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Abstract

Designed as a program to revitalize distressed public housing, one would anticipate that projects which are rebuilt with HOPE VI funds would
have a positive effect on surrounding property values. This study uses hedonic methods employed by researchers on earlier public housing programs to test
this hypothesis. Comparisons are made between HOPE VI and other types of public housing programs. If indeed HOPE VI has had a positive effect on
property values then the program has achieved one of its primary goals, the beginning of a transformation of some of America’s worst neighborhoods into

healthy communities.

The findings of the study are that HOPE VI had a statistically significant positive impact on surrounding property values on the order of 8.25-
10.25 percent for every quarter-mile closer that a housing unit was located to the development. Other public housing developments were found to have lit-
tle if any effect on property values. The results ranged from 0-.5 percent increases in property value over that same distance.

HOPE VI was created in 1992 to rebuild failing housing projects around the country. The scope of the plan was broad. It would lower the density of existing

public housing developments and allow for the development of mixed-income communities. The process was designed to renew entire neighborhoods so that
surrounding residents (as well as public housing tenants) would benefit from the renovations. HOPE VI would become a revolutionary program which would
attempt to change attitudes towards public housing.

Central to measuring the success of public housing programs is measurement of the program’s perception by both residents and surrounding com-
munity members. The “not in my backyard” or NIMBY phenomenon displayed by lawmakers and community members has plagued public housing pro-
grams since their inception and is still prevalent today. In communities throughout the U.S., public housing is widely perceived to cause negative external-
ities. One approach to evaluating the extent of this phenomena is to poll community members about impacts of public housing. Almost all of the research
which has been commissioned by Housing and Urban Development (HUD) on HOPE VI has relied on first-hand interviews and other anecdotal evidence to
evaluate the program’s impact . Yet, this type of research is subjective in nature. What is provided is a snapshot of how targeted populations feel about their
neighborhood. Because of the overwhelming size of the task, these types of studies cannot poll the entire population which is affected by one HOPE VI de-
velopment, let alone developments in multiple cities. For example, there are 43,307 people with a 1.5mile radius of the Richard Allen Homes HOPE VI pro-
ject in Philadelphia alone. The only way to understand the effect on the entire population is through the use of census data. The caveat to this approach is that
the Census Bureau does not ask questions which are specifically related to public housing. Therefore, indirect methods of measurement must be employed.
One such indirect approach is to focus on property values. If public housing causes negative externalities, then this should be reflected in lower property val-
ues surrounding the project. Since residents are all participants in the real estate market, it is reasonable to assume that each has made a purchasing decision
which has maximized his or her utility based on set of preferences constrained by his or her budget. With 2000 census data, it is possible to obtain median
housing values for large portions of the population. Through statistical techniques, one can obtain estimates of the implicit prices which community mem-
bers, on the whole, have placed on attributes which comprise a neighborhood. One such attribute is the proximity to public housing. Therefore, property val-
ues can be used to obtain estimates of the price of proximity to public housing. In this study, the principal price examined will be proximity to a HOPE VI
project.
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Conclusions and Implications

Since the dummy variables which mark block groups that contain HOPE VI and other public housing were insignificant, the inter-block group effects of public
housing on property values are unclear. Instead, conclusions are drawn on the effects of public housing on surrounding block groups.

This study finds that the common perception that public housing causes a negative externality is incorrect. In fact, public housing developments may even
slightly increase property values. But the more likely conclusion is that housing values are not affected by their proximity to public housing. The NIMBY phenomenon
which is displayed by community members in regards to public housing is therefore unjustified.

HOPE VI, on the other hand, displays a large positive externality. For the same $200,000 home, locating one-quarter mile closer to HOPE VI increases that
home’s value by $16,500-20,500, holding all else constant.

The policy implications of both these findings are important. Public housing developments should not be feared since they generally have no effect on the sur-
rounding property values. HOPE VI redevelopment should be encouraged by community members because it substantially increases surrounding property values. Tak-
ing property values as a proxy for neighborhood strength, it can be concluded that HOPE VI substantially improves the neighborhoods in which it is located. This sup-
ports the overall findings of Zielenbach , although his study did not use statistical measures to control for other effects.

More research is needed on the effects of HOPE VI developments on property values. The release of the Long Form Neighborhood Change Database (NCDB)
will allow statistical studies to be undertaken using the pre-/post- approach implemented by Galster et al . Relevant to HOPE VI, the Long Form NCDB will include cen-
sus data from the 1990 and 2000 censuses. Longitudinal studies using these data will be able to control for more neighborhood and structural factors, thereby reducing
some of the data limitations of the 2000 census data encountered in this study



