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Foreword

This report, False HOPE, was prepared by the National Housing Law Project together
with the Poverty & Race Research Action Council, Sherwood Research Associates, and
Everywhere and Now Public Housing Residents Organizing Nationally Together
(ENPHRONT). We are very grateful for the assistance that we have received from
members of the Housing Justice Network and other housing advocates across the country.

False HOPE identifies — and, to the extent possible, documents — serious shortcomings
and inconsistencies in the HOPE VI public housing redevelopment program. It proposes
specific reforms to address these problems.

This report is intended to support and to complement similar proposals for HOPE VI
reform previously produced by ENPHRONT and the National Low Income Housing

Coalition.
Gideon Anders
Executive Director
National Housing Law Project
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False HOPE

Introduction and Summary

Few government programs have as unfavorable a reputation as the federal public housing
program. The name “public housing” itself evokes images of bleak, crime-ridden
projects.

In fact, the public housing program’s reputation is greatly undeserved. Apart from a
comparatively small number of visible and dramatic failures, public housing is a vital
national resource that provides decent and affordable homes to over a million families
across the country. Public housing is particularly valuable because rents are set at levels
guaranteed to be affordable to the families residing in it, even families with the lowest
incomes.

Nearly a decade ago, the HOPE VI program was launched to address the most troubled
portion of the public housing stock, the small percentage of public housing sites that were
“severely distressed.” HOPE VI is a competitive grant program, under which public
housing authorities (PHAs), local entities that administer federal housing programs, apply
to the U.S. Department of Housing and Urban Development (HUD) for funding to
redevelop or demolish public housing sites. While it was intended to be a solution to
severely distressed public housing, HOPE VI has been the source of new problems as
serious as those it was created to address.

The Origins of the HOPE VI Program

In 1989, as part of the Department of Housing and Urban Development Reform Act,
Congress created an independent National Commission on Severely Distressed Public
Housing charged with assessing and formulating solutions to the problem severe distress
in the public housing. In its final report published in 1992, the Commission concluded
that, although the problem was serious, the extent of severe distress in public housing was
very limited, estimating that only 6 percent (86,000 units) of the total stock fit into this
category. The Commission set forth a National Action Plan to address the human services
and modernization needs of the severely distressed public housing sites.

The HOPE VI program, also called the Urban Revitalization Demonstration program,
was created by Congress in 1992 in response to the commission’s report. In the first nine
years of the program, HUD awarded over $4.5 billion in competitive grants to PHAs to
redevelop 165 public housing sites in 98 cities. In 2001, HUD made 16 HOPE VI rede-
velopment grants, averaging $31 million each.

False HOPE

This report was prepared on the occasion of the expiration of the HOPE VI program’s
statutory authorization at the end of the current fiscal year and its possible reauthoriza-
tion. HOPE VI has been characterized by a lack of clear standards, a lack of hard data on
program results, and misleading and contradictory statements made by HUD.
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HUD’s failure to provide comprehensive and accurate information about HOPE VI has
created an environment in which misimpressions about the program and its basic pur-
poses and outcomes have flourished — often with encouragement from HUD. HOPE VI
plays upon the public housing program’s unfairly negative reputation and an exaggerated
sense of crisis about the state of public housing in general to justify a drastic model of
large-scale family displacement and housing redevelopment that increasingly appears to
do more harm than good.

It is for these reasons that this report has been titled, False HOPE. To the extent possible,
given the scarcity of data available on HOPE VI, it tracks the program’s shortcomings
and inconsistencies and proposes specific reforms.

Problems with the HOPE VI Program

Increasingly, it appears that the HOPE VI program is not addressing the problems identi-
fied by the National Commission on Severely Distressed Public Housing in 1992 or the
goals set forth in the HOPE VI statutes.

The Loose Definition of “Severely Distressed Public Housing”

It is nearly impossible to determine whether HOPE VI is making meaningful progress
towards solving the problem of severely distressed public housing because it is not clear
which developments are severely distressed. Nearly any public housing development can
meet the open-ended threshold of “severe distress” used by HUD and be eligible for
HOPE VI funds. The identity of severely distressed sites should be much clearer than it
currently is. HUD was required by statute to publish a comprehensive list of severely
distressed public housing developments during the first year of the program, but failed to
do so.

Indications are that HOPE VI has drifted sharply from its original purpose. According to
recent White House figures, a total of 135,000 public housing units have been approved
for demolition to date — at least 70,000 of these under HOPE VI. If trends from previous
years continue, by the end of the current fiscal year, HUD will be on pace to approve the
demolition of nearly twice the number of units identified as “severely distressed” in 1992.

In addition, federal auditors in the mid-1990s found that HOPE VI increasingly appeared
to target not the most severely distressed public housing, but those sites that are most
amenable to higher income redevelopment. Surprisingly, given commonly held percep-
tions, only seven of the first thirty-four HOPE VI redevelopment awards were for high-
rise public housing developments.

HOPE VI Worsens Acute Affordable Housing Needs

HOPE VI redevelopment activities reduce the nation’s supply of public housing, some of
the only housing guaranteed to be affordable to families with the lowest incomes. Ac-
cording to HUD data, families at these income levels — and virtually only families at
these income levels — are experiencing a dramatic shortage of affordable housing.
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According to HUD figures, for every 100 very low income' renter households in 1999,
there were only 70 units affordable and actually available to them. The situation is even
worse for extremely low income” renter households, with only 40 units affordable and
available for every 100 households in this income group. Households with higher in-
comes, even those still classified within the “low income” range,’ are not suffering from
such affordable housing shortages.

HUD’s justification for this loss of public housing is a model of “mixed-income” rede-
velopment. However, even though it has been popular for years, the basic validity and
effectiveness of this model has never been established. Cast in the worst light, HUD’s
HOPE VI mixed-income model is a social engineering scheme built on a number of
inaccurate, irrelevant, and harmful assumptions about low income families and their
neighborhoods.

Few Meaningful Opportunities for Resident Participation in HOPE VI

While HUD has emphasized the “crucial” importance of the involvement of public
housing residents and other community members in the HOPE VI redevelopment proc-
ess, HUD has deprived residents of any enforceable rights to participate in the HOPE VI
process, after the application stage. HUD has never issued regulations for the HOPE VI
program. Instead, HOPE VI redevelopment activities are governed by form grant agree-
ments between HUD and PHAs receiving funds. These grant agreements expressly
foreclose the right of residents and others to enforce their terms.

On-going rights of resident participation after the application stage are essential because
PHAs’ HOPE VI plans often change over time, sometimes drastically. In fact, grant
agreements expressly contemplate amendments to HOPE VI revitalization plans. As
actually implemented, a HOPE VI redevelopment may differ substantially from what was
described in a PHA’s initial application and explained to residents.

The Exclusion of Public Housing Families from HOPE VI Opportunities

While the first purpose set forth under the HOPE VI statute is to “improve the living
environment” of families in severely distressed public housing, HOPE VI is doing little to
improve the lives of most of the families it affects. Contrary to impressions conveyed by
HUD, only 11.4 percent of former residents overall have returned or are expected to
return to HOPE VI sites; only about 30 percent of displaced residents are relocated with
portable Housing Choice Vouchers. The bulk of residents, 49 percent, are simply trans-
ferred to other public housing developments. And, a disturbing number of the residents
who are officially relocated are “lost” along the way, meaning that they no longer receive
housing assistance.

! Under federal definitions, “very low income” refers to households with incomes at or below 50 percent of
the median income of households in their geographic area — “area median income” (AMI).

Zi.e., at or below 30 percent of AML.

?i.e., at or below 80 percent of AMI.
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HUD has suggested that residents who do not return to HOPE VI sites “choose” not to do
so. Other reasons for this trend include harassment, inadequate relocation services and
poor lines of communication, the lack of affordable housing on redevelopment sites, and
unreasonably stringent re-admission screening criteria. The exclusion of residents from
redevelopment sites not only deprives them of high quality housing, it impairs their
ability to access HOPE VI community and supportive services, which tend to be based in
redevelopment sites.

The Lack of Data on HOPE VI Outcomes

HUD has promoted HOPE VI a “highly effective program,” but has not published the
data necessary to support this claim. The reports on HOPE VI outcomes that HUD’s
Office of Public and Indian Housing has made generally available to date have focused
on case studies of hand-picked sites. Given the large amount of variation among PHAs’
redevelopment plans that HUD itself has emphasized, such an approach cannot help but
provide an incomplete and misleading impression of the program.

Audit reports by the General Accounting Office and the HUD Office of Inspector Gen-
eral have provided a more general overview, but have neither provided a comprehensive
picture of the program nor were intended to do so. A site profile database maintained by
the Housing Research Foundation, an affiliate of the Council of Large Public Housing
Authorities, provides only very basic information about HOPE VI sites, much of it drawn
from HUD summaries and fact sheets.

HUD now collects a large amount of information about the HOPE VI program — such as
grant applications, revitalization plans, and quarterly progress reports submitted by
PHAs. Without better access to the information contained in these documents, it is
impossible to have a complete picture of how the HOPE VI program is being adminis-
tered, how grant dollars are being spent, and what outcomes the program is producing.

Summary of Policy Recommendations for HOPE VI Reform

If the HOPE VI program is to be reauthorized, reforms must be made to address the
program’s shortcomings and to provide greater clarity of purpose and outcomes.

e HUD should be required to publish an updated list of public housing develop-
ments eligible for HOPE VI funds according to a new definition of “severe dis-
tress” created in collaboration with public housing residents, housing advocates,
housing experts, and others.

o All public housing units subject to demolition or redevelopment under HOPE VI
should be replaced with new public housing units on a one-for-one basis.

o  HUD should be required to issue regulations governing the administration of

HOPE VI redevelopment activities, which should provide enforceable, on-going
rights of resident participation.
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Public housing residents should be guaranteed the right to occupy units redevel-
oped under HOPE VI, and the relocation rights of displaced residents should be
strengthened and clarified.

HUD should be required to make HOPE VI program documents — including ap-
proved applications, revitalization plans, financial documents and progress re-
ports — publicly available on its website.

Introduction and Summary
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I. The HOPE VI Program and Its Uncertain Purpose

The HOPE VI program is a multi-billion dollar federal grant program that funds the
redevelopment of “severely distressed” public housing. Each year, public housing
authorities, state or local entities administering federal housing programs, apply to the
U.S. Department of Housing and Urban Development (HUD) for HOPE VI grants on a
competitive basis. In 2001, HUD made 16 HOPE VI redevelopment awards, averaging
approximately $31 million each.” Since 1993, over $4.5 billion in redevelopment grants
have been awarded.” Under the current statute, appropriations and grant making authority
for the program is set to expire at the end of fiscal year 2002."

HOPE VI was created to remedy the small percentage of the public housing stock with
needs too great to be addressed with conventional modernization resources, “severely
distressed” public housing. Today, HUD has approved the demolition of tens of thou-
sands of more units of public housing than ever have been estimated to be severely
distressed.

A. The National Commission on Severely Distressed Public Housing

The Department of Housing and Urban Development Reform Act of 1989° called for the
creation of a National Commission on Severely Distressed Public Housing. The Commis-
sion was charged with identifying severely distressed public housing developments,
assessing strategies for addressing the problems of these developments, and formulating a
plan of action based on this assessment.

The Commission issued its final report in 1992.” In this report, the Commission estimated
that 6 percent of the public housing stock, 86,000 units, was severely distressed.® It put
forth a “National Action Plan” to address the needs of residents, physical conditions, and

! Under current statutory authority, HOPE VI also funds the demolition of public housing sites without
rehabilitation or construction of new units. See 42 U.S.C.A. § 1437v(m)-(n) (West Supp. 2001), available
on-line at www.hudclips.org/sub_nonhud/cgi/hudclips.cgi. This discussion will focus primarily on HOPE
VI “revitalization” or redevelopment activities.

? See U.S. Department of Housing and Urban Development, National Fact Sheet: FY 2001 HOPE VI
Revitalization Grant Awards (2002), available on-line at
www.hud.gov/offices/pih/programs/ph/hope6/grants/fy01/natl_factsheet.pdf.

3 See U.S. Department of Housing and Urban Development, About HOPE VI (Apr. 3, 2002), available on-
line at www.hud.gov/offices/pih/programs/ph/hope6/about/.

* See 42 U.S.C.A. § 1437v(d),(e)(3) (West Supp. 2001), available on-line at
www.hudclips.org/sub_nonhud/cgi/hudclips.cgi.

3 Pub. L. No. 101-235, Tit. V (Dec. 15, 1989), codified at 12 U.S.C.A. § 1715z-1a note (West 2001),
available on-line at thomas.loc.gov/.

6 See id at § 501.

7 National Commission on Severely Distressed Public Housing, The Final Report of the National Commis-
sion on Severely Distressed Public Housing: A Report to the Congress and the Secretary of Housing and
Urban Development (Aug. 1992).

¥ See id at 15. In 1992, the federal public housing stock consisted of approximately 1.4 million units.
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management needs of severely distressed public housing developments through a variety
9
of means.

The Commission report emphasized that severely distressed public housing, while an
urgent problem, represented only a small portion of the total stock. The report explained
that the overwhelming majority of the stock was sound and “continues to provide an
important rental housing resource for many low-income families.”"°

B. The Creation of HOPE VI and HUD Public Housing Unit Removal Targets

Also known as the “Urban Revitalization Demonstration” (URD) program in its early
years, the HOPE VI program was originally created pursuant to the Departments of
Veterans Affairs and Housing and Urban Development and Independent Agencies
Appropriations Act of 1993'" in response to the Commission’s report.'> Several weeks
later, additional statutory criteria for the program were enacted pursuant to the Housing
and Community Development Act of 1992, ' which amended Section 24 of the U.S.
Housing Act.'*

In 1996, HUD “rounded up” the Commission’s 86,000-unit figure and set itself the goal
of approving the demolition 100,000 units of public housing by the end of fiscal year
2000."” HUD’s reason for settling on this number was not explained. HUD documents
referring to the “rounded up” demolition target do not mention the Commission’s 1992
findings or a reason for departing from the original unit figure. '°

? See id at 9-33.

"1d at 2.

""Pub. L. No. 102-389, Tit. I (Oct. 6, 1992), codified at 42 U.S.C.A. § 14371 note (West 1994) (“Urban
Revitalization Demonstration Program”), available on-line at thomas.loc.gov/.

12 “HOPE VI” was so named because it was originally styled as a new form of HOPE (“Homeownership
and Opportunity for People Everywhere”) grant under the Cranston-Gonzalez National Affordable Housing
Act of 1990, Pub. L. No 101-625 (Nov. 28, 1990). See, e.g., S. Rep. No. 356, 102d Cong., 2d Sess. at 40
(Aug. 30, 1992), available on-line at thomas.loc.gov/.

" Pub. L. No. 102-550, Tit. I, § 120 (Oct. 28, 1992), codified at 42 U.S.C.A. § 1437v (West 1994),
available on-line at thomas.loc.gov/.

' Section 24 was later amended in its entirety by the Quality Housing and Work Responsibility Act of
1998, Pub. L. No. 105-276, Tit. V., § 535(a) (Oct. 21, 1998), available on-line at thomas.loc.gov/. In recent
years, HUD has taken the position that the HOPE VI program was not authorized under Section 24 until
fiscal year 2000. See, e.g., U.S. Department of Housing and Urban Development, HOPE VI Program
Authority and Funding History, www.hud.gov/offices/pih/programs/ph/hope6/about/history.cfm (Jan. 2,
2002). This position, probably adopted to avoid complying with provisions of U.S. Housing Act, is directly
contradicted by an early HUD-commissioned HOPE VI report. See Abt Assocs., et al., An Historical and
Baseline Assessment of HOPE VI, Vol. I: Cross-site Report, 1 (Jul. 1996) (“HOPE VI was authorized by the
Departments of Veterans Affairs and Housing and Urban Development and Independent Agencies
Appropriations Act of 1993 (the Appropriations Act). It was also authorized, with slight modifications
(amending Section 24 of the 1937 Housing Act), by Section 120 of the Housing and Community Develop-
ment Act of 1992.”), available on-line at www.huduser.org/publications/pubasst/hopevi.html.

13 See U.S. Department of Housing and Urban Development, Office of Inspector General, Nationwide
Audit: HOPE VI Urban Revitalization Program, 99-FW-101-0001 (Dec. 17, 1998), available on-line at
www.hud.gov/0ig/ig960001.pdf.

1 See, e.g., 62 Fed. Reg. 47,740 (Sept. 10, 1997), available on-line at
www.access.gpo.gov/su_docs/aces/aces140.html.
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What is clear is that HUD has met and surpassed its public housing demolition target.
According to the President’s proposed budget summary for fiscal year 2003, HUD has
approved the demolition of about 135,000 public housing units, of which at least 70,000
have been approved under the HOPE VI program.'” Assuming HOPE VI and other
demolition activity continues as it has for the past several years, HUD will be on pace to
approve the demolition of nearly double the number of units determined by the Commis-
sion to be severely distressed by the end of the current fiscal year.'®

C. The Uncertain Definition of “Severely Distressed Public Housing”

It is impossible to know whether or to what extent the HOPE VI program is addressing
severely distressed public housing because the term “severely distressed public housing”
has never been concretely defined. The term has had at least a half a dozen definitions
since 1989."

As HUD actually administers the HOPE VI program, the definition of “severe distress” is
almost an irrelevancy. A PHA applying for HOPE VI funds need only certify that the
development for which it seeks HOPE VI funds meets the open-ended definition of

17 See Fiscal Year 2003 Budget Summary, 11 (Feb. 2002), available on-line at
www.hud.gov/about/budget/fy03/bugsum.pdf. According to the summary: “To date, 70,000 units have
actually been demolished, 47,268 of which were demolished under the HOPE VI program.” /d. It is not
clear whether the demolition figures reported in the budget summary include units otherwise “disposed” of
by means other than outright demolition by a public housing authority, such as sale to a third party.
According to the Millennial Housing Commission, 78,000 units have been approved for demolition under
HOPE VI, perhaps reflecting new fiscal year 2001 figures. See Millennial Housing Commission, Meeting
Our Nation’s Housing Challenges: Report of the Bipartisan Millennial Housing Commission Appointed by
the Congress of the United States, 98, App. 3 (May 30, 2002), available on-line at
www.mhc.gov/mhcfinal.pdf.

'8 See HUD Special Applications Center, Field Office Demo/Dispo Units Total Recap (Nov. 5, 2001)
(reporting units approved for demolition or disposition pursuant to Section 18 of the U.S. Housing Act for
fiscal years 1993 to 2001); National Fact Sheet, supra n. 2.

" The 1989 Department of Housing and Urban Development Reform Act set forth a list of criteria for
developments to which the Commission was to pay special attention. These included occupancy by families
with children, design and management deficiencies and recurrent criminal activity. See Pub. L. No. 101-
235, Tit. V, § 504 (Dec. 15, 1989). The 1992 Commission report set forth or used three definitions of
“severe distress.” Its initial definition of a severely distressed development was one that had 500 units or
more, an elevator, a vacancy rate higher than 15 percent, and was predominantly occupied by families with
children. See The Final Report of the National Commission, supra n. 7, at App. B-1. It also set forth a four-
part rating system for determining severe distress, which focused indicators of family distress, rates of
serious crimes, barriers to management, and physical deterioration. See id at App. B-2-10. In actually
arriving at its estimate of the number of severely distressed units, the Commission used HUD moderniza-
tion cost data and designated developments as severely distressed where their modernization needs
exceeded 60 percent of HUD’s Total Development Cost (TDC) guidelines. See id at 15. Section 24 of the
U.S. Housing Act, the HOPE VI statute, sets forth a multi-part definition of “severe distress” that has much
in common with the Commission’s four-part rating system. The definition was essentially unchanged by
the 1998 amendment. See 42 U.S.C.A. § 1437v(j)(2) (West Supp. 2001); 42 U.S.C.A. § 1437v(h)(5) (West
1994). Finally, the HOPE VI Notices of Funding Availability (NOFAs) set forth a definition of “severe
distress.” See, e.g., Notice of Funding Availability: Revitalization of Severely Distressed Public Housing
(HOPE VI Revitalization and Demolition) Fiscal Year 2001, 66 Fed. Reg. 11,638, at IV(A)(1) (Feb. 26,
2001), available on-line at www.hud.gov/offices/pih/programs/ph/hope6/grants/fy01/nofa_01.pdf. The text
of the definition is taken from the language of the statute.
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“severe distress” set forth in the statute’ and submit a certification of severe physical
distress prepared by an architect hired by the PHA.?' Virtually any family public housing
development can meet the definition of “severe distress” for HOPE VI purposes.*

Severe distress should not be so easy to establish. Not all public housing is severely
distressed. Any notion of widespread distress in the stock was expressly refuted in the
1992 Commission report.”

The actual extent of severe distress in the public housing stock should be much clearer
than it currently is. Under the 1992 Housing and Community Development Act, HUD
was required to publish a comprehensive list of severely distressed public housing
developments eligible for HOPE VI funds before April 1993.** HUD never did this.”
This failure to provide clarity has had consequences. Far more units than were ever
estimated to be severely distressed have been approved for demolition.”® Over half of the
HOPE VI redevelopment awards made in past four fiscal years were for developments
that would not have met the initial definition of “severe distress” considered by the
Commission.”’

In addition to its vague eligibility threshold for HOPE VI, HUD has fostered misimpres-
sions about HOPE VI activities and the focus of the program in other ways as well.

1. Shifting Away from the “Most” Severely Distressed Public Housing

General Accounting Office (GAO) and HUD Office of Inspector General (OIG) auditors
have noted that after the first years of the program, the focus of HOPE VI appeared to
shift away from the “most” severely distressed public housing sites and towards smaller
sites with greater potential to attract private investment.”® HUD has not disputed this
point. Instead, it has responded that it cannot “guarantee that the most severely distressed

2 1d at V.(A)(2)(b).

2L 1d at V.(B)(1)(a).

2 See Part 1.C.1., infia.

» See n. 10 and accompanying text, supra.

# See 42 U.S.C.A. § 1437v(b) (West 1994) (requiring HUD to publish this list “[n]ot later than 180 days
after October 28, 1992”).

3 See Baseline Assessment of HOPE VI, supra n. 14, at 1-15 (Jul. 1996) (“[T]here is not an all inclusive list
of distressed developments nationwide...”).

26 See Part 1.B., supra.

*7 See n. 19, supra. This is because over half of recent awards were for developments containing fewer than
500 units. See National Housing Law Project, Survey of the Proportion of Family Public Housing Rentals
in HOPE VI Revitalization Sites: FY 1998-2000 Awards, 31 HOUSING LAW BULLETIN 29, 45-49 (Feb.
2001); U.S. Department of Housing and Urban Development, FY 2001 HOPE VI Revitalization Grants
(2002), available on-line at www.hud.gov/offices/pih/programs/ph/hope6/grants/fy01/rev_highlights.pdf.
¥ See U.S. General Accounting Office, HOPE VI: Progress and Problems in Revitalizing Distressed
Public Housing, GAO/RCED-98-187 at 26 (Jul. 1998), available on-line at
www.access.gpo.gov/su_docs/aces/aces160.shtml; U.S. Department of Housing and Urban Development,
Office of Inspector General, Nationwide Audit: HOPE VI Urban Revitalization Program, 99-FW-101-0001
at 8 (Dec. 17, 1998), available on-line at www.hud.gov/0ig/ig960001.pdf.
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public housing in the nation will be addressed through HOPE VI” and that such an
emphasis would likely be contrary to the intent of Congress.*’

HUD’s response directly contradicts its repeated statements about the purpose of HOPE
VI. Throughout the history the program, HUD has emphasized HOPE VI’s focus on the
most distressed public housing developments. In its first formal administrative notice on
HOPE VI, HUD described the program as “the opportunity and mandate to revitalize
some of the most distressed public housing developments in the Nation.”°

2. The Misleading Emphasis on High-Rise Sites in Descriptions of HOPE VI

Commentary on the HOPE VI program often makes special mention of high-rise public
housing developments and how HOPE VI works to address the special problems posed
by these sites. The Innovations in American Government Program described HOPE VI as
a move away from “isolating the poorest urban residents in stand alone high-rise en-
claves.”' Others have described HOPE VI as a program that focused initially on high-
rise sites, then became more expansive in later years.”> Statements by HUD have encour-
aged this association of HOPE VI with high-rise public housing. The current HUD
Strategic Plan states that “[t]he high-rise public housing developments constructed in the
1960s” are being redeveloped “into mixed-income communities through the HOPE VI

program.”3 3

% Id at 70 (HUD Response to Draft Audit Report) (emphasis in original).

3 HUD Notice PIH 95-10, 3 (Feb. 22, 1995) (emphasis added). See also Baseline Assessment of HOPE VI,
supra n. 14 (Foreword by then-HUD Assistant Secretary Michael Stegman: “The task of revitalizing the
most distressed public housing in America is not an easy one.”); Arthur J. Naparsek, et al. (The Urban
Institute), HOPE VI: Community Building Makes a Difference (Feb. 2000) (Foreword by then-HUD
Secretary Andrew Cuomo describing HOPE VI’s focus on “the largest and most distressed public housing
projects in the nation”) available on-line at www.huduser.org/publications/pubasst/hope.html.

*! Institute for Government Innovation, 2000 Winner, U.S. Department of Housing and Urban Develop-
ment, Mixed-Finance Public Housing (2000) (announcing HOPE VI program as the winner of a 2000
Innovations in American Government award from the Harvard Kennedy School of Government), available
on-line at www.innovations.harvard.edu/2000/hopevi00.htm.

The Millennial Housing Commission’s recently published report described “[t]he existence of large,
generally high-rise, urban public housing developments — many of which are now being replaced by
mixed-income developments under the HOPE VI program.” Meeting Our Nation’s Housing Challenges,
supra n. 17, at 23 (further stating that these high-rise sites have “generally obscured the fact that most
public housing is in smaller developments that do not share the problems generally associated with the
high-rise, high-density units”).

32 See, e.g., Harry J. Wexler, HOPE VI: Market Means/ Public Ends — The Goals, Strategies, and Midterm
Lessons of HUD ’s Urban Revitalization Demonstration Program, JOURNAL OF AFFORDABLE HOUSING,
Spring 2001, at 195, 204 (“From the start, dispersing the poorest public housing residents and downsizing
large high-rise projects was a goal of HOPE VI, but it soon became the first step in a more ambitious plan
to replace the projects altogether with attractively designed mixed income housing communities.”),
available on-line at
www.housingresearch.org/hrf/hrfhome.nsf/e9¢24279¢3bd4d1085256a0300779¢c07/ce6d9bfe8be32ct88525
622a007328fc/SFILE/Wexler%20Article.pdf.

33 U.S. Department of Housing and Urban Development, F'Y 2000 — FY 2006 Strategic Plan, 43 (Sept.
2000), available on-line at www.hud.gov/reform/strategicplan.pdf.
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False HOPE

In fact, from the data available, relatively few HOPE VI awards have been made to high-
rise sites, even in the early years of the program. Among the 34 awards made during the
first three annual grant cycles, only seven were for high-rise developments.®* This ratio
(21 percent) roughly conforms to the overall composition of the public housing stock.> It
may be that high-rise sites are no more likely to be severely distressed than other sites.
Or, it may be that regardless of the facts, emphasizing high-rise sites plays upon wide-
spread negative perceptions of the public housing program in a way that is useful to
promote HOPE VT activities.

Policy Recommendations:
Reserve HOPE VI for the Most Distressed Public Housing

HUD has met and exceeded its public housing unit removal targets by tens of thousands
of units. Nearly any public housing site is can qualify for HOPE VI funds, as HUD
administers the program. There is evidence that HOPE VI redevelopment grants now
being awarded are for developments that would not have met the definition of “severe
distress,” as originally conceived.

If the program is to be reauthorized, it needs better focus and direction. The program
lacks clear standards and seems to feed upon a sense of crisis regarding public housing
that is overstated and may not exist at all. HUD’s own descriptions of the purposes of the
program have become inconsistent and contradictory.

o The HOPE VI program should be reserved for the most severely distressed por-
tion of the nation’s public housing stock.

o HUD should be required to publish an updated list of the specific public housing
developments eligible for HOPE VI funds according to a new definition of “se-
vere distress” created in collaboration with public housing residents, housing ad-
vocates, housing experts, and others.

e No new HOPE VI grants should made until this list is produced and only devel-
opments included on this list should be eligible for HOPE VI funding.

3% See Baseline Assessment, supra n. 30, at 1-20.

3% According to figures from approximately ten years ago, high-rise sites accounted for 27 percent of the
total number of public housing units. See John Atlas and Peter Dreier, From “Projects” to Communities:
Redeeming Public Housing, JOURNAL OF HOUSING (1993).
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II. The National Shortage of Affordable Housing
and the HOPE VI Mixed-Income Model

The HOPE VI program has resulted in the loss of tens of thousands of public housing
units, thereby exacerbating a nation-wide affordable housing shortage that HUD itself has
documented. HUD’s justification for this reduction in affordable housing is a theory of
“mixed-income” redevelopment, the basic validity of which has never been established.

A. Estimates of the Number of Public Housing Units Lost to Date

According to recent figures, at least 70,000 public housing units have been approved for
demolition under HOPE VL' Based on the average proportion of public housing units
replaced under HOPE VI* and the number of public housing units to be demolished
outside of HOPE VI redevelopment activities,” the country is facing an estimated net loss
of over 107,000 public housing units through demolition.*

Public housing is an extremely valuable resource because it is housing that is guaranteed
to be affordable to families at a wide range of incomes. This includes families with the
lowest incomes, who are not directly served under other federal housing programs, such
as the Low Income Housing Tax Credit (LIHTC) program.’ Public housing’s afforda-
bility is guaranteed because, in nearly all situations, rents are set at a level equal to 30
percent of an eligible family’s household income.

! See Fiscal Year 2003 Budget Summary, 11 (Feb. 2002), available on-line at
www.hud.gov/about/budget/fy03/bugsum.pdf. See also Millennial Housing Commission, Meeting Our
Nation’s Housing Challenges: Report of the Bipartisan Millennial Housing Commission Appointed by the
Congress of the United States, 98, App. 3 (May 30, 2002) (stating that 78,000 units have been approved for
demolition under HOPE VI, perhaps reflecting new fiscal year 2001 figures), available on-line at
www.mhc.gov/mhcfinal.pdf.

? See National Housing Law Project, Survey of the Proportion of Family Public Housing Rental Units
Included in HOPE VI Revitalization Sites: FY 1998, 1999, 2000 Awards, 31 HOUSING LAW BULLETIN 29,
45-49 (Feb. 2001) (This survey focuses on on-site replacement of units; however, according to the site
profiles examined in the survey, off-site unit replacement is rare and does not involve a substantial portion
of overall replacement activities.)

? Fiscal Year 2003 Budget Summary, supra n. 1, at 11.

* The total number of units lost may be even higher if mechanisms other than outright demolition, such as
disposition (sale or transfer) or conversion to tenant-based voucher assistance, are considered. HUD has not
released comprehensive figures.

> Only a portion of the units in a LIHTC development have affordability restrictions. In general, either 20
percent of the units in a development must be affordable to households at 50 percent of area median income
(AMI) or 40 percent of the units must be affordable to households at 60 percent of AMI. See BARRY
JACOBs, HDR HANDBOOK OF HOUSING AND DEVELOPMENT LAW, § 10.01[2][a] (2000). According to the
latest available HUD figures, the average annual median income for public housing households is $10,091,
18.5 percent of the estimated national median income for fiscal year 2002. See U.S. Department of Housing
and Urban Development, Multifamily Tenant Characteristics System, Resident Characteristics Report,
Public Housing, National (data retrieved Jun. 13, 2002), available on-line at
pic.hud.gov/pic/RCRPublic/rcrmain.asp; HUD Notice PDR-2002-01 (Jan. 31, 2002) (“Estimated Median
Family Incomes for FY 2002”), available on-line at www.h