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The Issues: Deconcentrating Poverty or Destabilizing Neighborhoods? 

 

 Neighborhoods across America are roiling with a conflict created by public policy.  

At odds are federal policymakers who wish to deconcentrate assisted housing for low-

income and special needs households into areas where they are underrepresented, and 

citizens who wish to keep such housing out of their neighborhood.  One side sees the 

evils of concentrated poverty and the expanded opportunities and quality of life for 

residents when their assisted housing is located in low-poverty neighborhoods.  The 

other side sees an invasion of reputedly undesirable neighbors who will undermine their 

quality of life, security, and—perhaps most importantly—residential property values. 
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 Both sides typically have been myopic.  In their zeal to deconcentrate assisted 

housing, federal policymakers have often ignored legitimate concerns of affected 

neighbors, sometimes dismissing their complaints out of hand as uninformed or purely 

prejudicial.  In their knee-jerk, “not in my back yard-” style of opposition, prospective 

neighborhoods have often ignored the fact that deconcentrated assisted housing can 

have neutral or even beneficial effects on the neighborhood, when the program is done 

well.  This report tries to expand the field of view from both sides.   

 

Overview of the Report 

 

 This report explores the fundamental questions at the heart of the current 

controversy:  Does federally assisted housing of various types cause negative impacts 

on neighboring residential property values?  Do impacts vary across different sorts of 

neighborhoods?  How does the spatial concentration of assisted housing or the scale of 

the facility affect impacts?   

The report reviews and critiques existing studies that have attempted through 

statistical methods to quantify the impacts of federally assisted housing on proximate 

residential property values.  It considers impact studies related to: conventional and 

scattered-site public housing, Section 8 tenant-based assistance (now called Housing 

Choice Vouchers), Low Income Housing Tax Credit developments, and other federally 

assisted rental developments.  The report demonstrates that: 

 

? most existing studies suffer from severe methodological weaknesses that render 

their findings of questionable validity 

? a recent set of works overcomes these methodological weaknesses and yields 

an emerging consensus that focus on impacts that differ depending on 
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neighborhood context, scale of assisted housing facility, and concentration 

thresholds of subsidized households  

 

Why Previous Studies of Property Value Impacts of Federally Assisted Housing 

Come Up Short 

 

Previous research on the topic has not produced consistent findings.  A prime reason 

is that past statistical methodologies have been flawed in several serious ways.  Of most 

concern is the:  

 

? inability to distinguish the direction of causation between trends in neighborhood 

property values and the siting of assisted housing, i.e., whether assisted sites 

lead to neighborhood residential property decline or whether these sites are 

systematically developed in areas having property values that already are low 

and expected to depreciate in the future;   

? failure to control adequately for the idiosyncratic characteristics of the 

neighborhoods surrounding assisted sites that may affect property values 

independently 

? lack of tests for impacts that vary according to neighborhood context and 

concentration and scale of assisted housing 

 

A New and Superior Method for Measuring Property Value Impacts of Federally 

Assisted Housing 

 

A few years ago this author and colleagues developed an advanced statistical 

technique for assessing the property value impacts of federally assisted housing.  This 
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new technique measures the level and trend in home sales values in two sorts of 

neighborhoods during two periods: in neighborhoods surrounding assisted housing both 

before and after it was developed, and in neighborhoods where no assisted housing was 

developed, for the same years as above.  The method compares property values after 

the assisted housing was developed to what they would have been had pre-

development trends in the neighborhood persisted, adjusting for any metro-wide 

changes in trends occurring during the post-development period.   

This approach overcomes the shortcomings of prior approaches.  By measuring 

both level and trend of home values in a small neighborhood before an assisted 

household is present, this new method controls for the idiosyncratic characteristics of 

that area.  By relating post-assisted housing property value trends and levels in the 

affected neighborhood to those in larger, unaffected geographic areas, it controls for 

forces affecting all areas, such as metropolitan-wide changes in the economy.  By doing 

both, the model distinguishes the self-selection of assisted housing into weak 

neighborhoods from the ultimate consequences of such housing on these 

neighborhoods.  By explicitly measuring impacts in this manner across a variety of 

neighborhoods, assisted housing concentrations, and facility scales, the contextuality of 

impacts can be explored.   

This new method is not simply different; it is significantly better.  The previous 

method essentially produces a result like, “Within X feet of assisted housing sites 

property values are $Y different, though we can’t be sure what other factors within X feet 

may also be affecting values or whether these differences were already present before 

the assisted housing was present.”  The new method produces a result like, “Within X 

feet of assisted housing sites property values are $Y different from what they would have 

been had the assisted housing not been developed.” 
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Findings Employing the New Method 

 

Recently, a set of studies has employed this new method to investigate impacts 

of a range of federal housing subsidy programs, including scattered-site public housing, 

tenant-based Section 8, and LIHTC developments.  This body of work finds that a variety 

of residential property value impacts—ranging from positive to negative—can occur, 

depending upon assisted housing scale and concentration, and its neighborhood 

context.  In sum, assisted housing of various types: 

 

? had positive or insignificant effects on residential property values nearby in 

higher-value, less vulnerable neighborhoods, unless it exceeded thresholds of 

spatial concentration or facility scale;  

? evinced more modest prospects for positive property value impacts in lower-

value, more vulnerable neighborhoods, and strength of frequently negative 

impacts was directly related to the concentration of sites and scale of the 

facilities.   

 

Details of these findings are presented in Executive Summary Tables 1 and 2. 

 

Conclusions and Cautions 

 

 There appears to be no consistent impact of federally assisted housing on 

nearby residential property values; impacts are contingent on context, concentration and 

scale.  Studies using a new research method that overcome past shortcomings 

demonstrate that impacts can be positive, neutral, or negative, depending on the 
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characteristics of the neighborhood in question, the concentration of assisted housing 

units, and the scale of the assisted housing facility. 

Though these conclusions appear remarkably consistent over a range of 

federally assisted housing types in several cities, a major caveat is in order.  The method 

of investigating residential property value impacts advanced here is still in its infancy, 

and needs to be replicated for far more types of assisted housing in far more cites before 

the conclusions advanced above can be made with complete assurance.  In particular, 

we are, unfortunately, not at the point where we can define with confidence a metric for 

measuring neighborhood vulnerability to assisted housing, or identify precisely the 

thresholds of concentration or scale where negative impacts may ensue.  This 

constitutes the single most significant need for future research in this field. 
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Executive Summary Table 1  

    

Summary of Statistical Estimates of Residential Property Value Impacts: 
Scattered-Site Public Housing and Section 8 Tenant-Based Assistance 

(New Methodology)  

    

Neighborhood Context 
Dispersed Public Housing  

(Denver) 
Section 8 Subsidies  
(Baltimore County)  

       

Higher-Value,  
Less Vulnerable 

 
POSITIVE impacts if there are not 
more than 5 sites within 1,000 to 
2,000 feet 

POSITIVE impacts if there are not more 
than 3 sites within 500 feet. 

 

  

NEGATIVE impacts if there is more 
than 1 site within 1,000 feet or more 
than 5 sites within 1,000 to 2,000 feet 

NEGATIVE impacts if there are more 
than 3 sites within 500 feet (maximum 
number observed = 4) 

 
       
 
Lower-Value,  
More Vulnerable 

small POSITIVE impacts if there are 
not more than 4 sites within 1,000 to 
2,000 feet 

NEGATIVE impacts if any sites within 
2,000 feet. Size of impact grows with 
number of sites 

 

  

NEGATIVE impacts if there are more 
than 4 sites within 1,000 to 2,000 feet 

[Impacts slightly mitigated if the same 
number of Section 8 tenants are in 
fewer sites] 

 

    
Note: "site" is an address with one or more dwelling units occupied by assisted tenants  
    
Sources:     

     Galster, G., Santiago,  A., Tatian, P. and Smith, R. 1999.   
Assessing property value impacts of dispersed housing subsidy programs: final report   
Washington, DC: U.S. Department of Housing and Urban Development.  

     Galster, G., Tatian, P. and Smith, R. 1999.    
The impact of neighbors who use section 8 certificates on property values.   
Housing Policy Debate 10, 879-917.   
     Santiago, A., Galster, G., and Tatian, P. 2001.   
Assessing property value impacts of the dispersed subsidized housing  program in Denver.  
Journal of Policy Analysis and Management 20, 65-88.   
 



Effects of Federally Assisted Housing Programs on Neighboring Property Values          
 

9 

 
Executive Summary Table 2  

    

Summary of Statistical Estimates of Residential Property Value Impacts: 
LIHTC Developments 
(New Methodology) 

    

Neighborhood Context Cleveland Portland Seattle 

Moderate-Value,  
Less Vulnerable  

 
POSITIVE impacts during 
interim and post-
construction periods 

POSITIVE impacts during 
post-construction period 

  

N/A 
NO IMPACTS during 
interim or post-
construction periods 
within 301 to 600 meters 
unless the percent of 
LIHTC units exeeds 0.2% 
of all units in area 

NO IMPACTS during 
interim or post-
construction period within 
301 to 600 meters 

 
 
Lower-Value,  
More Vulnerable 

POSITIVE impacts 
interim and post-
construction periods 
within 300 meters if the 
number of LIHTC units 
per site does not exceed 
456 

N/A N/A 

  

NEGATIVE impacts 
interim period that 
outweigh POSITIVE 
impacts during post 
construction period within 
301 to 600 meters. Net 
NEGATIVE impacts at 
any facility scale. 

    
     
Note: "site" is an address of LIHTC development, which can have varied number of units 
Source:     
     Johnson, J. and Bednarz, B. 2002.   
Neighborhood effects of the Low Income Housing Tax Credit Program: final report 
Washington, DC: U.S. Department of Housing and Urban Development.  
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INTRODUCTION 

 

“Promoting the geographic mobility of low-income persons is a policy priority for HUD.” 

  Henry Cisneros, former U.S. Department of Housing and Urban  

Development Secretary (quoted in Hogan 1996) 

 

“Once you start messing around with people’s property values [by bringing in assisted 

housing], you’re asking for trouble.” 

  Ellen Sauerbrey, 1994 Republican candidate for Governor of Maryland  

(quoted in Waldron 1994) 

 

 Neighborhoods across America are roiling with a conflict created by public policy.  

At odds are federal policymakers who wish to deconcentrate assisted housing for low-

income and special needs households into areas where they are underrepresented, and 

citizens who wish to keep such housing out of their neighborhood.  One side sees the 

evils of concentrated poverty and the expanded opportunities and quality of life for 

residents when their assisted housing is located in low-poverty neighborhoods.  The 

other side sees an invasion of undesirable neighbors who will undermine their quality of 

life, security, and—perhaps most importantly—property values. 

 Both sides typically have been myopic.  In their zeal to deconcentrate assisted 

housing, federal policymakers have often ignored legitimate concerns of affected 

neighbors, sometimes dismissing their complaints out of hand as uninformed or purely 

prejudicial.  In their knee-jerk, “not in my back yard-” style of opposition, prospective 

neighborhoods have often ignored the fact that deconcentrated assisted housing can 
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have neutral or even beneficial effects on the neighborhood, when the program is done 

well. 

 In this report I will try to expand the field of view from both sides.  I start from a 

middle-ground premise: there are persuasive reasons to offer assisted housing options 

in non-poverty neighborhoods, but there are equally persuasive reasons for formulating 

deconcentrated housing policy in ways that recipient neighborhoods are not harmed.  It 

is unsound public policy either to provide all assisted housing in poor neighborhoods or 

for assisted housing to be delivered in such a way that it destabilizes and devalues 

lower-poverty neighborhoods, thereby eventually recreating poverty concentrations 

anew.     

 There is no doubt that numerous communities across the nation believe that the 

social costs associated with the in-migration of any sort of low-income, assisted 

households spell disaster for their neighborhoods’ property values (Evans 1996, U.S. 

Department of HUD 2001).  Well-publicized incidents of public protest crystallized 

around this issue have erupted during the last decade in such diverse metropolitan 

areas as Baltimore County, Buffalo, Dallas, Denver, Chicago, Minneapolis, Oakland, 

Philadelphia, and Pittsburgh.1   

 In this report I explore the fundamental questions at the heart of the controversy:  

Does federally assisted housing of various types cause negative impacts on neighboring 

residential property values?  Do impacts vary across different sorts of neighborhoods?  

How does the spatial concentration of assisted housing or the scale of the facility affect 

impacts?   

                                                 
1For illustrations and details, see Schill (1992), Husock (1994), Bovard (1994a, 1994b), 
Montgomery (1994), Goetz, Lam and Heitlinger (1996), Hogan (1996), Nichols and McCoy 
(1997),  Varady and Walker (2000), Popkin et al. (2000). 
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The report will review and critique existing studies that have attempted through 

statistical methods to quantify the impacts of federally assisted housing on proximate 

residential property values.  It will consider impact studies related to: conventional and 

scattered-site public housing, Section 8 tenant-based assistance (now called Housing 

Choice Vouchers), Low Income Housing Tax Credit developments, and other federally 

assisted rental developments.  The report will demonstrate that: 

 

? most existing works suffer from severe methodological weaknesses that render 

their findings of questionable validity 

? a recent set of works overcomes these methodological weaknesses and yields 

an emerging consensus about impacts that focus on neighborhood context, scale 

of assisted housing facility, and concentration thresholds of subsidized 

households; specifically, assisted housing has: 

? positive or insignificant effects on residential property values nearby in higher-

value, less vulnerable neighborhoods, unless it exceeded thresholds of spatial 

concentration or facility scale;  

? more modest prospects for positive property value impacts in lower-value, more 

vulnerable neighborhoods, and strength of frequently negative impacts was 

directly related to the concentration of sites and scale of the facilities.   

 

The report will discuss the extent to which conclusions about impacts may be 

generalizable across federal assisted housing program types and locations across the 

nation, and make recommendations about further research needed. 

 The report is organized as follows.  It begins with a discussion of the context of 

why the issue of neighborhood property value impacts of federally assisted housing is of 
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growing public concern today.  The second section provides a non-technical discussion 

of the various ways in which social scientists have attempted to measure the property 

value impacts of assisted housing, and where their methods have fallen short.  The third 

section provides a review of findings from key studies that employ appropriate methods.  

The final section draws conclusions from the review, notes caveats, and indicates future 

research needs.  

 

WHY IS THIS SUCH AN IMPORTANT ISSUE NOW?  

THE POLICY AND COMMUNITY CONTEXT 

 

The Federal Policy for Deconcentrating Assisted Housing  

 

 Federal housing policymakers have come to the conclusion that many past 

efforts to assist the needy with their housing have been misguided.  Over the last several 

decades there has been a swelling consensus that concentrating low-income families in 

large-scale developments designed exclusively for such people is usually a bad idea.  It 

is especially bad policy when these large developments are located in neighborhoods 

where poverty, crime, drug abuse, and other social problems are rampant. .  The 

scientific basis of this conclusion is beyond the scope of this report, but is summarized in 

Appendix I.  But to debate the scientific merits of the poverty deconcentration case is to 

miss the point: policy decisions clearly have been made to deconcentrate assisted 

housing, whether justifiable on the basis of research or not (U.S. Department of HUD 

2001). 

Indeed, multi-faceted efforts have been initiated to increase opportunities for 

assisted households to live in far less dense residential clusters of similar households 

that are located in far superior neighborhoods than have been typical in the past.  These 
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efforts have assumed different guises, depending on whether the assistance took the 

form of demand-side (tenant-based) or supply-side (building-based) strategies (Nenno 

1997).  Tenant-based subsidies issued through the auspices of the Section 8 (now 

called Housing Choice Voucher) Program emerged as the prime delivery vehicle for 

assisted housing in the early 1980s (Hartung and Henig 1997, Nenno 1997).  Today the 

program assists approximately 1.5 million households, more than any other federal low-

income housing assistance program.  As of Fiscal Year 2001, the program had 

witnessed three consecutive years of increasing appropriations involving tens of 

thousands of additional assisted households annually.  Under the program, qualified 

households pay 30 percent of their adjusted gross income towards rent, while the federal 

government provides an additional subsidy equal in value to the difference between this 

tenant contribution and the “fair market rent” for an appropriately sized apartment of 

medium quality.2  

Given that the tenant’s location choices were not prescribed in the Section 8 

program, federal policymakers’ concerned about deconcentration focused on how 

tenants could best be provided mobility information and counseling and how housing 

authorities could be encouraged to adopt procedures that would open up the widest 

feasible range of residential options.  By 1990, a set of new legislative and rule changes 

were in place that permitted recipients of Section 8 certificates and vouchers to use their 

subsidies elsewhere than in the issuing local housing authority’s jurisdiction (Goering et 

al. 1995; Peterson and Williams 1995).  Local housing authorities were also required to 

provide information and counseling designed to encourage Section 8 recipients to move 

to low-poverty neighborhoods. 

                                                 
2 The program details of Section 8 differ slightly, depending on whether it is the certificate or 
voucher variant.  For more, see Goering, Stebbins and Siewert (1995). 
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Two additional initiatives in the 1990s signaled the increasing federal 

commitment to deconcentrate Section 8 recipients (U.S. Department of HUD 2001).  In 

1992, Congress authorized the Moving To Opportunity (MTO) demonstration program 

(Ludwig and Stolzberg 1995; Goering et al. 1999).  In five metropolitan areas, this 

experimental program provided randomly selected, inner-city public housing residents 

with Section 8 subsidies, moving assistance and mobility counseling supplied by a non-

profit agency.  This experimental group was required to use their Section 8 subs idy in 

census tracts having no more than 10 percent poverty rates as of 1990.  Similar public 

housing residents who applied were randomly assigned either to another treatment 

group receiving a Section 8 subsidy but no mobility assistance or requirement that they 

move to a low-poverty neighborhood, or to a control group remaining in public housing 

from which they applied.  The results are to be evaluated over ten years to assess the 

efficacy of different mobility-enhancing strategies and the long-run impacts on recipients 

of having greater mobility (U.S. Department of HUD 1996; Goering et al. 1999).    

In 1997, HUD began another tenant-based mobility demonstration program in 16 

metropolitan areas.  Titled the Regional Opportunity Counseling Program, it involved 

infusing the regular Section 8 program with exemplary mobility assistance strategies, 

recruitment of more landlords into the program, and inter-housing authority collaboration 

within a metropolitan area.  It sought a comprehensive approach to help Section 8 

households select the most appropriate dwellings and neighborhoods from a wide array 

of jurisdictions across their metropolitan area (Turner and Williams 1998). 

As for supply-side assisted housing strategies, efforts to head off further 

concentration of assisted housing developments were instituted as early as the 1970s.  

“Neighborhood impaction” standards were promulgated by the U.S. Department of 

Housing and Urban Development (HUD) that forbade the construction of subsidized 

housing in neighborhoods that exceeded certain percentages of low-income and minority 
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residents (Gray and Tursky, 1986).  Fears that the scales of some public housing 

developments were so gigantic that they would create concentrated poverty regardless 

of the neighborhoods in which they were placed, led to initiatives for constructing small-

scale, widely scattered public housing complexes (Hogan, 1996).  Such “scattered-site 

housing” initiatives continue to this day, with local public housing authorities across the 

nation utilizing small apartment buildings, duplexes, and even single-family units for their 

tenants.  Some buildings are newly constructed, while others are developed through 

acquisition and subsequent rehabilitation (Turner and Williams 1998). 

Two additional reforms of the public housing program in the 1990s generated 

increasing pressure to deconcentrate assisted tenants: federal desegregation suits and 

HOPE VI.  During the 1980s, a host of suits were filed by minority residents against local 

public housing authorities and HUD, alleging various types of discriminatory and 

segregationist behaviors.  Of course, the long history of such actions by public housing 

authorities has been well-documented (Hirsch 1983, Goering 1986, Goldstein and Yancy 

1986, Bauman 1987, Coulibaly, Green and James 1998).  What was unusual about the 

1990s was that an exceptional number of such longstanding suits (over a dozen) were 

settled in short order during the early years of the Clinton Administration.  Most of these 

settlements involved the construction of scattered-site public housing and/or the 

issuance of Section 8 assistance to minority households in conjunction with mobility 

counseling (Popkin et al. 2000).  Often there was a court-mandated requirement that 

such Section 8 subsidies be used in low-poverty, low-minority neighborhoods. 

The second important public housing reform was the Urban Revitalization 

Demonstration, conventionally called HOPE VI.  Begun in 1992, HOPE VI focused on 

the most distressed, large-scale public housing developments, with goals to integrate 

them better into the surrounding neighborhood, create a more mixed-income 

environment on-site that promoted family self-sufficiency, and leverage a variety of funds 
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to achieve area-wide revitalization.  By 2000, the program’s roster included 129 

developments in 80 different cities (Kingsley, Johnson and Pettit 2001).  Program 

guidelines were flexible, and local public housing authorities developed idiosyncratic 

redevelopment schemes based on perceived needs and opportunities (Epps 1996).  Of 

most importance here, however, is that many HOPE VI plans called for deconcentration 

of former public housing residents into neighborhoods in which they had not previously 

resided, either through scattered-site new construction or Section 8 subsidies (Kingsley, 

Johnson and Pettit 2001).3 

 Thus, with both demand- and supply-side strategies, federal housing policy the 

1990s witnessed increasing emphasis on deconcentrating low-income households 

receiving housing assistance (U.S. Department of HUD 2001).  Not surprisingly, this 

emphasis has engendered mounting opposition at the community level. 

 

The Nature of NIMBY 

 

From the perspective of many prospective neighbors, whether deconcentrated 

assisted housing is good for the needy households participating or not is beyond the 

point.  “It probably is not good for me, my property values, and my neighborhood,” goes 

the conventional wisdom. 

Neighborhood opposition to moving in low-income tenants or assisted housing 

facilities is hardly new.  Indeed, it has been present from the earliest days of the public 

                                                 
3 Note that another form of supply-side program faced challenges during the 1990s that added 
yet further pressure to move assisted households.  Earlier generations of federal programs 
assisted developers of new and substantially rehabilitated housing set aside for a contractual 
period units for occupancy by low-income households.  Several of such complexes had fallen into 
such serious disrepair that HUD “vouchered them out:” tenants were given Section 8 vouchers for 
use with different apartments (Varady and Walker 2000).  However, this does not represent a 
powerful example of federal efforts to deconcentrate assisted households.  There were no 
restrictions on where displaced tenants could move, nor was mobility emphasized, tenants were 
only given the option of relocation counseling (Varady and Walker 2000). 
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housing program (Hirsch 1983, Bauman 1987, Sugrue 1996, Hogan 1996).  In the last 

decade, however, opposition has grown so much more strident and widespread (and 

perhaps more effective) that researchers and practitioners commonly use an acronym 

for it: NIMBY: Not in My Backyard (Freudenberg and Pastor 1992, Dear, Takahashi and 

Wilton 1996, Takahashi and Dear 1997).  In extreme cases, NIMBY has turned into 

attitudes of: NIABY (Not in Anybody’s Back Yard), BANANA (Build Absolutely Nothing 

Anywhere Near Anyone) and NOPE (Not on Planet Earth). 

The resistance to assisted housing facilities results from two types of 

processes—economic and non-economic, though in practice the two are often not easily 

separable (Lake 1993, Kaufman and Smith 1999).4  The economic reasons for opposing 

assisted housing relate to the alleged impact of these facilities on property values within 

the neighborhood.  It is widely accepted that property values reflect the overall quality of 

life in the neighborhood as well as the mix of local amenities (Grieson and White, 1989).  

Therefore, opponents claim that federally assisted housing will contribute to lower 

property values by purportedly reducing aspects of the quality of life in the 

neighborhood.   

For instance, any large-scale residential development, whether it is used for 

assisted housing or not, can create unwanted noise and congestion.  Assisted housing 

may represent the introduction of lower socio-economic class populations, and perhaps 

households in different racial and ethnic groups, into a neighborhood.  Another 

conventional idea is that residents of the new facility are more prone to criminal activity, 

especially if they are males, members of certain racial or ethnic groups, convicted felons, 

or recovering substance abusers.   A final reason is associated with the anticipated 

inferior management of the assisted housing, which results in poor upkeep of the 
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building and grounds and inadequate supervision and monitoring of tenant behaviors.  

All of these effects, it is argued, will lower the quality of life and be negatively evaluated 

by the housing market, resulting in psychic and pecuniary losses for residential property 

owners in the area. 

Empirical studies in a wide variety of contexts have emphasized that, indeed, 

such fears of eroding quality of neighborhood life, constitute the foundation of opposition 

to assisted housing of various types (Rocha and Dear 1989, Hogan 1996, National Law 

Center 1997).  Illustrative is the recent HUD report on eight case studies of community 

reactions to the Section 8 program (U.S. Department of HUD 2001).  By far the most 

frequent areas of worry related to disruptive tenant behavior and poor upkeep of the 

Section 8-occupied apartments.  Consequent declines in property value and increases in 

crime also emerged as prime issues in these cases.5 

While much community opposition has an economic motivation, there are also 

non-economic issues related to prejudices and ethics that can create staunch opposition 

to assisted housing.  Prospective neighbors may harbor biases against low-income 

people in general, especially if they are in certain racial or ethnic groups.  They also may 

dislike the in-movers because they deem them on moral grounds to be unworthy 

recipients of aid, and thus would be better housed in marginal or nonresidential parts of 

a city.  Or, residents may not oppose assisted housing or households in general, but 

may believe on the grounds of fairness that the proposed neighborhood already has its 

“fair share.”   

                                                                                                                                                 
4 Kaufman and Smith (1997) provide finer-grained distinctions: functional consequences, 
economic consequences, environmental consequences, and social consequences. 
5 The report is designed for use by local administrators of HUD’s Housing Choice Voucher 
Program (formerly Section 8) who wish to better understand potential community concerns over 
such assisted tenants in their areas.  It recommends increased understanding of legitimate 
community issues, boosting the quality of program administration, and engaging affected 
communities proactively. 
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 Ironically, concerns over the re-concentration of supposedly “deconcentrated” 

assisted housing and the resulting detrimental impacts on neighborhoods have not only 

been voiced by community opponents but by some researchers and federal 

policymakers alike.  Evidence from a variety of sources--the Freestanding Voucher 

Demonstration and administrative data from local Section 8 programs, MTO, the 

vouchering out of assisted housing projects, and HOPE VI site demolitions--have 

consistently revealed that Section 8 subsidy recipients tend to move into relatively few 

neighborhoods, unless they are strongly assisted in doing otherwise (Goering et al. 

1995, Hartung and Henig 1997, Fisher 1999, Turner and Williams 1998, Pendall 2000, 

Turner, Popkin and Cunningham 2000, Kingsley, Johnson and Pettit 2001).  There is 

also limited evidence to suggest that the clustering of Section 8 recipients reinforces the 

spatial pattern of supportive housing programs for mentally ill and other special needs 

groups  (Guhathakurta and Mushkatel 2000).  Thus, neighborhood concerns about the 

entrance of federally assisted housing may implicitly tap a (not unrealistic) fear that 

“once the door is opened, they all will come in.” 

 The potential “over concentration” of assisted households participating in 

reputedly deconcentrated housing programs is a recurrent theme in this report.  Several 

of the key studies reviewed investigate the degree to which assisted housing starts to 

create negative neighborhood property value impacts when it exceeds a threshold 

concentration.   
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HOW SHOULD ONE MEASURE THE RESIDENTIAL PROPERTY VALUE IMPACTS 

OF FEDERALLY ASSISTED HOUSING? 

 

 The challenges facing investigators of the neighborhood property value impacts 

of assisted housing are two-fold.  First, the analyst must carefully identify the magnitude 

of the statistical relationship between proximity to an assisted housing site and a 

residential property sales value, while controlling for other factors that may cloud the 

measurement of this relationship.  Second, to the greatest degree possible, the analyst 

must identify assisted housing as the cause of any measured effect on values, instead of 

vice versa.   This section describes how researchers have tried to meet these challenges 

and, unfortunately, typically fallen short.  It will discuss methodological issues in as non-

technical fashion as possible, for it is crucial to understand the comparative strengths 

and weaknesses of the different methods so the veracity of their conclusions can be 

assessed. 

 

Statistical Modeling of Residential Property Values and Assisted Housing: 

A Non-Technical Overview 

 

All major investigations of the impact of assisted housing on residential property 

values are based on a statistical model that attempts to explain the geographic variation 

in home sales prices according to characteristics of the neighborhood, the larger 

community, and the particular house being sold.  The model essentially decomposes the 

observed selling price of a single-family home into the unobserved, implicit prices paid 

for the home’s myriad attributes—such as rooms, yard size, fireplaces, maintenance 

levels, year of construction—as well as attributes associated with the home’s 

surroundings.  This latter set can include the quality of local public schools, the condition 
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of nearby properties, the proximity to shopping, the socioeconomic and racial 

characteristics of neighbors, and, of particular interest here, the proximity of assisted 

housing.  The idea is that homes with a different bundle of attributes will sell for different 

observed prices, and that a home’s sales price can be predicted by measuring the 

amount of each attribute present and multiplying that amount by its implicit price.  By 

adding up the implicit values of the different attributes of a house, one can arrive at its 

observed sales price. 

The method for decomposing home sales prices into implicit prices of attributes 

is a statistical technique known as multiple regression analysis .  In this technique, a 

sample of home sales is drawn and as many attributes of each home and its environs as 

feasible are measured.  Home sales price becomes the “dependent” variable in the 

regression model, and the attributes become the “independent” (or explanatory) 

variables.  The multiple regression computer algorithm estimates numerical coefficients 

for each attribute variable, finding the set of coefficients that provide the “best fit” 

between the observed house prices and those that would be predicted by the model.  

These estimated coefficients can then be interpreted as the implicit prices of these 

attributes. 

Thus, should a regression of home sales prices on the properties’ housing and 

neighborhood attributes produce, as illustration, a negative coefficient of $1,000 for the 

attribute “age of the home, in years” we would interpret this to mean that the market 

does not value older homes as much as newer ones, all else equal, inasmuch as each 

year older a home grows its expected value falls by $1,000.  Similarly, if our regression 

were to estimate a positive $5,000 coefficient for the attribute “a park is within two 

blocks,” it would signify that the market valued proximity to parks, on average, by 

$5,000.  For the purposes of this review, I focus attention on the coefficient estimated for 

a particular attribute, typically specified as: “distance to an assisted housing site.” 
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It is important to realize that a coefficient of an individual variable is estimated 

independent of the effects of all other attribute variables specified in the regression 

model.  That is, one can interpret these coefficients as the additional impact on observed 

sales price that is contributed by the given attribute, controlling for the effects of all the 

other attributes.  A crucial implication is that the accuracy of results for any attribute is 

greater if one can control for as many attributes as possible, by entering them as 

variables in the multiple regression.   

 

Previous Studies of the Property Value Impacts of Assisted Housing 

 

 An Eroding Research Consensus  

 

From the 1960s through the 1980s, at least a dozen scholarly studies 

investigated the question of whether assisted housing for low-income households 

generated a negative impact on neighboring single-family property values.6  The 

preponderant conclusion reached by these studies was that there was no sizable or 

statistically significant negative impact, while two studies even concluded that there was 

a positive impact.  Nourse (1963) found that home prices rose faster in St. Louis 

neighborhoods surrounding newly built public housing than in control neighborhoods.  

De Salvo (1974) concluded that developing Mitchell-Lama apartment complexes led to 

much faster rates of appreciation in the low-moderate quality submarkets in which they 

were located compared to control areas.  Warren, Aduddell, and Tatalovich (1983) 

claimed that positive externalities associated with privately owned, federally subsidized 

                                                 
 
6See Varady (1982), Matulef (1988), Martinez (1988), Puryear (1989) and Freeman and Botein 
(2002) for reviews.  A related strand of literature, the impacts of group residences for individuals 
with special needs, is not considered here.  For a review, see Galster and Williams (1994). 



Effects of Federally Assisted Housing Programs on Neighboring Property Values          
 

15

apartment complexes resulted in higher median property values in the Chicago census 

tracts where they were located (though the opposite was true for concentrations of public 

housing in minority neighborhoods).  In the only study hinting at dissension, Guy, 

Hysom, and Ruth (1985) found that new, Fairfax County townhouse clusters’ prices  were 

directly related to distance from two privately owned, mixed-income apartment 

complexes subsidized by the federal Below-Market Interest Rate (BMIR) program.   

Since 1990, however, the conventional consensus of no negative impact has 

eroded.  Statistical studies of this period have typically come to diametrically opposed 

conclusions about how a particular federally assisted housing program effects nearby 

property values, let alone what the effect of such programs as a whole might be.  This 

welter of conflicting conclusions in summarized in Table 1. 

[table 1 about here] 

A classic illustration of apparently inconsistent effects from the same program is 

provided by Cummings and Landis (1993).7 They studied six affordable housing 

developments built by the San Francisco Bay-area non-profit organization, BRIDGE.  

Although they found no local property value impacts from three developments and 

positive impacts from two, one was observed to lower sales prices within a half-mile by 

$49,519 per home!   

Goetz, Lam, and Heitlinger (1996) studied property values near several types of 

subsidized rental housing developments in Minneapolis.  They concluded that each 100 

feet closer proximity to a private, non-profit owner’s 8 subsidized rental development 

raised home sales prices by $86 a dwelling, but each 100 feet closer to a subsidized 

                                                                                                                                                 
 
7 These studies are summarized in more detail in Freeman and Botein (2002) 
 
8 Minnneapolis Community Development Corporation. 
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rental development run by a private, for-profit owner (such as site-based Section 8) 

reduced sales prices by $82 per dwelling.   

Lyons and Loverage (1993) investigated the impacts on home assessed values 

of 120 locations where federally assisted tenants resided in St. Paul, Minnesota.  They 

found that each subsidized tenant residing within one-quarter mile of a single-family 

home reduced the assessed value of that home by a statistically significant $21; each 

such tenant within two miles reduced it by $5.  Adding an additional proximate site where 

one or more subsidized tenants lived reduced assessed property values $1,585 if they 

were located within one-quarter mile.  Moreover, this reduction in assessed value fell 

with distance from subsidized site until it reached $609 if the sites were within two miles.   

Lyons and Loverage also examined effects across housing program types in St. 

Paul and found that the statistically significant impacts ranged from negative to positive.  

Specifically, within a quarter mile, each additional Section 8 site-based assisted unit 

reduced assessed values by $50 per dwelling; the comparable reduction for Section 202 

elderly units was $200.  Within a half mile, each Section 221d(3) unit raised assessed 

values by $603 per dwelling and, surprisingly, public housing units did so by $19.  The 

authors found no statistically significant relationship between the locations of 39 Section 

8 certificate- / voucher-holding tenants in the sample and assessed values at any 

distance from them ranging from 300 feet to two miles, however.   

 Lee, Culhane and Wachter (1999) examined various kinds of assisted housing in 

Philadelphia and single-family homes sales occurring within one-eighth and one-fourth 

mile of them during the 1989-1991 period.  Results indicated a remarkable variation in 

apparent impact according to which assisted housing program was being considered.  

Specifically, controlling for neighborhood conditions, sales within one-eighth mile of (1) 

any conventional public housing site were 9.4 percent lower; (2) each additional 

scattered-site public housing unit were 0.8 percent lower; (3) each additional FHA-
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assisted unit were 0.2 percent higher; (4) each additional new / rehabilitated section 8 

site-assisted unit were 0.1 percent higher; (5) each additional section 8 certificate / 

voucher household were 0.5 percent lower; and (6) each additional low-income tax credit 

unit were 0.1 percent lower.  When proximity was measured at a quarter-mile distance, 

the magnitude of the foregoing coefficients consistently dropped by roughly half. 

Finally, Briggs, Darden and Aidala (1999) studied the impacts of several small-

scale townhouses developed as scattered-site public housing in Yonkers, New York.  

These developments housed black and Latino tenants, and were located in white, 

middle-class neighborhoods as part of a court-ordered desegregation decree.  Unlike the 

study of Lee, Culhane and Wachter (1999), their statistical analysis found no differences 

in the levels of single-family home prices near these developments before and after they 

opened. 

 There are two likely explanations for why the forgoing analyses have come to 

such different conclusions.  First, they suffer from two important, interrelated 

methodological weaknesses: failure to provide adequate controls for a variety of 

characteristics of neighborhoods in which assisted housing is developed, and failure to 

distinguish direction of causation.9  Second, they do not systematically consider potential 

variations in impact according to neighborhood context, concentration of assisted 

housing, and assisted facility scale.  These three issues are amplified below. 

 

The Problem of Inadequate Neighborhood Controls  

 

The studies cited above do not adequately control for the idiosyncratic 

characteristics of the local neighborhood environment that surrounds (say, within a 

                                                 
9 Similar methodological critiques are provided by Freeman and Botein (2002). 
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radius of a quarter mile) the assisted housing site.10  Instead, most studies settle for 

variables that measure characteristics of the encompassing census tract, which may 

serve as poor proxies for conditions in the neighborhood near the assisted site.  This 

creates the potential problem that an apparent correlation between the location of 

assisted housing and lower property values nearby may be erroneously attributed to the 

assisted housing, instead of some other factor that is not being controlled for in the 

regression.  One typical candidate for such an important omitted control variable is the 

presence of a (possibly large) apartment building in the area, into which some low-

income households are placed (through the Section 8 program, e.g.) at a later date.  In 

such a case the statistics could not distinguish between the impacts of proximity to an 

apartment building and proximity to an apartment building in which assisted households 

reside. 

 

The Problem of Sorting out Direction of Causation 

 

The foregoing criticism takes on additional importance when considering a 

second major flaw that all prior approaches share: they cannot convincingly distinguish 

the direction of causation between trends in neighborhood property values and the siting 

of assisted housing.11  Put differently, they cannot ascertain whether assisted sites lead 

to neighborhood price decline or whether assisted sites are systematically located in 

areas that have low property values to begin with and/or are expected to depreciate 

faster in the future, regardless.   

                                                 
10 The one exception is Briggs, Darden and Aidala (1999). 
 
11Lyons and Loveridge (1993) also discuss this problem. 
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There are several reasons to suspect that developers of assisted housing for 

low-income populations, and even subsidized tenants themselves, may choose 

neighborhoods with low and declining property values (Turner, Popkin and Cunningham 

2000).  First, if the site involves a subsidized structure, the developer would be 

encouraged to conserve scarce resources by acquiring the least-expensive properties 

available.  Second, private landlords may be more willing to participate in the Section 8 

program, and even actively recruit Section 8 tenants, if their properties are in weak 

neighborhood submarkets and they cannot otherwise obtain fair market rents for their 

apartments (Goering et al. 1995, Pollock and Rutkowski 1998).  Third, Section 8 

households who use vouchers may try to move into modest-value neighborhoods so as 

to free up more of their income for non-housing consumption, inasmuch as the value of 

their voucher is fixed but the minimum rent on their apartment is not.12 

All these reasons imply that the particular local neighborhoods in which federally 

assisted housing or households are located are not likely to be representative of their 

larger census tracts.  Indeed, their levels and trends in housing prices are likely to be 

systematically inferior.  Thus, to precisely answer the question, “Does assisted housing 

lead to lower property values in the neighborhood, or vice versa?” one must carefully 

measure in advance of the development these characteristics in the vicinity of where 

assisted housing eventually will be located.13 

                                                 
12 This is not true of the Section 8 certificate program, inasmuch as the federal subsidy only 
covers the difference between 30 percent of tenant income and the contract rent (up to a 
maximum Fair Market Rent level). 
 
13 One study comes close to achieving the appropriate level of control, but ultimately falsl short.  
Briggs, Darden and Aidala (1999) employ a “spatial fixed effects” specification wherein dummy 
variables denote the idiosyncratic level of home prices associated with the neighborhood within a 
certain distance from a assisted housing site (either future or current).  A corresponding set of 
dummy variables denotes whether these price levels differ significantly after the assisted housing 
is announced or begins operation.  This regression version of a pre/post method fails, however, to 
control for the trend in sales prices extant in this neighborhood prior to the introduction of the 
subsidized housing.  For example, if the given area were to be on a trajectory of steep 
depreciation prior to the introduction of assisted housing, it would likely manifest a lower level of 
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The Problem of Context, Concentration, and Scale 

 

Prior research has not explicitly tested whether the measured property value 

impacts of assisted housing vary according to neighborhood context, assisted housing 

concentration, and facility scale.  There are good reasons to believe that each aspect 

may shape the findings (Freeman and Botein, 2002).  Adding a few low-income tenants 

to a neighborhood having low household turnover and home values that are high and 

stable is not likely to generate the same impact as the same number added to a lower-

valued, unstable neighborhood that is on the threshold of racial tipping or class 

succession.14  Similarly, a few, small-scale assisted units that are widely scattered 

across a neighborhood are not likely to produce the same results as one clustered at 

higher concentrations and built at greater facility scales.  Indeed, it was such 

commonsense arguments that led HUD to adopt “impaction standards” for it site-based 

assisted housing programs decades ago (Gray and Tursky, 1986). 

 

A New Research Approach 

 

In 1998 this author and colleagues developed a new empirical approach for 

measuring residential property value impacts from assisted housing (Galster et al. 

1999a; 1999b; 2000).  This new regression specification measures the level and trend in 

                                                                                                                                                 
prices after the opening of the assisted site than before.  But this would not be due to the assisted 
site, but rather to a continuation of pre-existing trends in this micro-neighborhood.  Thus, only an 
regression specification that controls for pre-/post-occupancy deviations in both price levels and 
trends in the micro-neighborhood near the assisted site can yield unambiguous implications about 
the causal impact of the assisted housing site. 
 
14 For more on neighborhood threshold effects, see Quercia and Galster (2000) and Galster, 
Quercia and Cortes (2000). 
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home sales values in two sorts of neighborhoods during two periods: in neighborhoods 

surrounding assisted housing both before and after it was developed, and in 

neighborhoods where no assisted housing was developed, for the same years as above.  

The method compares property values after the assisted housing was developed to what 

they would have been had pre-development trends in the neighborhood persisted, 

adjusting for any metro-wide changes in trends occurring during the post-development 

period (as evinced by neighborhoods where no assisted housing was developed).   

This approach overcomes the shortcomings of prior approaches as follows.  By 

measuring both level and trend of home values in a small neighborhood before an 

assisted household is present, this new method controls for all the idiosyncratic local 

neighborhood characteristics that are reflected in these values.15  By relating post-

assisted housing property value trends and levels in the affected neighborhood nearby 

to those in larger, unaffected geographic areas, it controls for forces affecting all areas, 

such as metropolitan-wide changes in the economy.  By doing both, the model 

distinguishes the self-selection of assisted housing into weak neighborhood submarkets 

from the ultimate consequences of such housing on these neighborhoods.  In other 

words, by controlling what would have happened in the neighborhood had pre-assisted 

housing development trends persisted (adjusting for metro-wide changes that would 

have altered all neighborhood home value trends), the method can unambiguously 

measure what independent effects the assisted housing had.  By explicitly measuring 

impacts across a variety of neighborhoods, assisted housing concentrations, and facility 

scales, the contextuality of impacts can be explored.   

                                                 
15  The studies reported below typically measure potential impacts within several local 
neighborhood areas defined by concentric rings centered on the assisted housing site; the largest 
ring typically has a 2,000 feet radius, the smallest, 500 feet. 
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To get a better intuitive grasp of what this approach does, refer to Figure 1, which 

illustrates several hypothetical alternatives.  The method estimates what both the 

dashed (in the vicinity of assisted housing) and the solid (other neighborhoods 

throughout the metro area) property value trend lines look like.  Now, just because the 

values are lower near the assisted housing after it opens than the rest of the city, this is 

not clear evidence of negative impact, because it is likely that the values were also lower 

before the assisted housing opened.  The correct test is whether there is a pre/post 

break in the trend in the impact neighborhood, which is different than what was observed 

in the other areas of the metropolitan housing market.  Thus, were we to estimate line A-

A’-A’’, this would signify no impact, because the value trend break after the assisted 

housing opened mirrored the trend break observed in other neighborhoods in the metro 

area (line C-C’-C’’).  However, if values in the impact neighborhood after the assisted 

housing opened were to shift up to a higher level (A-A’-D’-D’’) and/or increase more 

rapidly than the metro trends (A-A’-D’’’), this would signify a positive impact.  Conversely, 

if values in the impact neighborhood after the assisted housing opened were to shift 

down to a lower level (A-A’-B’-B’’) and/or increase less rapidly (decrease more rapidly) 

than the metro trends (A-A’-B), this would signify a negative impact. 

 [figure 1 about here] 

The new method described above is not simply different, it is significantly better.  

The previous method essentially produces a result like, “Within X feet of assisted 

housing sites property values are $Y different, though we can’t be sure what other 

factors within X feet may also be affecting values or whether these differences were 

already present before the assisted housing was present.”  The new method produces a 

result like, “Within X feet of assisted housing sites property values are $Y different from 

what they would have been had the assisted housing not been developed.” 
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Results of Studies Employing this New Method 

 

My colleagues and I (Galster et al. 1999a, b, forthcoming) used the method 

above to study the impacts of scattered-site public housing (typically developed through 

the acquisition and rehabilitation of single-family dwellings) in Denver, CO (Santiago, 

Galster and Tatian, 2000) and the Section 8 tenant rental subsidy program in Baltimore 

County, MD (Galster et al. 1999b).  The general pattern during the late 1980s through 

the mid-1990s was that scattered public housing was developed in Denver and Section 

8 households occupied areas in Baltimore County that were systematically lower-valued 

than the norm.  This confirms the earlier argument about adverse selection of assisted 

housing into initially lower-valued neighborhoods, which can easily mask its true 

subsequent impacts if the proper methodology is not employed.  Despite this fact, the 

predominant finding was that neither type of assisted housing further lowered single-

family home values in the average neighborhood in which they were developed, contrary 

to conventional wisdom.  In many cases, such proximity even resulted in higher home 

values, likely due to the rehabilitation and subsequent higher maintenance standards 

that participation in these two programs involved.   

However, a major caveat accompanies this general finding.  The magnitude and 

direction of impacts were clearly contingent on neighborhood context and spatial 

concentration and facility scale of the assisted housing.  There was a widespread pattern 

of threshold effects, whereby home value impacts became negative when more than a 

critical mass of assisted housing sites or units were located in a neighborhood.  This 

danger of “re-concentration” was most acute in lower-value neighborhoods, especially 

where homeowners perceived a vulnerability to their quality of life.  Indeed, in some 

circumstances in Baltimore County we observed that any additional Section 8 

households would have harmful impacts on property values.  But even in the most 
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favorable, high-value neighborhood contexts, we estimated that less than literally a 

handful of assisted housing sites or units could be concentrated within 2,000 feet before 

negative impacts ensued.  These results are summarized in Table 2. 

[Table 2 about here] 

 This new method was also employed by Johnson and Bednarz (2002) for their 

multi-city impact study of Low Income Housing Tax Credit (LIHTC) developments that 

came online 1995-1997.  They modified the method slightly to estimate housing value 

trends not only during pre-announcement and post-opening periods, but during an 

interim period as well, inasmuch as at least two-thirds of the LIHTC sites investigated in 

each city involved new construction projects typically taking years to complete.  All of the 

sites investigated had at least 95 percent of their units occupied by low-income tenants 

and, with one exception, involved 100 apartments or less. 

 Though Johnson’s and Bednarz’s findings differed among cities, the overall 

patterns of results reinforce the themes of neighborhood context, scale and 

concentration identified in Denver and Baltimore County.  In all three cities, LIHTC 

projects were located in neighborhoods that were already below the city average in 

single-family home values.  In Cleveland, however, home sales prices within 300 meters 

of where sites would eventually be developed were only 53 percent of the mean, 

whereas in Portland and Seattle they were 14 and nine (9) percent less, respectively.   

The property value impacts within 300 meters of LIHTC projects in all three cities 

proved to be positive, often commencing when the development was announced.  But in 

Cleveland there was evidence that this impact weakened progressively as larger-scale 

projects were built, and would become negative if it were to exceed a threshold of 456 

units.  Within 301-600 meters of LIHTC projects there was no property value impact in 

the modestly valued, less-vulnerable neighborhoods of Portland and Seattle, unless (in 

Portland) the project exceeded a threshold of 0.2 percent of all units.  In the lower-
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valued, more vulnerable neighborhoods into which LITC sites were placed in Cleveland, 

however, a clear negative impact ensued regardless of the scale of the facility.  These 

results are summarized in Table 3. 

[Table 3 about here] 

 

CONCLUSIONS, CAVEATS, AND FURTHER RESEARCH 

 

Several strands of federal policy for assisted housing indicate that there will be 

continued pressure to develop such housing in neighborhoods where currently there is 

little.  The potential for debate over the residential property value impacts of federally 

assisted housing thus is likely to be great. 

Unfortunately, previous research on the topic has not produced consistent 

findings.  A prime reason is that past statistical methodologies have been flawed in 

several serious ways.  Of most concern is the:  

 

? inability to distinguish the direction of causation between trends in neighborhood 

property values and the siting of assisted housing, i.e., whether assisted sites 

lead to neighborhood residential property decline or whether these sites are 

systematically developed in areas having property values that are low and 

expected to depreciate in the future;   

? failure to control adequately for the idiosyncratic characteristics of the 

neighborhoods surrounding assisted sites that may affect property values 

independently 

 

Most recently, a set of studies has emerged that overcome these methodological 

shortcomings, and investigate impacts of a range of federal housing subsidy programs, 
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including scattered-site public housing, tenant-based Section 8, and LIHTC 

developments.  This work finds that a variety of residential property value impacts—

ranging from positive to negative—can occur, depending upon assisted housing scale 

and concentration, and its neighborhood context.  In sum, assisted housing of various 

types: 

 

? had positive or insignificant effects on residential property values nearby in 

higher-value, less vulnerable neighborhoods, unless it exceeded thresholds of 

spatial concentration or facility scale;  

? evinced more modest prospects for positive property value impacts in lower-

value, more vulnerable neighborhoods, and strength of frequently negative 

impacts was directly related to the concentration of sites and scale of the 

facilities.   

 

Though these conclusions appear remarkably consistent over a range of 

federally assisted housing types in several cities, a major caveat is in order.  The method 

of investigating residential property value impacts advanced here is still in its infancy, 

and needs to be replicated for far more types of assisted housing in far more cites before 

the conclusions advanced above can be made with complete assurance.  In particular, 

we are unfortunately not at the point where we can define with confidence a scale for 

measuring neighborhood vulnerability to assisted housing, or identify precisely the 

thresholds of concentration or scale where negative impacts may ensue.  This 

constitutes the single most significant need for future research in this field. 
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APPENDIX I 

Summary of Evidence on the Social Costs of Poverty Concentrations 

 

 Regardless of the population being assisted or the programmatic particulars, 

deconcentration efforts have been motivated by an abiding abhorrence of concentrated 

poverty.16  The guiding belief is that the physical, social, and economic conditions in a 

neighborhood contribute in important ways to the life chances of individuals, especially 

children and youth, beyond the contributions of one’s family background and personal 

attributes (Kotlowitz 1991).  By shaping what options for income, education, marriage, 

etc. are feasible and the expected payoffs from each, the neighborhood functions as a 

key component of one’s “opportunity structure” (Galster and Killen 1995).   

 In neighborhoods characterized by concentrated poverty, chronic joblessness 

and welfare use, the limitations on opportunity are especially horrific (Wilson 1987, 

1996).  If few of one’s neighbors work, there is little chance of learning through informal 

networks about job vacancies that may arise in employees’ firms.  If one’s children play 

in a friend’s home that is filled with lead paint dust, their mental capacity can be 

impaired.  If students who do not come to school ready to learn dominated the local 

public school, the quality of education received by other students will be harmed.  If 

neighborhood norms tolerate or even encourage teen childbearing out-of-wedlock, boys 

and girls will be more likely to become sexually active.  If there were little social cohesion 

and collective efficacy, control of public spaces may default to criminal elements, 

                                                 
16 Concentrated poverty has not been the only grounds for concern.  Others believe that spatially 
concentrating subsidized households facilitates their stigmatization and the withdrawal of private 
and public capital from their neighborhood (Rainwater, 1970; Massey and Kanaiaupuni, 1993; 
Schill and Wachter, 1995; Leavitt and Loukaitou-Sider, 1995).  Still others see a social cost in 
clustering assisted households in the form of perpetuated racial and ethnic segregation and 
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whereupon some members of households may fear to leave their homes for work or 

recreation. 

Commonsensical arguments such as these have garnered some support from 

statistical work undertaken during the 1990s (Ellen and Turner 1997, Gephart 1997, and 

Leventhal and Brooks-Gunn 2000).  Several studies have shown that, controlling for 

many (though certainly not all) parental and individual characteristics of importance, 

outcomes for people living in places of concentrated disadvantage are much less 

positive.  A variety of social maladies—violence, crime, substance abuse, dropping out 

of school, not participating in the labor market, out-of-wedlock child bearing—will be 

intensified in circumstances of concentrated poverty.   

There also is new evidence that the likelihood that people will engage in such 

socially undesirable behaviors grows disproportionately as the percentage of 

disadvantaged neighbors exceeds a threshold point (Quercia and Galster 2000).  The 

bulk of the evidence, albeit limited, implies a threshold around 20 percent poor in the 

neighborhood (Galster forthcoming).  This would be particularly important were it to 

garner an empirical consensus, for it suggests that deconcentrating poverty will not 

merely “move social problems around” while keeping their aggregate level unchanged.  

Rather, if low-income households were moved from neighborhoods exceeding the 

threshold to others well below it, the overall incidence of social problems throughout the 

metro area as a whole would be dramatically reduced (Galster and Zobel 1998, Galster 

forthcoming). 

In fairness it must be noted that the literature on concentrated poverty 

neighborhood effects is not without its weaknesses.  Not all scholarly studies find that 

the characteristics of one’s neighborhood have any identifiable impact on behavior, 

                                                                                                                                                 
isolation (Goering and Coulibably, 1989; Massey, Gross and Eggers, 1991; Bauman, Hummon 
and Muller, 1991; Massey and Denton, 1993). 
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others find identifiable but only small impacts, others find impacts on only certain low-

income population groups, and all studies of neighborhood effects have important 

methodological weaknesses (Brooks-Gunn, Duncan, and Aber 1997, Ginther, Haveman 

and Wolfe 2000, Popkin, Buron, Levy and Cunningham 2000).   

 A complementary strand of research has investigated the issue of neighborhood 

effects by comparing the well-being of low-income households in high-poverty 

neighborhoods and the low-poverty neighborhoods to which they move as a result of a 

deconcentrating assisted housing initiative.   Perhaps the best-known evidence was 

produced by Rosenbaum and his many collaborators during their multiple investigations 

of the Gautreaux program in Chicago.  As a remedy to the 1969 lawsuit filed by Dorothy 

Gautreaux and other tenants of the Chicago Housing Authority, the court ordered HUD 

to help thousands of black public housing residents move to neighborhoods located 

within the metropolitan area with low concentration of blacks (Goering 1986).  Although 

scattered-site public housing was part of the original settlement promulgated in 1976, 

neighborhood opposition slowed its production.  So Section 8, coupled with intensive 

mobility counseling and moving assistance, became the largest component of the 

settlement (Davis 1993).  Ultimately, 7,100 families participated, with most moving to 

suburban areas with low concentrations of poverty and minorities.  Interviews revealed 

that, compared to those remaining in the city, participants: (1) felt significantly safer and 

their children were less vulnerable to gang recruitment, (2) were (eventually) socially 

integrated to some degree and not isolated, (3) had children who were more likely to be 

attending four-year colleges, taking college-track courses in high school, and working at 

a job with good pay and benefits (Rosenbaum 1995, Rubinowitz and Rosenbaum 2000). 

 Recent evidence emerging from the ongoing MTO demonstration echo many of 

the Gautreaux findings of positive impacts, though the research methods and findings 

vary across the experimental sites in a way that generalizations are rendered precarious.  
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Moreover, the studies thus far have only been able to ascertain short-term impacts 

within a few years of program startup; perhaps more impressive long-term effects may 

be observed henceforth.  Nevertheless, the results to date suggest that compared to the 

control group, the experimental MTO group moving to low-poverty neighborhoods 

experienced:  (1) social interactions with neighbors that were not significantly different 

from their neighborhood of origin, (2) better physical health, lower reports of depressive 

or  anxious behavior, (3) reductions in self-reported criminal victimization, (4) lower rates 

of welfare receipt, (5) increased standardized achievement scores of their young 

children, (6) lower rates of criminal offending and arrests for violent crimes for their 

young boys, (7) fewer instances of behaving punitively towards their children or to 

engaging in restrictive parenting practices (Leventhal and Brooks-Gunn 2000, Katz, 

Kling and Liebman 2001, Ludwig, Duncan and Pinkston 2000, Ludwig, Ladd and Duncan 

2001, Ludwig, Duncan and Hirschfield 2001). 

 Studies of the impacts upon households participating in scattered-site public 

housing programs have generally reinforced the conclusions derived from research on 

tenant-based subsidy programs, though they have typically not been as comprehensive 

or methodologically rigorous (Varady and Preiser 1998).  Tenants living in scattered-site 

public housing generally: (1) experienced few problems with their move and felt welcome 

in their homes, (2) strongly preferred their new homes and neighborhoods to their former 

ones, (3) were generally satisfied with accessibility and public services, with the 

exception of public transportation, (4) had minimal social interactions with their middle-

class neighbors, but were not socially isolated, and (5) expected their children to benefit 

in the long-term from the superior educational opportunities and neighborhood safety  

(Hogan 1996, Briggs 1997). 
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Table 1  
    

 Summary of Statistical Estimates of Residential Property Value Impacts: 
Various Federally Assisted Housing Programs 
(Post-1990 Studies Using Old Methodology)  

    
Program  Impact*, Source, Date and Study Site  

    
Conventional Public   POSITIVE  impacts: Lyons and Loverage (1993: St. Paul )  
Housing  NEGATIVE impacts: Lee, Culhane & Wachter (1999: Philadelphia)  
    
Scattered-Site Public  NEGATIVE impacts: Lee, Culhane & Wachter (1999: Philadelphia)  
Housing  NO impacts: Briggs, Darden & Aidala (1999: Yonkers, NY)  
    
Privately Owned 
Assisted Apts.:  

NEGATIVE impacts: Lyons and Loverage (1993: St. Paul );  
     Lee, Culhane & Wachter (1999: Philadelphia);   

BMIR, Sect. 236,       'Goetz, Lam & Heitlinger (1996: Minneapolis)  
Sect. 8, LIHTC  POSITIVE  impacts:  Lyons and Loverage (1993: St. Paul);   
       Lee, Culhane & Wachter (1999: Philadelphia)  
    
Tenat -Based   NEGATIVE impacts: Lee, Culhane & Wachter (1999: Philadelphia)  
Section 8  NO impacts: Lyons and Loverage (1993: St. Paul )  
    
Non-Profit Owned   POSITIVE  impacts:  Goetz, Lam & Heitlinger (1996: Minneapolis)  

Assisted Apts.  POSITIVE or NO impacts: Cummings and Landis (1993: S. F. Bay Area)  
    
     
* for impact details, see text  
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Table 2  

    

Summary of Statistical Estimates of Residential Property Value Impacts: 
Scattered-Site Public Housing and Section 8 Tenant-Based Assistance 

(New Methodology)  

    

Neighborhood Context 
Dispersed Public Housing  

(Denver) 
Section 8 Subsidies  
(Baltimore County)  

       

Higher-Value,  
Less Vulnerable 

 
POSITIVE impacts if there are not 
more than 5 sites within 1,000 to 
2,000 feet 

POSITIVE impacts if there are not more 
than 3 sites within 500 feet. 

 

  

NEGATIVE impacts if there is more 
than 1 site within 1,000 feet or more 
than 5 sites within 1,000 to 2,000 feet 

NEGATIVE impacts if there are more 
than 3 sites within 500 feet (maximum 
number observed = 4) 

 
       
 
Lower-Value,  
More Vulnerable 

small POSITIVE impacts if there are 
not more than 4 sites within 1,000 to 
2,000 feet 

NEGATIVE impacts if any sites within 
2,000 feet. Size of impact grows with 
number of sites 

 

  

NEGATIVE impacts if there are more 
than 4 sites within 1,000 to 2,000 feet 

[Impacts slightly mitigated if the same 
number of Section 8 tenants are in 
fewer sites] 

 

    
Note: "site" is an address with one or more dwelling units occupied by assisted tenants  
    
Sources:     

     Galster, G., Santiago,  A., Tatian, P. and Smith, R. 1999.   
Assessing property value impacts of dispersed housing subsidy programs: final report   
Washington, DC: U.S. Department of Housing and Urban Development.  

     Galster, G., Tatian, P. and Smith, R. 1999.    
The impact of neighbors who use section 8 certificates on property values.   
Housing Policy Debate 10, 879-917.   
     Santiago, A., Galster, G., and Tatian, P. 2001.   
Assessing property value impacts of the dispersed subsidized housing  program in Denver.  
Journal of Policy Analysis and Management 20, 65-88.   
 
 



Galster: Effects of Federally Assisted Housing Programs on Neighboring Property Values    04/30/03     47 
 

 
Table 3  

    

Summary of Statistical Estimates of Residential Property Value Impacts: 
LIHTC Developments 
(New Methodology) 

    

Neighborhood Context Cleveland Portland Seattle 
        

Moderate-Value,  
Less Vulnerable  

 
POSITIVE impacts during 
interim and post-
construction periods 

POSITIVE impacts during 
post-construction period 

  

N/A 
NO IMPACTS during 
interim or post-
construction periods 
within 301 to 600 meters 
unless the percent of 
LIHTC units exeeds 0.2% 
of all units in area 

NO IMPACTS during 
interim or post-
construction period within 
301 to 600 meters 

        
 
 
Lower-Value,  
More Vulnerable 

POSITIVE impacts 
interim and post-
construction periods 
within 300 meters if the 
number of LIHTC units 
per site does not exceed 
456 N/A N/A 

  

NEGATIVE impacts 
interim period that 
outweigh POSITIVE 
impacts during post 
construction period within 
301 to 600 meters. Net 
NEGATIVE impacts at 
any facility scale. 

    
     
Note: "site" is an address of LIHTC development, which can have varied number of units 
Source:     
     Johnson, J. and Bednarz, B. 2002.   
Neighborhood effects of the Low Income Housing Tax Credit Program: final report 
Washington, DC: U.S. Department of Housing and Urban Development.  
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Note: Posit ive Impact, Absolute Increase in Trend:  A -A ’ -D’’’
Posit ive Impact, Absolute Upward Shif t  in Level:   A - A’ -D- D’’
No Impact,  No Relat ive Change in Trend from City-Wide Trend: A- A ’-A’’
Negative Impact,  Relat ive Decrease in Trend: A -A ’- B
Negative Impact, Absolute Downward Shif t  in Level:  A -A ’-B ’ -B’’
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