and residents have a harder time 
improving their own lives. When metropolitan 

areas develop wide c11:lsms between social 
worlds, the civic infrastructure erodes. 

Housing policies should permit and encourage 
those ties among members of a community 
that enhance their ability to solve their own 
problems. For example, government should 
encourage land-use policies that accommodate 
households in different stages of the life cycle 
and different economic levels, and avoid iso- 
lating people who are poor, elderly or  dis- 
abled in certain areas. 

More of a challenge is creating a civic infra- 
structure for our regional community. While 
citizens and political leaders now acknowl- 
edge that all the comn~unit ies  of the Twin 
Cities share a common interest, there is little in 
our present political system that enables citi- 
zens to think of themselves or act together as 
citizens of a regional community. 

The fourth principle also points us  to the 
question of how public policies could be  
revised to promote families' own abilities to 
provide for their housing needs, thus lowering 
the demand for publicly-assisted housing. 
This question is outside the scope of this 
report, but is intimately connected with the 
issues of housing and poverty. For example, 
how can policies encourage people to avoid 
too-early or unwed parenting, which so  often 
leads to poverty? How can policies encourage 
couples with young children to stay together? 
How can policies encourage teenagers to com- 
plete their education? 

Consider long-term economic growth to 
be one of the objectives of state spending. 

How the public sector spends money is impor- 
tant. Policymakers must consider how the 
methods employed to solve the region's hous- 
ing problems will affect the vigor of the state's 
economy over the long run. They should ask 
questions such as: 

How can government encourage home- 
ownership, which is the main form of 
households' private saving, without 
encouraging overconsunlption of hous- 
ing (to the detriment of other forms of 
productive investment)? 
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How tightly should regional growth 
policies limit investments to new infra- 
structure at the fringes of the region? 

If public policies are changed so that 
the costs of suburban expansion are 
actually reflected in the prices of hous- 
ing, transportation, and so forth, what 
will be the effect on business growth? 

Given the global economic forces we 
have heard about, how can government 
capitalize on the emerging economic 
strengths of central cities and suburbs? 
How should government invest in cen- 
tral city revitalization to foster long-term 
economic prosperity? 

How do  the effects of poverty concen- 
tration affect the ability of young people 
to meet the educational demands of the 
changing economy, and how should 
schools and other institutions deal with 
these challenges? 





Q. What should be the 
elements of a region- 
al housing policy? 
Who should imple- 
ment and enforce the 
policy? 

A. Let's look at these 
questions in three 
steps. 

area profoundly affect the rest of the region. 
The Legislature should begin by acknowledg- 
ing that housing is a regional resource and 
that housing policy decisions should b e  
regional in scope. 

RECOMMENDATION 2: 

The State of Minnesota should delegate to 
the Metropolitan Council the responsibili- 
ty for proposing what policy objectives 
should be met, and how the regional hous- 
ing system should be operated and the 
policies enforced 

The Legislature's direction should require that 
the Council's proposal: 

The first step is to create the process for 
devising the regional solutions that are so 
urgently needed. 

The second step is to consider what the 
regional policy should look like. In this 
section, we suggest the elements that should be 
considered for inclusio~z in the policy. This 
checklist might serve as a beginning workplan 
for those who zuill investigate alternatives and 
craff the details of a regionalpolicy. 

The third step is to look at what changes will 
be needed at the state and federal level in 
order to maximize the regional policies' 
chance of success. 

Recommendations to the 
Legislature: Creating a 
regional housing system 

RECOMMENDATION 1: 

The State of Minnesota should designate 
housing in the metropolitan area as a 
regional system. 

The evidence is clear that the Twin Cities 
housing market is a regional market. 
Actions-whether by individuals o r  institu- 
tions-taken in one part of the metropolitan 

be developed in cooperation with local 
governments and with active public par- 
ticipation; 

include a description of the specific 
housing objectives to be met; 

indicate the strategies that will be used 
to achieve the objectives and 

specify the authority the Council will 
require to implement and enforce the 
policy. 

The Council should be directed to submit a 
preliminary report on the first steps of the plan 
by the January following the Legislature's 
instruction. The final plan should be submit- 
ted by the following January. 

There is substantial precedent for this 
approach. For example, the Metropolitan 
Land Use Planning Act of 1976 empowered 
the Council to devise a regional growth man- 
agement strategy and required local govern- 
ments to devise compatible local plans. 

This recommendation, if implemented, would 
set up  a democratic process for defining the 
result that is most beneficial for the region, 
then  ensuring that t he  conditions in the  
regional market are aligned to encourage that 
result. 

We believe the creation of a regional plan is 
crucial. The problems the region is facing are 



complex. The links between housing and the 
problems of poverty concentration are impor- 
tant but the solutions are not always clear. 
The best hope for a successful result lies in 
engaging all the stakeholders in a process of 
crafting a comprehensive, well-thought-out 
plan. This process also would focus attention 
on  sorting out and redefining the relationships 
between the local, regional and state govern- 
ments. 

The Legislature must address issues of geo- 
graphic scope and accountability if the hous- 
ing system is to operate effectively as a truly 
regional system. 

Many of the Twin Cities' current problems 
have arisen because local boundaries tend to 
encourage parochial behavior, even among 
well-intentioned people.  The  impact of 
boundaries  should not be  ignored a t  the  
regional level. "Leapfrogging," the tendency 
of development to skip to the outer bound- 
aries of a jurisdiction in order to avoid the 
policies of that jurisdiction, is a danger for 
regions as well as municipalities. 

To  avoid leapfrogging, the  metropolitan 
regional boundary must be  drawn widely 
enough to encompass the areas closely con- 
nected with its economy. The U.S. Bureau of 
the Census has already recognized that the 
Twin Cities metropolitan area now reaches 
beyond the seven counties of the Metropolitan 
Council's current service area. The Legislature 
should do  likewise as it moves toward region- 
al policymaking on housing. The geographic 
scope of the Metropolitan Council's 
authority should be expanded to the 11 
counties in Minnesota within the Twin 
Cities Metropolitan Statistical Area. That 
scope must apply to the various systems under 
Council jurisdiction, such as transit and sew- 
ers, since housing policy is integrally related to 
these other systems. 

(Lawmakers should also consider the ramifica- 
tions of the Minnesota-Wisconsin border. The 
complexities of inter-state policymaking are 
beyond the scope of this report. However, as 
the Twin Cities housing market continues to 
expand into western Wisconsin, it will become 
increasingly important to consider how the 
two states' common interests are addressed by 
their separate policies.) 

The reconlmendations in this report would, if 
adopted, expand the authority of the Council 
considerably-in geographic scope, as well as 
by partially superceding the authority of 
municipalities. It has long been the position 
of the Citizens League that effective and  
accountable regional governance requires 
election of Council members. Given the 
expanded authority to set housing policy 
recommended here, the election of 
Council members is even more important 
to ensure proper accountability to citi- 
zens. An elected regional government also 
begins to develop the civic infrastructure of a 
regional community. 

Suggestions to the 
Metropolitan Council: Ele- 
ments of the regional policy 

It is beyond the scope of this limited sttrdy to 
specify the details of a regional policy. What 
follows is a preliminary vision of how the sys- 
tem wotrld work. This section begins with a 
restatement of the goals we think appropriate, 
and the breadth the plan shot~ld aim for. 

The section contint~es with a discussion of 
some elements that cottld be included in the 
policy. These shotrld be viewed as strggestions 
rather than recommendations; the strggestions 
were guided by the "design principles for better 
value" noted in the previous sectiow. We 
encotlrage the Metropolitan Cotlncil to ~onsid- 
er these strggestions as the plan is develobed. 

RECOMMENDATION 3: 

The regional policy should arrange incentives 
to promote certain community characteristics 
throughout the metropolitan area that con- 
tribute to the region's well-being over the long 
run. At the risk of overstatement, it is impor- 
tant to  stress that the policy should not be 
aimed simply at exporting poverty to the sub- 
urbs. The policy should aim to: 

increase the availability of hdusing 
opportunities affordable tq  low- 
income people throughout the reqion; 



reduce the concentration of poverty 
in areas where poverty now prevails; 

increase the stability of neighbor- 
hoods, particularly middle-class neigh- 
borhoods in the inner  areas  of the 
region; 

foster communities that integrate 
housing types that serve people of 
diverse household sizes, lifecycle stages 
and incomes; 

improve the fairness of the housing 
market, reduce discrimination against 
individuals and barriers to groups and 

reduce the degree of racial segrega- 
tion throughout the metro area. 

RECOMMENDATION 4: 

The Council should consider a broad 
range of strategie~ome implemented at 
the regional level and some by local gov- 
ernments-to accomplish the goals of the 
regional policy. 

The emphasis of the strategies should be on 
redesigning policies s o  that the structure of 
incentives encourages the private sector to 
respond appropriately. Public policies have 
hindered the market from responding to exist- 
ing needs. We believe that a great deal could 
be accomplished by reducing these disincen- 
tives and allowing the market to d o  what it 
does best. Of course, public sector initiatives 
and funding will continue to be needed to 
enable those with very few resources to obtain 
the housing they need. And a public role will 
be essential to enable the market to be truly 
open, competitive and choice-driven. 

The plan should include an array of strategies 
to: 

improve the incentives to maintain hous- 
ing in older, lower-cost housing areas; 

allow obsolete housing to be removed 
quickly, and either replaced with homes 
of greater value, or the land converted to 
commercial uses that could provide jobs 
to those who live nearby; 

promote increased low-cost housing in 
fast-growing suburban areas; 

link expansion of low-cost housing in 
undersi~pplied areas with reductions in 
the supply of low-cost housing in over- 
supplied areas; 

promote alternative land use design con- 
cepts and development regulations that 
permit and encourage economically inte- 
grated communities; 

promote integrated low-cost housing 
options such as accessory apartments, 
co-housing and home boarding, particu- 
larly in areas where single-family hous- 
ing currently predominates; 

facilitate links between housing and  
related services such as transportation 
and between housing and commercial 
development; 

reduce racial segregation in Twin Cities 
housing markets, and in publicly-subsi- 
dized housing. 

Developing the regional policy: 
Some considerations 
Many complex quest ions will have to  b e  
answered before the details of the regional 
housing plan can be refined. For example: 
How can policies create the needed linkages 
between central-city and suburban strategies 
so  that the concentration of poverty can be 
reduced? What are the existing programs and 
incentives in the marketplace and provided by 
the public sector that appear to be successful 
and cost-effective? Who in the region should 
be responsible for the various pieces of the 
housing policy? 

We address a few of these questions here. 

What should the process be for imple- 
menting the policy? 

We envision that in this new regional system, 
the Metropolitan Council would define the 
policy objectives more specifically, collect 



baseline data, and design evaluation criteria 
and methods. 

The policy would specify numerical goals for 
the expansion of low-cost housing in areas 
that are currently undersupplied. I t  would 
also specify numerical goals for the upgrading 
of housing and deletion of deteriorated hous- 
ing stock in areas where low-cost housing pre- 
dominates. The Council would develop the 
housing plan in tandem with plans for infra- 
structure, transit and other services. 

Local governments would be required to pre- 
pare plans to diversify their housing in accor- 
dance with the specified goals. The Council 
would review and approve the plans, then 
evaluate results. The Council would be 
empowered to offer inducements and to 
enforce penalties for noncompliance (more on 
this issue later). 

How would the numerical goals be set? 

Setting goals is a necessary part of implement- 
ing any policy, and an entirely appropriate 
role for the Council. How should the goals be 
determined? We are not inclined to favor an 
approach that simply assigns a "fair sharen of 
affordable housing based on a municipality's 
share of the total metropolitan population. We 
suggest instead the following approach. 

First, the goals for low-cost/low-income hous- 
ing would encompass publicly-subsidized 
housing units, tenant-based subsidies used in 
market-rate units, and low-cost, market-rate 
"slotsn (which could include arrangements 
such as boarding). The emphasis would be 
on the housing opportunity offered to low- 
income individzinls, not simply on numbers of 
publicly-subsidized units. 

Second, the goals for low-cost/low-income 
housing would be set not simply for munici- 
palities, but for communities of 25,000 to 
35,000 people within each larger municipality. 
The goal is to nurture commclnities in which 
people of different incomes may coexist, and 
in which members have a sense of mutual 
obligation. A smaller "community" unit is 
needed in order to avoid the perpetuation of 
ghettos and the creation of new pockets of 
poverty. It is not enough to have one numeri- 
cal goal for the largest cities, especially when 

they already contain some areas of high 
poverty and other areas with virtually no low- 
income households. Most larger cities now 
divide themselves into neighborhoods and 
group these into larger communities for vari- 
ous planning purposes. I t  is that set of com- 
munities around which the larger cities' goals 
would be set. 

Third, a number of factors would be consid- 
ered when developing housing goals for a 
community. These factors influence the capa- 
bility of a community to successfully integrate 
lower-cost or subsidized housing. Considering 
these factors-rather than relying on a contract 
or formula-would help ensure that the goals 
advance the region's policy objectives, given 
the different circumstances in each communi- 
ty. The factors would include: 

rate of population growth or decline; 

extent of current over-representation or 
under-representation of low-cost hous- 
ing units; 

extent of current concentration of low- 
income or minority people; 

economic feasibility; 

presence of, and rate of growth in, jobs 
that are accessible to lower-skilled work- 
ers; 

presence of or plans for specific com- 
mercial developments that add to the 
population of  low-wage employees in 
the area; 

access to public transportation; 

access to household services (grocery 
stores, etc.) and social services. 

How would the policy be enforced? 

The reluctance of some local governments to 
encourage affordable housing arises in large 
part from the incentive system now in place. 
These incentives tend to encourage even those 
with the best of intentions to avoid develop- 
ment they perceive as costly. With a regional 
system in place, that incentive system should 
change for the better. 



However, the policy must not rely on sponta- 
neous voluntary cooperation alone. T h e  
Metropolitan Council's own esperience has 
shown that regional policies can be  imple- 
mented effectively when backed by significant 
inducements and enforcement authority. 

The Council might consider creating positive 
inducements to spur local initiative. For exam- 
ple, a metropolitan "development and redevel- 
opment fund  could be created with revenues 
from a regional levy and other sources, and 
awards made to local governments meeting cer- 
tain criteria for new housing strategies. (As 
noted earlier, however, new housing strategies 
should not depend on new spending, which 
will be increasingly difficult to secure in a slow 
revenue growth environment.) 

Significant penalties will also be  needed to  
enforce compliance among communities who 
fail to  make progress toward meeting their 
goals. Penalties should be carefully chosen. 
Again, the scope of this study did not permit a 
full analysis of the options and their impacts. 
We are  inclined to  think it  appropriate t o  
make approval of MUSA and highway exten- 
sions contingent upon satisfactory progress 
toward achieving housing goals. Areas that 
enjoy the benefits of development should be 
required to share in the responsibilities of 
development. 

Some have suggested that state-paid aids to  
local governments, such as Local Government 
Aid (LGA) and Homestead and  Agricultural 
Credit Aid (HACA) b e  cont ingent  u p o n  
achievement of housing goals. The Legislature 
should proceed with caution here. 

The Citizens League has pointed out in past 
reports that Minnesota's system of providing 
property-tax relief, which favors these grants 
to  local governments, has significant problems 
with equity, accountability and  efficiency.' 
The League has recommended eliminating or 
reducing the LGA and HACA programs and 
instead providing a greater share of property- 
tax relief directly to  taxpayers based on  the 
relationship between their incomes, wealth 
and property-tax bill. Given the significant 
flaws in these programs-even with regard to 
achieving their stated objectives-the state 
should be skeptical about using them for an 
entirely new purpose. 

Other questions to consider 
Should the new system place any limita- 
tions on municipal governments' discre- 
tion in matters of zoning, permitting and 
development regulations? Unlimited munic- 
ipal authority over such matters does play a 
role in the problems of disparity and poverty 
concentration. Standardizing some require- 
ments would curb local governments' ability to 
use such regulations over-zealously to block 
low-cost hous ing  a n d  could  also reduce 
bureaucratic costs that hinder affordability. 

There are different ways to alleviate the temp- 
tation of local governments  to  use  their  
authority to avoid responsibilities for housing 
affordability. O n e  approach would b e  to 
leave zoning and development authority in the 
hands of local governments and require only 
that the communities achieve certain housing 
results specified in the regional plan. 

Another approach would deregulate the mar- 
ket even further: The  regional plan would 
include some basic standards that would apply 
to all metropolitan municipalities. Local gov- 
ernments contemplating building or zoning 
code changes that would exceed the basic 
standard would b e  required to  apply to the 
Council for amendments or variances, and the 
request would be  accompanied by a statement 
identifying the impact of the change on hous- 
ing affordability. 

Yet another approach would involve lessening 
the incentive on  municipalities to emphasize 
high-end residential development, by captur- 
ing a portion of new residential property valu- 
ation (over some pre-determined home price, 
for example) and sharing it regionally. In 
essence, this would be  an expansion of the 
current commercial-industrial tax-base sharing 
(fiscal disparities) law to achieve a new pur- 
pose. This study did not analyze the impact 
of such a policy. The concept is appealing, 
however, and worth further study. 

A fourth approach would combine elements of 
all three of these strategies. 

Can or should property-tax policies be 
changed to create better incentives for 
property owners and municipalities? For 
example, what would be  the effect of a two- 



tiered property-tax system in which land val- 
ues are taxed at a higher rate than the struc- 
tures on the land? Such a system appears to 
provide a greater incentive for property own- 
ers to maintain and improve their properties 
and decreases the incentive to hold land for 
speculative purposes. The Council should 
consider the extent to which such a two-tiered 
system would help to achieve the goals of a 
regional housing plan. 

Likewise, the Council should consider whether 
some public services that are now financed by 
municipalities should instead b e  financed 
regionally or by the state. In general, public 
services that are regional in nature should be 
financed regionally. Otherwise, individuals 
and municipalities may-and generally do- 
attempt to avoid paying for costs they help to 
incur. 

What strategies are needed to reduce racial 
segregation in the Twin Cities housing 
market and ensure that anti-discrimina- 
tion laws are adequately enforced? Clearly, 
more vigorous state and federal enforcement 
of Fair Housing Act rights is needed .  
However, other regional strategies may also be 
appropriate. The Council, perhaps in cooper- 
ation with an expanded private Minnesota Fair 
Housing Center, could: 

operate a testing program to detect race 
discrimination in real estate brokerage 
and sales, lending, insurance and pub- 
licly-assisted housing; 

consolidate local waiting lists for pub- 
licly-assisted housing so  that housing 

, units throughout the metro area are 
available to all those eligible for assisted 
housing o n  a first-come, first-served 
basis; 

affirmatively market housing options in 
areas unfamiliar to applicants; 

coordinate these marketing efforts with 
county case managers, community orga- 
nizations, schools and employers and 

work to modify media practices that 
contribute to segregation. 
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Should the Metropolitan Council actually 
provide various housing services to indi- 
viduals, cities or developers? The Council 
currently opera tes  its own  Housing and 
Redevelopment Authority, which administers 
the Section S subsidy program in several sub- 
urban comn~unities. Should the Council pro- 
vide other direct senices? For example, if the 
plan determines that a "one-stop permic shopn 
for developers and remodelers is needed, 
should the Council operate such a program? 

In general, we prefer that the organization that 
creates and administers a policy not also deliv- 
er the services required by the policy. Such 
an arrangement builds in an inherent conflict: 
The policymaking organization is supposed to 
represent the public interest by arranging for 
services that meet public needs, but, like all 
organizations, it also has its own interests. 
The Council may determine that some housing 
services should be provided by the public sec- 
tor at the regional level. If so, it should con- 
sider various models of service delivery that 
minimize this inherent conflict between public 
and institutional interest. 

Will current state laws have to be changed? 
We favor repealing the  state statute that 
requires one-for-one replacement of low- 
income housing in areas where such housing 
already predominates, and instead replacing 
deleted units throughout the region. The pre- 
sent statute effectively prevents deteriorated 
neighborhoods from upgrading and increasing 
the diversity of their housing stock. Deletion of 
deteriorated inner-city units should be linked 
with strategies to expand housing opportunity 
in other communities to ensure that the total 
availability is not diminished. (These strategies 
can include providing subsidies that enable 
individuals to secure existing market-ratd units.) 

The question of funding 
We acknowledge that there are more people 
needing low-cost housing than there are low- 
cost units available. Filling that gap costs 
money. It costs money whether that mismatch 
is solved by constructing new units,  by 
improving old units or by simply giving indi- 
viduals money. The denland for spending on 
housing subsidies is currently outstripping the 
amount of money devoted to this purpose. 



Many of the recommendations in this report 
will also require resources. We do not attempt 
here to solve the problem of how to finance 
and pay for new and better housing options, 
an admittedly huge problem. That will be one 
of the major tasks involved in creating the 
regional plan. We do  sugge3t some options 
that should be  considered, and a few that 
merit a more cautious approach. 

First, the regional policy could make a sub- 
stantial impact if it simply made use of existing 
funding to meet the goals described here. For 
example, funding provided through existing 
mechanisms, such as the state's property-tax 
relief programs, could be reallocated in a more 
targeted way to needy households. Similarly, 
the savings achieved by reducing across-the- 
board homeowner  subsidies t o  could be  
directed to  expanded assistance to  needy 
households ( see  Recommendation 5). 
Increasing the number of suburban landlords 
who accept Section 8 tenants increases the 
range of housing choices even if the level of 
funding is not increased. (Of course, any re- 
allocation must be done gradually, as housing 
options are expanded and as consumers exer- 
cise their own choices, not as an immediate, 
forced relocation.) 

Second, the Metropolitan Council could use its 
fiscal authority to levy a regional property tax 
or  to issue revenue bonds. 

Some have proposed expanding the use of 
tax-increment financing a n d  altering the  
regional tax-base sharing law as strategies to 
increase the resources needed for housing 
programs. 

The Legislature should not permit expansion 
of tax-increment financing (TIF), beyond its 
original purpose, without considerable study. 
The Citizens League has previously noted that, 
while public assistance for real estate develop- 
ment is sometimes appropriate, mechanisms 
such as TIF are accompanied by 2nd lead to a 
host of problems. The League has urged the 
Legislature to tighten up tax-increment financ- 
ing to make that mechanism more accountable 
now, and to phase out TIF in favor of other 
mechanisms that emphasize direct sources of 
revenue, on-budget decisions and targeted 
assistance. 

55 

The tas-base sharing (fiscal disparities) system, 
on  the other hand, is working well. The fiscal 
disparities system was designed to discourage 
parochial competition for commercial develop- 
ment  by placing 40 percent  of a city's 
increased tax base into a regional pool. 

Some have proposed that fiscal disparities be 
amended to permit municipalities to retain a 
portion of their increased tax base, and there- 
fore revenues. The revenues would be direct- 
e d  t o  housing affordability efforts. The  
Citizens League has previously noted that fis- 
cal disparities has become part of the underly- 
ing s t ructure of t h e  property tax in the  
metropolitan area. Reducing the contribution 
rate, such as  by allowing municipalities to 
retain a portion of their increased tax base, 
would increase commercial-industrial taxes in 
the cities that already have the highest tax 
rates.2 

Other proposals, such as to espand fiscal dis- 
parities to  include high-priced residential 
property in the calculation of tax base growth, 
represent a departure from the original pur- 
pose of the law. As mentioned earlier, the 
concept is appealing, particularly as a method 
for reducing inappropriate fiscal incentives on 
local governments,  and  worthy of further 
study. 

There are many unanswered questions about 
h o w  a residential fiscal disparities system 
would affect local tax rates, including the rates 
o n  commercial/industria1 and  multifamily 
rental property.  Before making such  a 
change, policymakers should t. ~ m p a r e  this 
proposal with other alternatives tc? xeeting the 
two separate goals of correcting innappropri- 
a te  incentives a n d  raising revenues. For 
example, what about simply funding services 
that are regional in nature (like police protec- 
tion) with a regional tax? Or imposing a sur- 
charge o n  new housing of more than a certain 
value? The Legislature should pursue these 
questions, and in the meantime should con- 
template changes to fiscal disparities with cau- 
tion. 

The scarcity of housing dollars should not 
be cause to abandon reform. Even at the 
current level of funding, the Twin Cities 
should d o  better at providing housing oppor- 



tunity to people throughout the region. New income for state income-tax purposes, 
policies can achieve better results and more and eliminate the deduction for a sec- 
fairness now. With improved policies in ond home and 
place, any additional dollars will have a better 
chance of making a dent in the troubling pat- - direct the savings achieved from these 
tern of poverty concentration and economic measures to  o ther  forms of housing 
disparity. assistance that are targeted on the basis 

of financial need. 

Recommendations to The federal government should: 
the State Legislature and cap the amount of interest on  a home 
congress: Revising tax mortgage that can be  deducted from 
policies, enforcing anti- 
discrimination laws 

RECOMMENDATION 5: 

Revise income and property-tax policies 
that penalize low-income people and sub- 
sidize sprawl. 

Subsidies for housing should be targeted to 
individuals who are financially needy. The 
federal government and the State of Minnesota 
should limit across-the-board subsidies provid- 
ed to homeowners regardless of their incomes 
and wealth. We acknowledge that these bene- 
fits have become viewed as  entitlements. 
Limiting the benefits is not likely to be popular 
with homeowners, who represent a powerful 
political force. Other strategies should not 
wait for these policies to  b e  revised. But 
unless the changes are made, all the other 
strategies we have suggested will be fighting 
against powerful contrary incentives. 

The State of Minnesota should: 

phase out the preference for homestead 
property in the property-tax code, and 
tax homestead and  residential rental 
property at the same rate; 

lobby the federal government to reduce 
subsidies for home ownership and to  
increase funding for housing subsidies 
for poor people; 

income for federal income tax purposes, 
and eliminate the deduction for a sec- 
ond home; 

cap the amount of local real estate taxes 
that may be deducted from homeown- 
ers' income; 

put tighter limitations on the exclusion 
of real capital gains (from home sales) 
from income for those over age 55, per- 
haps  through a circuit-breaker type 
mechanism that considers the relation- 
ship between current income and the 
value of capital gains; and 

direct the savings achieved from these 
measures t o  o ther  forms of housing 
assistance that are targeted on the basis 
of financial need. 

RECOMMENDATION 6: 

The federal, state and local government 
should substantially increase their com- 
mitment to and aggressiveness in enforc- 
ing Fair Housing tights. 

It is important to stress that the policies we 
recommend are not intended to prevent per- 
sons in racial or other minority groups from 
living in neighborhoods that are predorninant- 
ly minority, if they choose to do  so. The poli- 
cies are intended to stem those practices that 
now prevent members of minority groups 
from exercising choice, and replace existing 
policies that, in effect, steer minorities to cer- 
tain areas. 

cap the amount of interest on a home 
mortgage that can be  deducted from 
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which are well beyond the scope of our work. 

Q. To what extent do Housing is connected to e6erything else. 
Indeed, one  of the problems of the current - 
landscape is that decisions about housing, new housing policies trans~ortation. social services, and retail and 

represent a path to comAercia1 development are 'made indepen- 
dently. To achieve the goal of socioeconomic economic 0ppo-V integration, communities must consider how 

for low-income all the pieces fit together. 

citizens, and the Initiative will be needed both from the public 
and private sectors. Business, religious, civic problem of poverty and philanthropic institutions have already 
contributed valuable leadership. More will be concentration within needed. Government and the private sector 

the region? 

A. Housing is important, 
but other strategies 
will also be needed. 

It is difficult to say with precision just how 
much the housing market and housing policies 
have contributed to concentrating the poor 
and the affluent in virtually different worlds. 
It is clear that the role has been substantial. 
We are convinced that improved housing poli- 
cies are a necessary step toward alleviating 
these concentrations. 

The Twin Cities has already begun to experi- 
ence some of the distress that goes along with 
poverty concentration and segregation. The 
problems are here. The time to take action is 
upon us. 

The need for urgency should be tempered by 
an understanding of the long-term conse- 
quences of housing policies. New policies 
should reflect a long-term view and should 
work together in a comprehensive strategy. 
Too many of ou r  current problems were 
caused by past solutions that failed to do so. 

Housing is only one part of the response to 
the Twin Cities' challenges, however. To deal 
with the problems of poor individuals and 
communities, the state and region will need to 
attend to a broad range of issues, including 
education, transportation, public safety, wel- 
fare policy and  economic growth-all of 

together must bring a clearer regional vision to 
challenges facing the Twin Cities. 
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Charge to the 
Committee on Housing 
Policy and Metropolitan 
Development 

Background: Legislators offered and debated 
several proposals during the 1993 Legislative 
session that addressed the growing social and 
economic polarization in the Twin Cities met- 
ropolitan area. One of the most controversial 
was approved by both the House and Senate 
before meeting with a gubernatorial veto. 

That bill attempted to correct a mismatch 
between the fast growth in new jobs in the 
outer rings of the metro area-particularly the 
southwest suburbs-and the need for jobs 
among citizens in the urban core. The full 
proposal included many interrelated strategies 
to correct this mismatch. One of the major 
provisions attempted to remove barriers that 
inhibit the diversity of housing choices, includ- 
ing low-cost housing, in some suburban com- 
munities. 

This proposal, and similar alternative propos- 
als, have shaped the terms of current discus- 
sion about metropolitan development and 
governance. 

Charge: The Citizens League study committee 
should  systematically examine the key 
assumptions behind the current proposals for 
new housing policies. Are the assumptions 
true? For example, what is the evidence that 
proximity of low-cost housing to jobs increas- 
es employment prospects for disadvantaged 
people? 

The committee should answer the following 
questions: 

1. Are there additional costs to society when 
poverty is concentrated? (Are 100 low- 
income individuals in one community more 
"costly" than ten low-income individuals in 
ten communities?) 

2. Does dispersing poverty help to ameliorate 
poverty? (Do low-income people find their 
chances of economic advancement improve 
when they live in socioeconomically mixed 
communities?) 

G5 

3. Should the metropolitan area adopt  an  
explicit policy of reducing the concentra- 
tion of poverty, and economic and social 
polarization, within the region? 

4. Do current housing policies contribute to 
the concentration of poverty? What other 
factors, such as race discrimination, con- 
tribute to polarization? 

5. To what extent d o  new housing policies 
represent the solution to the problem of 
economic opportunity for low-income citi- 
zens, and the problem of economic polar- 
ization? 

6. What should be the elements of a regional 
housing policy? 

7. Who should implement and enforce the 
policy? 

The assumptions to b e  examined and tested 
include the following: 

The  core  communit ies  of the  
Minneapolis-St. Paul metropolitan area 
are following the path of social and eco- 
nomic decline that has occurred in the 
larger cities of the U.S. Concentration of 
poverty produces negative social conse- 
quences. The middle class and private 
economy are fleeing from the concen- 
tration of poverty and its attendant ills 
to rapidly developing suburbs. 

Municipal policies and other factors 
have created exclusive housing markets 
in many affluent suburbs where jobs are 
growing the fastest. There is a pent-up 
demand for low- and moderate-income 
housing in these communities. If local 
zoning were relaxed, market forces 
would help supply appropriate housing. 

Geographic access to job-rich areas 
helps create employment. Even for 
socially and economically isolated peo- 
ple, proximity to jobs has a major posi- 
tive effect on employment. Increasing 
the supply of low-cost housing in fast- 
growth suburbs increases proximity and 
thus improves the employment chances 
of disadvantaged people. 

Suburban communities currently receive 
a disproportionate share of infrastruc- 
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ture  investment s u c h  as highway and 
s e w e r  a id .  It  i s  a p p r o p r i a t e  .for t h e  
region t o  enforce its housing policies b y  
extending o r  withholding infrastructure 
inves tment  a n d  property-tax relief t o  
municipalities. 

Committee Membership 

The committee was chaired by Randy Peterson. A 
total of 73 committee members took an active part 
in the work of the committee. In addition to the 
chair, they were: 

Edythe Abrahamson 
John S. Adams 
Leonard Adler 
Mary Anderson 
Tom Bellamy 
Marietta Booth 
Pauline M. Bouchard 
John Burger 
Jim Casebolt 
Erwin J. Chorn 
David T. Christianson 
John T. Clawson 
Walt Cooney 
Pat Cragoe 
Pat Davies 
Fran Davis 
Jagadish Desai 
Dirk DeVries 
Robert R. Distad 
Ron Dody 
W. D. Chris Donaldson 
Bright M. Dornblaser 
James E. Dorsey 
Kimberly Erickson 
Linda Ewen 
Hugh Faville 
Miriam Goldfein 
Sally L. Graven 
Walter Griffin 
Jeffrey R. Hazen 
Steven T. Hetland 
Fred Hoisington 
Ma jorie C. Hols 
Dave Hutcheson 
Sharon A. Johnson 
Edwin Gary Joselyn 
Larry E. Kelley 

Margaret Kirkpatrick 
John A. Knutson 
Brent Korengold 
Gregory E. Korstad 
Dianna M. Krogstad 
Peter Lancaster 
Raeder Larson 
Lawrence E. Lee 
Kathleen Lewis 
Richard Little 
Dean A. Lund 
Mary Ann McCoy 
Anthony Morley 
James L. Myott 
William K. Nelson 
Jim Newland 
Patrick R. O'Leary 
Edward C. Oliver 
Andrew Parker 
Barbara L. Portwood 
Mark A. Pridgeon 
Donald J. Priebe 
Ron Salmela 
Cynthia Schaedig 
Heidi Schneider 
Clarence Shallbetter 
Glenn Silloway 
Erika Sitz 
Archibald Spencer 
Kenneth E. Stabler 
James M. Stanton 
Steve Thomas 
Mary Ann Van Cura 
Barbara J. Van Drasek 
Alice E. Wilcox 
Elvin Wyly 

Committee Meetings and 
Resource Speakers 
The committee met for the first time on August 18, 
1993 and concluded its deliberations on February 
23, 1994. During its 22 full group meetings, the 
committee studied a variety of printed materials 
and heard from the following resource speakers: 

John S. Adams, professor and  chair  of the  
University of Minnesota's geography department 
and a professor of planning and public affairs at 
the Humphrey Institute of Public Affairs. 

Bill Allexsaht, director of social services for 
Loring-Nicollet Bethlehem Community Centers, 
Minneapolis. 

Charles Ballentine, research division manager of 
the Metropolitan Council. 

Oliver Byrum, former director of planning for the 
City of Minneapolis. 

John Brandl, professor of public affairs and plan- 
ning at the Humphrey Institute, University of 
Minnesota. 

Natalio Diaz, director of the transportation divi- 
sion, Metropolitan Council. 

Tom Fulton, president of the Minneapolis-St. Paul 
Family Housing Fund. 

Edward Goea, associate professor in the housing 
program at the University of Minnesota. 

Tom Luce, assistant professor of public affairs and 
planning at the Humphrey Institute, University of 
Minnesota. 

Jeanne Massey, director of the South Hennepin 
Regional Planning Agency for Human Services. 

Bruce McFadden, volunteer member of the man- 
agement committee of the Northwest Hennepin 
County Success-By-6 Initiative and co-chair of the 
Initiative's transportation committee. 

Bill McMahon, planner in the City of Minneapolis 
planning department. 

John Middleton, director of the Job Wheels p~ 
gram, Loring-Nicollet Bethlehem Community 
Centers, Minneapolis. 

Michael Munson, principal research planner at 
the Metropolitan Council. 

Myron Orfield, State Representative (DFL- 
Minneapolis). 
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Tim Pawlenty, State Representative (IR-Eagan). 

Peter Rode, research d i rec tor  a t  t he  Urban 
Coalition. 

James Solem, commissioner of the Minnesota 
Housing Finance Agency. 

Timothy Thompson, litigation director for Mid- 
Minnesota Legal Services, a n  organization that 
includes the Minneapolis Legal Aid Society. 

Mark Ulfers, executive director of the Dakota 
County Housing and Redevelopment Authority. 

Douglas Tenpas, mayor of Eden Prairie. 

A subcommittee of the full study committee 
also read and reviewed a body of scholarly 
research o n  poverty, housing and urban 
decline. The members of this subcommittee 
were: 
Pauline Bouchard Mark Pridgeon 
Jim Casebolt Ron Salmela 
David Christianson Archibald Spencer 
Walt Cooney Kenneth Stabler 
Fran Davis James Stanton 
Margaret Kirkpatrick Steve Thomas 
John Knutson Barbara Van Drasek 
Kathleen Lewis Elvin Wyly 
Richard Little 

Public participation 
The Citizens League used several methods to 
share the work of the committee publicly 
throughout the process, and to invite public 
comment. 

In addition to the 73 members who served 
officially on  the committee, 41 were corre- 
spondent members. These correspondents 
received all meeting minutes, and were invited 
to attend meetings as observers. 

The full texts of meeting minutes were avail- 
able on Citizens League On-Line, a computer 
bulletin board opera ted  by Twin Cities 
Metronet. This is a free service available to 
any computer user with telecommunications 
capabilities. 

In the early stage of the study, the League 
held a series of Speak Ups! on  housing. Two 

of these meetings were held with League 
members who were interested in the issue but 
who did not participate in the full six-month 
study. The rest of the meetings were held 
with groups of citizens who are closely affect- 
ed by the issues under study. More than one 
hundred participants provided information and 
guidance to the committee, and the League 
acknowledges their valuable contribution. 
Below is a list of many of those of attended or 
registered for Speak Ups! (acknowledgment on 
this list d o e s  not  imply the individuals' 
endorsement of the final document): 

Janet Abele 
Julie Ackstrom 
Lynn Allen 
Judy Alnes 
Denise Anderson 
Travis Anderson 
Gary Armstrong 
June Audette 
Pam Baglien 
Laurel Bahn 
Celia Barnes 
Veronica Beach 
Emma Beamon 
Judy Bednarek 
Elaine Biskupic 
Michael Borowiak 
Dominick Bouza 
Gary Briggs 
Alice Bubb 
Merrill Busch 
Gary Capouch 
.Daniel J. Cermak 
Dana Chatman 
Ann Cieslak 
Sherry Coates 
Sheila Covin 
.Bobby Cox 
Ken Cramer 
Zach Cybulski 
Anita DaHinten 
Eva Daumann 
Kelly Day 
Gregory Deckert 
Frank Dunbar 
Lynn Durfee 
B N C ~  Ekdahl 
Eva Eldeen 
Sylvia Elrod 
Mary Jo Engrav 
Joe Errigo 
Marilou Fallis 
Shirley Ferraro 
Joon Fong 
Bill Gerst 
Wendy A. Geving 

Delaine Glunz 
Elizabeth Goebel 
Marilyn Greene 
Marie Grimm 
Barbara Guettler 
Nancy Hackbarth 
Jim Halverson 
Jean Hammink 
Larry Haqq 
Nadine Haqq 
L.C. Haslet 
Conrad Hauff 
Sharon Hauff 
Dorothy Heins 
Tim Heins 
Bill Hilz 
Leo Hoffman 
Venetia Jarrett 
Evert Jarvis 
Gene Johnson 
Gordon Kegler 
Pat Kegler 
Mark Keilen 
M.S. Khan 
Virginia Lanegran 
Donna Larson 
Shirley Lauritson 
Chuck Lindemann 
Darralu Lindholm 
Howard Madson 
Paula Maluski 
Ann Manning 
Jeanne Massey 
Douglas Mayo 
Barbara J. Namen 
William Nelson 
Don Ogilvie 
Kay O'Keefe 
Craig Okins 
Gary Oleisky 
Ed Oliver 
Sharon Opdyke 
Emilio Ortiz, Jr. 
Gary Pagel 
Michelle Pecukonis 



Appertdix A - Work of the committee 68 

J.R. Perez 
Nancy Perry Pool 
Carolyn Press 
John Pyka 
Nancy Reeves 
Jock (Peter) Reichel 
Stonewall Richmond 
Pat Rife 
Mary Rippe 
Rosie Rodgers 
John Rohrman 
Linda S. Roland 
Laura Roller 
Daniel J. Ronning 
Gloria Ross 
Wayne Ross 
Arline Satrom 
Steven C. Schachtman 
Steve Schenk 
John Selkirk 
Suzanne Selkirk 
Walt Shaw 
Laura Sheak 
Donna Simpson 
Patrick Spangler 
Doug Spiotta 
Marcea Staten 

Pat Steiger 
Sue Stepka 
Linda Strong 
Paul Strong 
Pam Stocking 
Mark G. Sween 
Stacy A. Swenson 
Andrea Tate 
Dennis Tebbin 
Anna Thomas 
Susan Thoreson 
Imogene Treichel 
Blaire Tremere 
Eileen Troseth 
James E. Thurstin, Sr. 
Vicki Toepper 
Russ Unger 
Susan VanDervere 
Johnny Vega 
Joe Wallin 
Vic Ward 
Fern White 
Barbara Wildenbring 
Rep. Tom Workman 
Harry Yaffe 
Deb Ziehl 
Marlene Zigas 

Several community organizations convened 
these Speak Ups! in cooperation with the 
League. We acknowledge their leadership 
and assistance gratefully: 

Community Action for Suburban Hennepin 
(CASH) 
Fourth Baptist Church (Minneapolis) 
Medtronic, Inc. 
Minnesota Multi Housing Association 
Neighborhood House (St. Paul) 
Northwest (Minneapolis) YMCA 
Project for Pride in Living 
St. Paul Police Department 
West Hennepin Regional Planning Board 
Westminster Corporation 

Committee and other Citizens League mem- 
bers moderated and hosted Speak Ups!. They 
were: 
Leonard Adler Kim Erickson 
Tom Bellamy Richard Little 
John Clawson Barbara Lukermann 
Pat Cragoe Pat O'Leary 
Pat Davies Ed Oliver 
Chris Donaldson Heidi Schneider 
Bright Dornblaser Mary Ann Van Cura 
Jim Dorsey 
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Speak Ups! on Housing 
Policy and Metropolitan 
Development 

Summary of Discussions 

The ptirpose of these Speak Ups! zuas to engage 
Citizens League members and other citizens in 
discussion abotit the study topic. We were espe- 
cially interested in speaking with people who' 
have lozu incomes and who thtis have experi- 
enced the problem of hotsing aflordability f i n& 
hand. Twelve Speak Ups! were conducted, two 
with grotips of League members and 10  in 
cooperation with other com munity organiza- 
tions. 

m e  discussions were in formal, and interview 
questions vaned from meeting to meeting. m e  
basic set of questions is incltrded on the last 
page of this appendix. 

Participants were diverse in their experiences, 
race, gender and residence. Abotrt half were 
persons of color. Some individuals had disabili- 
ties. Many were single parents, mostly single 
mothers. 

Themes, issues and policy implications 

The discussions were remarkably varied. Our 
first observation is that it is impossible to gen- 
eralize about the experiences or preferences of 
the people we spoke with. However, a few 
very broad themes did emerge. They are: 

There is a shortage of affordable housing, 
and the shortage allows landlords to 
neglect their maintenance responsibilities, 
and treat tenants unkindly. People fear 
losing their apartments, knowing how 
hard it would be to find another, so they 
have little control over the ill-treatment. 
Poor housing quality and disrepair is a 
major problem. 

There are barriers in the system to find- 
ing and paying for housing-waiting lists, 
application fees and various income 
requirements. There appears to be  a 

group of people who "slip between the 
cracks." Their incomes are too high to 
qualify them for assistance or  a case- 
worker to negotiate the system, but they 
may be poor enough to have little expe- 
rience in negotiating all the processes. 

Fear of crime and violence is a major 
concern for both city and suburban par- 
ticipants. 

People talked about the importance of 
attitudes and values. When deciding 
where to live, they seem to want an area 
that reflects values and attitudes that are 
compatible. People can have similar 
income situations, but hold very different 
preferences. 

We heard many comments about racism, 
class consciousness and the stigma asso- 
ciated with being poor and living in s u b  
sidized housing. Poor kids, especially, 
are seen to  be  treated differently by 
neighbors, teachers and police. Adults 
say they are labeled and treated coolly, 
especially when people find out they live 
in certain low-income apartment com- 
plexes. 

The Minneapolis Public Schools are not 
well-respected. Many people said that 
they had chosen to live in the suburbs 
because they didn't want to send their 
children there. Concerns about the chil- 
dren's safety appeared to drive their 
views. A few participants acknowledged 
that they had negative perceptions even 
though they had no personal experience 
with the district. 

Transportation is a big problem for low- 
income people, especially those in the 
suburbs. There was consensus that if 
you live in the suburbs, you simply have 
to have a car. 

There was n o  unanimity at all about 
whether residential location affects job 
prospects. However, there was a clear 
message about the importance of a hav- 
ing a job. 

The conversations pointed to several issues 
pertinent to our study. First, the problem of 



stigilla points to the need for housing altema- 
tives t11:lt don't concentrate low-income people 
together in readily-identifiable complexes. 
Second, it is clear that the shortage of afford- 
able housing is, in effect, an "absence of com- 
petit ion" that allows property owners  to 
provide poor customer service with impunity. 
Third, these discussions did not point to any 
clear conclusions about whether active inter- 
ventions to "disperse" poverty would be effec- 
tive o r  welcome. The  discussion did 
underscore how much people want to make 
their own choices about where to live. 

Highlights of discussions 

COMMUNITY ACTION FOR SUBURBAN 
HENNEPIN (CASH) 
Hopkins Family Resotrrce Center 
September 28, 1993 
Sharon Johnson, host 
Mary Ann Van Cttra and Bright DornbIaser, 
moderaton 
Nttmber Attending: 11 people (commtrnity resi- 
dents, most of whom were low-income) 

It is hard to find affordable housing in the sub- 
urbs. The rents in Plymouth are so high that 
the units don't qualify for Section 8 certificates. 

People are being forced out of their homes to 
make way for higher-income people. The 
landlords want to raise rents. (In one example, 
a landlord tried to raise the rent to just above 
the level that would be allowed under the 
Section 8 certificate program, in order to "get 
rid of" the Section 8 tenants. Several tenants 
sued the property owner and won.) 

There were several complaints about treatment 
by landlords. Several participants believed that 
many landlords judge applicants on  the basis 
of race. Many landlords fail to give out the 
Form CRP. A tenant organizer said that this 
happens because the housing is substandard, 
or  the landlord isn't claiming the income; if the 
CRP were filed, the housing inspector and the 
IRS would find out. Landlords can exert a 
great deal of control. Waiting lists for subsi- 
dized housing are very long, and several par- 
ticipants said that the landlords' preferences 

rule, citing instances when their names mysteri- 
ously dropped from the waiting list while the 
landlord's friends got in. 

Landlords are sometimes intrusive; in one  
case, a landlord showed up at a prospective 
tenant's apartment and conducted a "white- 
glove" inspection, including looking inside the 
refrigerator and inquiring whether the children 
were allowed to draw on the walls. In another 
case, a property manager laid down severe 
rules. For example, tenants had to get prior 
written permission from the management to 
have a guest stay overnight. "There is a con- 
cept that people in subsidized housing have no 
rights," one participant said. Because most 
tenants fear eviction, they allow the inappro- 
priate treatment to continue. 

Low-income areas are developing in the sub- 
urbs. There was a perception that suburbs are 
trying to "put all the low-income people in one 
area s o  they can keep  an eye on  people." 
Some low-income apartment complexes 
become known as "bad," then all the resi- 
dents--even the ones who aren't a problem- 
get stigmatized. For example, people refer to 
the "Kimberly ghetto" (a low-cost apartment 
complex in Brooklyn Center). The kids are 
treated differently in school. Low-income 
housing in general is unfairly stereotyped. 
One participant said that her complex is very 
well-organized, with strict rules and a crime- 
prevention block club. 

Suburban schools d o  not have much aware- 
ness regarding people of color. There are also 
a lot more expenses in suburban schools- 
football clinics, gym suits, class pictures-and 
more peer pressure because most kids have 
money. "You run into a lot of class conscious- 
ness," one person said. "St. Louis Park does 
not like low-income people," said another. 

Transportation from one suburb to the other 
involves going through downtown first. There 
are no  direct bus lines. The consensus was 
that "you have to have a car." 

Everyone at the meeting said they would like 
to own a home if they could. Barriers to own- 
ership included qualifying for the mortgage 
and accumulating a down payment. 

Why did they choose to live in the suburbs? 
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All participants mentioned the schools. Others 
said they don't like downtown and are more 
comfortable in a suburban environment.  
Several mentioned fear of crime in the central 
city. "Bouza said gangs won't come here, but 
they crawled in like roaches and now they're 
here," said one person. Part of the crime prob- 
lem is people's attitudes. Only a small percent- 
age  of people  in north Minneapolis a re  
committing crime, but the general attitude is 
that the community is lost. Several comments 
implied that police a re  not adequately 
responding to the concerns of these communi- 
ties. 

One participant claimed it was no fun being a 
low-income person, but you just have to try to 
d o  the best you can. "Whatever job you can 
get, you take, whatever you have to d o  to get 
there, you'll do," she said. 

ST. PAUL POLICE DEPARTMENT 
St. Paul 
September 30, 1993 
Lieutenant Gary Briggs, host 
Pat Davies and Dean Lund, moderators 
Number Attending: About 15 (police officers 
and civilian crime-prevention specialists) 

summary 

Several officers said that most people in the 
Twin Cities have stable incomes. There are not 
many people who are deprived of resources, 
and the image that poverty is widespread is 
overblown. People may choose to use their 
resources in a certain way, but everyone who 
wants food, shelter and medical care can get it. 
They said that there is no incentive for govern- 
ment and the charitable institutions to say the 
poverty problem is really small, because if all 
the social welfare clients were worked off wel- 
fare, the social workers would be out of a job. 

What happens when there is a concentration of 
poverty? The support base for people and 
families is gone. People become alienated. 
Crime tends to go  where it's tolerated. There 
is a lot of drug and alcohol abuse in these 
neighborhoods. There is no sense of commu- 
nity. Participants agreed that a big issue is atti- 
tudes; children of parents who are on welfare 
grow up assuming that they'll get on welfare 
too. They don't think about getting jobs. 

The system breaks down when people in poor 
communities know what the problem is but do  
not use the resources they have to solve the 
problem. We have  become  a nation of 
experts, where people look to professionals to 
solve their problems, one  participant said. 
Block clubs get people involved who nonnally 
would have remained quiet. "They're the tax 
base," one person said, "the people who go to 
work everyday." Organizing, such as in block 
clubs, lets people know they have control, and 
lets them get to know each other while k e e p  
ing the neighborhood nice. This approach can 
happen no matter what the makeup of the 
neighborhood is, but it did appear in one 
recent case that more attention was paid to a 
crime problem when there were middle-class 
white people in the area. 

Housing plays a big role in people's lives. "If 
you have a job, you maintain [your housing]. 
If you don't, you won't," one officer said. But 
they thought that there were no jobs in St. 
Paul, that "they're all going to  the suburbs." 
"What core cities need are jobs where people 
can make money and gain some self-esteem," 
one person said. 

Landlords have been abandoned by the sys- 
tem. There are  many programs to support 
homeowners, but not landlords. There are 
more and more cases of landlords walking 
away from buildings because costs have gone 
out of control (especially d u e  to  damage 
caused by tenants). The banks get the aban- 
doned buildings and give them to big con- 
glomerates to manage, and the conglomerates 
care even less than the original landlord, one 
person said. 

There are currently no consequences for bad 
behavior among tenants. A tenant can trash a 
unit and, as long as he or she has a Section 8 
certificate, cannot be turned away from hous- 
ing in St. Paul. HUD will reimburse a landlord 
for up to two months' rent to cover damage, 
but above that amount, the landlord pays, 
while there is no system to ensure that the ten- 
ant pays a fine for causing the damage. There 
should b e  rewards for good behavior and 
penalties for bad behavior. 

Busing to achieve school desegregation is "a 
failed experiment" that has destroyed neigh- 
borhood communities, some said. Others said 



that magnet schools have done a lot to build 
people's sense of ownership. However, all 
agreed that it isn't likely that the city will return 
to neighborhood schools. 

NEIGHBORHOOD HOUSE 
St. Pat11 
September 4, 1993 
Mr. Ezistolio Benavides, host 
Ed  Oliver and Mary Ann Van Ctira, moderators 
Ntimber Attending: Arotind 8 (low-income 
neighborhood residents, incltiding some czir- 
rently homeless) 

The Meeting 

There was a mix-up regarding the arrange- 
ments for the Speak Up!, so we arrived to find 
no participants. However, we went downstairs 
where dinner was being served to homeless 
and needy people from the neighborhood. We 
convinced about eight people to stay and par- 
ticipate in a discussion. The participants' com- 
ments included the following: 

Damage deposits and credit application fees 
are major barriers to securing affordable hous- 
ing. Low-income people have trouble gather- 
ing enough funds for these fees. 

The quality of housing was a major concern. 
Complaints included damage, unwanted pests 
and landlords' unresponsiveness to their 
requests for repairs. 

People complained of bad managers in public 
housing. Two people gave examples of man- 
agers entering apartments after tenants had left 
to rummage through their belongings. 

Applying for emergency assistance is a long 
process and requires disclosure of much infor- 
mation. By the time people are in the crisis sit- 
uation, they do not have any time to spare on 
all this process. 

People feel stuck in the same rut, unable to 
move or find employment. The waiting list for 
Section 8 housing is one year long. 

(There were two parents present with their 
children. One said that the family was "living 
on the street" and that part of the problem was 
that landlords wouldn't rent to people with 

teenagers. When one of the teenage boys was 
asked about school, he acknowledged that he 
was missing school but didn't care, because he 
hated school anyway.) 

One participant's final comment was to "get 
help quick." 

NORTHWEST YMCA 
Nezv Hope 
September 5, 1993 
Elaine Bisktrpic, host 
Pat OZeary and Janet Dtidroz~: moderators 
Nzim ber Attending: G (htimalz service profes- 
sio7?als) 

Participants were professional staff, including 
outreach workers, counselors and school leam- 
ing readiness counselors. They described their 
clients as "working poor." Many of the families 
are headed by single mothers with two part- 
time jobs, who are earning between $15,000 
and $17,000 and have no medical or other 
benefits. 

Summary 

What happens when poverty is concentrated 
geographically? In these poor areas, the chil- 
dren may be unsupervised, unclean and under- 
dressed; they lack self-respect and are low in 
social skills, the staff people said. "These fami- 
lies are endangered, basically living in fear," 
one person said. Mothers do all the shopping 
and errands before dusk because there is too 
much "craziness" in their neighborhoods. 
Many "older childrenn (some as young as 
eight) have become the supervisors. They pre- 
pare the younger ones for school and watch 
them when they get home, leaving no t h e  for 
their own studies. Kids are extremely vulnera- 
ble, easy targets for sexual abuse and drugs. 
"Predators prey on poor people." 

Concentrations of low-income housing, in 
Brooklyn Center, for example, have led to con- 
centrations of poverty and increases in crime. 
There is "major drug running." 

Many people in the surrounding areas are 
afraid the problems are going to take over their 
communities. The staff people said that white 
property managers are not maintaining the 
housing because the owners "figure if it 
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becomes run down enough the minority peo- 
ple will just move out." 

Poverty is different in the suburbs. There are 
no services, and affordable housing is scarce. 
Transportation is a major problem. 

Racism is one of the biggest problems in their 
community, participants said. "It's racist out 
here," one person said. Minorities can get 
along if they are homeowners and blend in by 
acting white. But "if you wear your hair in 
braids, forget it." The suburbs lack services for 
African Americans and many other minority 
groups (e.g., Jet Magazine, beauty services). 
Racism is an emotional drain on minorities. 
One participant said "integrate the cultures, not 
just the people. If you are unable to contribute 
your culture to the community, how can you 
get going?" Racism is an issue of power. 
"How can you confront the source of power? 
Are they [whites] ready to relinquish or share 
the power? ... People in the power positions are 
not held accountable." The growing polariza- 
tion is a set-up for violence, especially racial 
violence. Several people noted that the ten- 
sion is particularly noticeable in the schools. 

There was an overall consensus that the job 
prospects were not improving for the poor. 
There are many job openings in the suburbs, 
but they are mainly part-time jobs in the ser- 
vice industry, paying minimum wage and pro- 
viding no benefits. 

The people they work with don't want to 
move to Minneapolis. They are concerned 
about crime problems in the areas where hous- 
ing is affordable. Reasons for choosing their 
location included the reputation of the 
Robbinsdale schools (District 281), misconcep- 
tions and racism that lead to negative views 
about Minneapolis. "A lot of whites moved out 
to get away from black people," they said. "If 
suburbs are forced to take more low-income 
housing, the community will go into outrage." 

What about the prospects for dispersing pover- 
ty? The staff people said that it isn't enough to 
send one or two low-income or black people 
into a new community; that forces those peo- 
ple to "carry the burden of breaking down the 
walls." And don't put all the Section 8 housing 
together, they said. Instead, let people have 
certificates so they can choose where they live. 

WEST HENNEPIN HUMAN SERVICES 
PLANNING BOARD 
Minnetonkn Comnztl)?i[~~ Center 
September 1 1, 1993 
Bnice Larson and Lois Gu)?clen-o??, hosts 
Bright Dortzblnser nrzd Pat Crgoe, moclerntors 
Nzi m ber Attending: 8 (conrmti nity residents, 
mostly lozu-income) 

In response to the question about why people 
chose where they live, the common response - 
was "you'd have to pay me to live in the city." 
Participants said that they and others are 
scared of the increase in violence. "I love my 
children, and there are better ways to die, " 
one father said. They said that they do not feel 
secure or safe in the city. Another participant 
said she "fought tooth and nail" to keep the 
house during her divorce, so that she wouldn't 
have to move to the city. Another said he had 
fears about "what is happening with black peo- 
ple." 

Much of the available housing in the suburbs is 
newer, and therefore more expensive. But 
many people are willing to cut costs some- 
where else in their budgets in order to stay out 
of the city. 

Participants said consideration of schools was 
extremely important. The schools in the sub- 
urbs are more personable; parents know their 
children's teachers. 

It is easier to find handicap-accessible housing 
in the suburbs because the housing is newer, 
and there is more underground/indoor park- 
ing. A major factor in location choice for peo- 
ple with disabilities is whether Metro Mobility 
serves the location. 

Several participants talked about other aspects 
of public assistance, including Medical 
Assistance. A great deal of the financial pres- 
sure they face is a result of regulations about 
"spend-downs" and co-pays. If people make a 
little bit of money through work, or  if the 
spouse does, they can end up farther behind 
because of loss of medical benefits. It is diffi- 
cult to save for a down payment on a house 
because the savings would make them ineligi- 
ble for MA. Comments were also made about 
how the system forces you to lie; several par- 
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ticipants said they just accept that they have to 
lie. 

Purchasing a home is very difficult. It seems if 
you do  not have a personal contact to borrow 
the money from it is almost impossible, said 
one. Another said that if more people were to 
own their own homes the attitudes would start 
to change. A homeowner stated that his pay- 
ments are $35 less per month than when rent- 
ing. But there are costs involved in upkeep, 
and Fix-up loans are hard to come by. One 
person said she Feels bad that her home is not 
landscaped like the others in the neighborhood 
and wonders what the neighbors must say. 

Participants spoke about attitudes and values in 
their communities. One person used to live in 
north Minneapolis and "the attitude was differ- 
ent ... I saw people destroying things in the 
building on purpose." In her suburban home, 
"we're in subsidized housing but the attitudes 
are different ... wanted my children to see that 
there was hope." Kids in north Minneapolis 
thought they were stuck there and could see 
no hope, she said. One person said that if you 
were brought up with money that was what 
you would strive for and if you hadn't, you did 
not know what to strive for. 

The attitude issue is a two-way street. Several 
participants said that there was prejudice 
against them. They Feel that there is an  
assumption that "if you are on AFDC you are 
trash." 

At the same time, they said they'd be worried if 
more poor people were to move into their 
neighborhood. "I'm proud of where I live and 
I don't want the value of my neighborhood to 
go down," one person said. 

PROJECT FOR PRIDE IN LNING 
Minneapolis 
October 13, 1993 
Karen Law, host 
John Clawson and Kim Eric6on1 moderators 
Nir m ber Attending: 9 (neighborhood residents, 
mostly low-income) 

Summary 

Why did they choose to live where they live? 
There were a variety of responses. Some sin- 
gle moms thought about moving to the sub- 

urbs but found the rent way too high. They 
were told it was because of the higher proper- 
ty taxes. One woman tried to get Section 8 so 
she could move. The housing people told her 
to move first and then give them a call. She 
was scared to take the risk that they wouldn't 
help her and she'd lose everything. 

Many of the participants said they would Find 
living in the suburbs horrible. People living in 
the inner cities develop a different set of values 
and survival skills. "I'd die if you put me out 
in Lakeville," one person said. Another said "I 
wouldn't live any Further south than 15th 
Street. I love the city." 

One man talked about how housing is only 
one part of a larger issue. You cannot reverse 
years of neglect by giving someone a home in 
the suburbs, he said. In the city, people have 
the convenience of being close to the bus, the 
schools and shopping centers. They lose that 
convenience, and the Freedom just to walk the 
streets of their neighborhood and meet up with 
people similar to themselves. 

However, people also expressed concerns 
about their neighborhood, primarily concerns 
about crime and safety. A few had considered 
moving to the suburbs to escape these prob- 
lems, but transportation was a big problem, as 
were the problems of high rents and long wait- 
ing lists. Some of the participants said they 
avoid going out after dark. The drug traffic 
and drive-by shootings have become the norm 
instead of the exception. "Cheap rent will get 
you killed," one person said. 

In response to a question about the degree of 
racial segregation, participants said that they 
hadn't experienced much overt discrimination, 
although the more subtle version does occur. 
One woman said she mentioned a neighbor- 
hood she'd like to live in, and a Friend com- 
mented that "they won't let you live there." 

Nearly all participants said they would prefer 
to own a home if they could; they thought it 
would be cheaper to own than rent, and liked 
the idea of owning something they could pass 
on to their kids. Many stated they Felt undere- 
ducated on the processes of home ownership. 
One participant did own a home but lost it 
because there was a balloon mortgage on it 
that he did not know about. . 
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When the group was asked for their sugges- 
tions for better housing policies, they men- 
tioned making the owners and landlords more 
responsible, and tying low-cost housing with 
different kinds of support systems. "Housing is 
a social system," one person said. 

Participants acknowledged that the quality of 
inner-city life has decreased and that improve- 
ments are needed. One participant felt that 
improvements depend on the community, that 
everyone needs to stick together. "If you see 
something going down in the neighborhood 
somebody has got to pick up on it. You can 
clean up a lot of the riff-raff by working 
together," he said. "There are good and bad 
times and good and bad areas. Things are 
always changing." 

FOURTH BAlTIST CHURCH 
1250 Broadzuay Avenue, Minneapolis 
October 28, 1993 
Host: Pastor Don Groschel 
Moderatoc Kim Erickson 
Ntimber attending: 3 

summary 

This is a large church, with a congregation of 
about 1,800. The building is very large and 
houses two sanctuaries, a private school, a 
gym, an extensive education wing, a seminary 
and library. 

The church has been at its current location for 
many years. Broadway Avenue "used to be 
like a farm town," with people visiting their 
neighbors or going to the movies on Friday 
nights, and kids participating in youth activi- 
ties. Now crime and fear are problems. 
Participants expressed concern that while the 
neighborhood used to be occupied primarily 
by homeowners, it is now "mostly rental." 

Concentration of poverty in their neighborhood 
is responsible for many ill effects, the partici- 
pants said. The biggest problem is the "break- 
down in the family structure. Kids are not 
taught respect for authority or responsibility" 
and without that, it is difficult for them to do 
well in school or at work. Some neighborhood 
parents have enrolled their children in the 
church's school because they view it as a more 
disciplined and safe environment than the pub- 
lic schools. 

The congregation recently conducted a survey 
of its members. Most now live in the suburbs, 
primarily Crystal, New Hope, and Robbinsdale. 
The congregation is 99 percent white. The two 
percent who are people of color mostly live 
within the city. 

The congregation is seriously considering relo- 
cating the church to a suburban community. 
The primary reason is concern about crime and 
personal safety. There have been a number of 
automobile break-ins and other incidents of 
vandalism. Participants acknowledged that 
fears about violent crime "were probably more. 
perception than reality." 

The congregation is about 60 percent in favor 
of relocating, and support is higher among 
younger families. That has to d o  with "the 
instincts of parents to protect their children," 
one person said. However, the costs of such a 
relocation would be tremendous, including the 
loss they would take on their substantial prop- 
erty, and the difficulty of finding and paying 
for a suburban site. The issue will be taken up 
more in earnest once the congregation has 
found a new senior pastor, the search for 
which is now underway. It is expected to be a 
divisive question. 

The decision poses a dilemma in terms of the 
church's ministry. They realize that they are 
needed in the neighborhood, that residents 
there need spiritual resources in order to turn 
their lives around, and that those resources 
come from the message of the Gospel, partici- 
pants said. However, if they stay, that would 
require dramatically changing every aspect of 
their church, from music to programming. If 
they leave, it would simply mean "providing a 
different kind of ministry to our members, in a 
different community." 
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MEDTRONIC 
Corporate Center, FridIey 
Nouem ber 1, 1993 
Host: Pen izy Htr ltt 
Moderators: Lyle Wray and Janet Dzrdrow 
Attendance: 8 employees. 

Summary 

The factors that people considered when 
choosing their residence location included 
school districts, convenience to work, percep- 
tion of crime in the area and physical appear- 
ance of the neighborhood. Two people had 
recently moved to the Twin Cities from other 
parts of the country; they said that the area 
seems crime-free, though it may seem better 
than it is simply by comparison to other cities. 

The central cities should focus on  getting peo- 
ple to move back in, not on getting them dis- 
persed. Keeping middle-income people helps 
the tax base. What keeps people away? High 
taxes in the city, the "deplorable condition of 
the Minneapolis schools" and housing stock 
that doesn ' t  meet  people 's  needs.  The 
media-primarily television-have played 
alarge role in fanning the flames of crime fears. 

One  African-American participant said that 
racial diversity in a neighborhood is much less 
important than economic diversity. "I don't 
care if the neighborhood is all black, as long as 
there are some successful people there." A 
neighborhood should accommodate a variety 
of housing needs and circumstances, the group 
agreed. 

How can government encourage economic 
diversity in neighborhoods? The main goal 
should be to provide wider choices for people. 
City governments must look at the fact that 
"the taxes paid aren't proportional to the ser- 
vices delivered" and concentrate on  the value 
for the dollar. Incentives that rental property 
owners face should be changed to give them a 
reason to maintain their properties. Consider 
turning public housing over to tenants to own 
and control. Improve the quality of housing 
amenities; tear down every fifth house and 
make some of the homes and yards bigger, 
with more modern features. Pay more atten- 
tion to regional governance. Look at trans- 
portation improvements for central cities and 
suburbs, including reverse-commute options. 

MINNESOTA MULm HOUSING ASSOCIA- 
TION 
Edina Towers Residence 
Nowmber 4, 1993 
Host: MernmIl Bt sch  
Moclerators: Pat Davies and Dean Lt~ltd 
Attendance: 7 owners and managers of mt~lti- 
family rental hozising 

Summary 

The biggest single problem they face in trying 
to provide housing for low-income people is 
high property taxes. Property taxes account 
for 23 cents out of every dollar of operating 
revenue. High property taxes are causing 
property values to decline, and "that's why 
people are walking away from their properties 
and letting them go back to the banks," one 
person said. 

If Minnesota reduced its property taxes on  
rental property by 30 percent, the state would 
still be in the 90th percentile nationally. The 
state's property-tax system, which taxes rental 
property at a much higher rate than home- 
steads, redistributes money from the poor to 
the rich. The single-family homeowner pays 
very little of the total property-tax bill. In addi- 
tion to taxes being high, governments are also 
increasing the use of fees-partnership filing 
fees, inspection fees, license fees, rubbish 
removal fees. 

Participants said that they "used to only worry 
about keeping their buildings clean and occu- 
pied," but now they must worry about dealing 
with drugs, gangs and crime. They all employ 
full-time police and security officers to patrol 
their buildings. One participant said he was 
conducting various youth programs, including 
a $40,000 summer basketball clinic, in coopen- 
tion with social service agencies, simply as a 
self-interested strategy to keep the gangs out of 
his buildings (the properties are located in 
Minneapolis and inner-ring suburbs). One par- 
ticipant talked about having to remove bullets 
from the front door of one of the properties 
she was trying to turn around. 

Minnesota is facing these problems in part 
because the lenient welfare system is attracting 
outsiders, several participants said. "Sharing 
and Caring Hands will give out food, no ques- 
tions asked. The welfare check goes for spir- 
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its. They get a Section 8 certificate for housing. 
There are herds of people taking advantage of 
the system." 

There is some racism behind community com- 
plaints. "In some ways, I don't think the Twin 
Cities have learned to deal with diversity." 

The tenant every owner wants is one who pays 
what  is owed,  respects the property and 
respects the other residents. How do  we cre- 
ate a model for the $400/month unit for the 
good tenant? Changing the property-tax sys- 
tem is the first step. 

Concentration of poverty does cause problems, 
the group agreed. "They don't want to live 
that way ... We shouldn't concentrate all low- 
income people in o n e  place. Give them 
vouchers and let them go where they want." 
There are more vacant units than we realize. 
Counts of vacancy rates don't include vacant 
units controlled by the Resolution Trust 
Corporation, even though they are decent 
units. 

Rental property is a business. Capital will go 
where there are yields. But it must be man- 
aged as a business. So-called non-profit devel- 
o p e r s  spend  doub le  what  the for-profits 
do-they just call it "developer fees." They 
make every decision by committee and that 
means "lots of meetings and staff time and cof- 
fee and donuts just to decide what color the 
carpet will be," one person said. "We just 
make decisions. 'The carpet will be  blue. 
Next question.' You've got to make this a busi- 
ness, not a hobby or voluntarism." One partic- 
ipant said she'd like to teach the neighborhood 
groups how to manage properties and would 
do  it for free, but nobody has asked her to. 

The key to having a rental property that works 
is good site management. Good management 
can improve security and make people feel 
more secure. The Multi Housing Association 
conducts certification programs for site man- 
agers and maintenance managers that cover 
financial management, problem-solving and 
customer relations. 

Coop Northwest has worked with landlords 
and the business community to improve their 
rental communities. Changes were made in 
eviction procedures and reference disclosure, 
and the property owners are taking a more 
active role in working with police. "Problems 
tend to be pushed to where the law enforce- 
ment is unsophisticated," one person said. 

One participant described a development he 
had put together. The company provided the 
up-front construction and development capital. 
Once built, the ownership was transferred to 
the local government, but his company stayed 
on as property managers. The property taxes 
were waived. It was a win-win: the local gov- 
ernment got a good rental property with no 
up-front risk and no  ongoing management. 
responsibility, while the operating company 
got a tax break. 

WESTMINSTER CORPORATION 
St. Paul 
November 22, 1993 
Hosts: Jtidy Alnes and Joe Errigo 
Moderators: Jeff Hazen and Steve Hetland 
Attendance: Abotit 70program directors, site 
managers, maintenance and office staff 

Summary 

"Part of the beauty of America is that you get 
to choose where you live," but government 
policies now restrict choice, the group said. 
People should have more choices. However, 
we shouldn't assume everybody wants to live 
in the suburbs. Even those who do need the 
support of the community. 

Transportation is a critical factor. Most of 
Westminster's suburban housing is for elderly 
people; counties provide transportation to 
seniors but not to families. The organization 
has trouble filling very nice units in Rosemount 
because there is n o  transportation available. 
"If you put housing in suburbs away from 
transportation, it just won't work." 

What would be the ideal vision for housing 
that supports a family's long-term well-being? 
One participant spoke personally about being 
employed but still having little money. "We 
want a safe place for the kids, a good school 
system and low rent." Others said that the 
Section 8 program is the ideal model, if people 
use the features like training and education. 
The problem with Section 8 is that it doesn't 
provide enough to allow a person to save for a 
downpayment on their own home. An ideal 
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housing situation should also be convenient to 
or  linked with other services such as child 
care. 

The media and society pressure people to be 
"high class" and keep up with others, rather 
than encouraging people to d o  their best and 
respecting people of all incomes. Low-income 
kids in wealthier communities may face pres- 
sure about their clothes and so forth; if kids get 
labeled "welfare" they get  discriminated 
against. But one person said "if you teach 
your kids good morals and values it won't mat- 
ter how the other kids dress." 

There is a great sense of pride and safety with- 
in ethnic communities. Residents at the Little 
Earth community feel lots of camaraderie. 
Policies shouldn't just isolate people, the group 
said. 

The entire community must be educated about 
providing housing to low-income people. The 
"ignorance factor" must be dealt with among 
merchants and other citizens. (Bloomington 
city officials recently referred to the residents 
of one lower-cost building as "you people.") 
Schools must teach tolerance to young people. 
Individuals must speak up about racial stereo- 
types and jokes. There should be  more incen- 
tives for people to get involved with their 
communities. 

The goal of housing policy should be to pro- 
vide decent, safe, affordable housing for all 
people, and to  provide freedom of choice. 
Westminster does these things better than most, 
a consequence of good management practices, 
policies and procedures. Site coordinators tai- 
lor services to residents, and try to make sure 
people have access to the services they need. 

The answer to the housing problem is "more 
than bricks and mortar." There are institutional 
barriers-policies and attitudes-that are very 
real and must be overcome. 

CJTIENS LEAGUE MEMBER SPEAK UP! 
Not~ember 16, 1993 
Host: Barbara Lz~kernznrz?~ 
Moderators: Len Adler a?zd Jim Dorsey 
Attendance: 9 League nzembers. 

Summary 

The group agreed about the danger of contin- 
ued deterioration of the core cities, with 
Minneapolis-St. Paul becoming like Detroit, 
Chicago or Cleveland. 

There was consensus that suburbs are subsi- 
dized at the expense of cities. Ideas about 
what can or should be done about it ranged 
from giving the Metropolitan Council greater 
powers on matters such as MUSA, zoning and 
tax distributions, to make suburban develop- 
ment more expensive, to letting free-market 
factors continue allowing people to move out 
if they wish. 

Many of the participants were nostalgic about 
how it was to grow up  in the Twin Cities-"if 
it could only be like it wasn-but most agreed 
that it will not be possible to go  back. 

There were strong feelings that overhaul of tax 
laws that .discriminate against the central cities 
is essential to any solution. , 

To bring the discussion to some conclusion, 
the moderators put several proposed actions to 
be considered: (1) should we, through gov- 
ernment action, slow expansion to suburbs 
and put efforts to rebuild the core cities and 
inner suburbs? (2) should emphasis be placed 
on development of incentives to enhance and 
overhaul existing housing and spur new low- 
cost housing, development of land use for 
industry and commercial use, and encourage- 
ment of "gentrification" of neighborhoods; or 
(3) should we seek distribution of low-cost 
housing in the suburbs, offering choice to poor 
inner-city residents? 

After heated discussion, option 2 was clearly 
the alternative of choice, with probably the 
greatest emphasis on the need to overhaul the 
way taxes are administered. If low-cost hous- 
ing could be  made economically feasible, if 
jobs could be brought into the cities (also to 
the workers) by land use overhaul and other 
incentives, existing transportation, schools and 



social services could be utilized more effective- 
ly. 

Let the low-cost housing in the suburbs be 
used for commercial and industrial workers in 
suburbs, but piit major emphasis on develop 
ment of cities. In this way, we would be giv- 
ing the cities the breaks that would encourage 
development and level the playing field, the 
group said. 

CITIZENS LEAGUE MEMBER SPEAK UP! 
November 1 G, 1993 
Host: Chris Donnldion 
Moderators: Tom Bellamy and Heidi Scbneider 

The disparity in housing opportunities is not a 
new issue, but was forecast as a problem 
decades ago. We need to acknowledge that 
w e  are  talking abou t  a totally opposi te  
approach t o  the  problem than what was 
addressed during the War on Poverty, when 
the focus was on keeping people in the inner 
city and locating services for them there. 

There are many kinds of subsidies being pro- 
vided: subsidies for people who buy homes in 
the suburbs through FHA mortgages and tax 
relief. There are subsidies for low-income 
units located in the city, and perhaps some 
major subsidies for developers. A renter in the 
Powderhorn area of Minneapolis has formed a 
'mother's union," which is lobbying to have 
foundation and grant money provided directly 
to poor individuals to apply toward their hous- 
ing expense, rather than to developers. 

Housing problems are a symptom of the tax 
imbalances in the system, the group said. A 
change in tax policy must be part of the whole 
picture for changing housing policy, and rental 
owners should not have to pay such a heavy 
tax burden. A flat rate for property taxes is 
what is needed to make housing more afford- 
able. 

A regional agency is needed to address these 
issues and break down barriers in the different 
communities that treat these problems individ- 
ually. The state should have ultimate enforce- 
ment power on housing policy. 
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Race and prejudice is central to housing policy, 
and will ultimately undermine all other efforts 
to counteract poverty. 

Poverty cannot be concentrated. Dispersal is 
essential so that children have role models and 
their ambitions are uplifted. The group agreed 
that there should be a policy to disperse pover- 
ty. However, there was less agreement about 
how to d o  that. Some expressed concern 
about government engaging in "social engi- 
neering," while others suggested that poor 
individuals be given money directly to make 
their own selections. 

An observation was made that we should not 
let the enormity of the task, or  the fact that 
there is little public support, deter us from 
seeking some sort of remedy. Even a small 
effort is better that none. 

Interview Questions for Outreach 
Speak Ups! 

Many experts have described changes in 
the Twin Cities, with bigger gaps between 
high-income and low-income people, and 
more neighborhoods where there are lots 
of people struggling financially. Have you 
noticed changes in your neighborhood/ 
community/service area? Are you con- 
cerned about the changes? 

2. (For human, service professionals and  
police staff: Are there added costs that go 
along with concentrations of poverty? Do 
you have any hypotheses about the nature 
of the relationship between poverty and 
other problems such as crime?) 

3. What d o  you consider when deciding 
where to live? How big o r  small a factor is 
consideration of the schools in the area? 

4. Is owning a home important to you, o r  not? 

5. Have you found any trouble locating the 
kind of housing you'd prefer? What were 
some of the roadblocks? What would you 
change about your housing if you could? 
(For human service professionals: What 
are some of the concerns your program 
participants have about their housing? Do 
they have trouble locating the kind of 



housing they'd prefer? What were some of 
the roadblocks?) 

6. From your experience, d o  your housing 
arrangements make a difference when it 
comes to meeting the goals you have for 
yourself and your family? (For example, 
does your housing arrangement help or 
hurt when it comes to finding the job you 
want?) (For human service professionals: 
Do housing arrangements seem to make a 
difference when it comes to your partici- 
pants' meeting the goals they have for 
themselves and their families? For exam- 
ple, does their housing situation seem to 
help or hurt their chances of finding the 
kind of job they want?) 

(For police staff: Does housing improve- 
ment lead to reversal of neighborhood 
problems such as crime, or does the rela- 
tionship seem to work in the reverse direc- 
tion? To what extent does the existence of 
publicly-assisted housing in a neighbor- 
hood have an impact? What seems to char- 
acterize neighborhoods that are successful 
are retaining a high quality of life? What 
characterizes the neighborhoods that don't 
do  so well?) 

8. What are some of the pleasures and diffi- 
culties of living in the suburbs (or city 
neighborhoods)? Do you think that more 
opportunities to live in the suburbs would 
be helpful to those living in the city now? 
(For human service professionals: What 
are some of the unique benefits and chal- 
lenges that low-income people face living 
in the suburbs? What are some of the 
unique challenges that service professionals 
like you must meet?) 

9. Some people have said that government 
should try to even out some of the eco- 
nomic differences between different areas 
in the Twin Cities. One suggestion is to 
require more low-cost housing to be pro- 
vided in the suburbs. What do  you think 
of that idea? 
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Map 4 

DISTRIBUTION OF RENTAL HOUSING 
BY MEDIAN PRICE RANGE - 1990 
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Map 5 
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Map 6 
Housing Submarkets in the Minneapolis-St. ~ a u l  Metropolitan Area 

Sotrrce: John S. Adams, from Otrr Changing CiIies, John Fraser Hurt, ed. Johizs Hopkitts Uttitlersity Press, 1991. 
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FIG. 7.2 Sectoral housing submarkets in Minneapolis-St. Paul. 
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Map 7 
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Map 9 
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