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M5. WACHTER: Good afternoon. |It's good
to see the excitement. W have a special treat
ahead of us -- really, twofold. First of all, we
are going to hear very briefly froma dear friend
and col | eague. This person is a | eader within HUD
and a leader in the nation, as a whole, for social
justice.

It's with great pride and pl easure that |
i ntroduce ny friend and col | eague, Assi st ant
Secretary for Fair Housing and Equal Opportunity,
Eva Pl aza.

(Appl ause.)

| NTRODUCTI ON OF KEYNOTE BY EVA M PLAZA

M5. PLAZA: CGood afternoon. Rather than
to keep you fromthe main course -- or main speaker
I just want to introduce nyself to you

| don't know many of you, as sone of ny
ot her coll eagues do, but I'lIl tell you, we are
begi nning to nake great nmoves and great changes in
the fair housing arena, and we rely on you. That's
the only thing I'd |ike to inpress upon you, as

researchers -- that we rely on your good work to
hel p pull all of the parts of housing together and
to make housi ng both accessible and -- accessible

froma financial point of view and accessible froma
physi cal point of view

Now, just a few thoughts as you go about
your research and your work after you leave this
conference and -- keep in nmind that we are now a
society that's changing rapidly. |It's changing --
t he denographics are definitely changing, in terns
of the nunber of immgrants and the nunber of
mnorities in our society. What | would like to
have all of you keep in mind as you go about your
work -- as the assistant secretary for Fair Housing,
and as | have observed over the |ast three years how
difficult it is to just, you know, do it all alone

-- it's inportant that we start uniting -- not just
in word, but in practice -- that you keep in mind
the principles of fair housing, of one Anerica, in
the research projects and the research work you do.
You know, we always hear about the success
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stories of newimmgrants to this country because
those are the ones that are celebrated and witten
about in the newspaper, but it does take a lot nore
t han one generation, or even two generations, for
nost immgrants in this country to really start
maki ng a dent in their own status in society.

And in that regard, it really does take a
ot of effort, nmaybe two or three jobs, for themto
actually assinmlate into our society, but these are
t he people who work the hardest in our conmunities,
and these are the people who are the victinms of
somet hing that you will hear about | ater on today
shoul d you choose to go to the Predatory Lendi ng
wor kshop, which I would comend to you

As you know, HUD and the Treasury
Department wrote a study after having visited a

nunber of countries throughout -- a number of cities
t hroughout the country on predatory lending. And it
is African-Anericans, after all -- and inm grant-
Americans -- who are the victins in this whole

predatory-lending matters.

So | would urge you, if you have a chance
to wal k around the various workshops this afternoon
totry to make tine for this and try to think about
how you incorporate the work -- or the lives of
these immi grants and African- Aneri can conmunities
who are the victinms of predatory lending. So walk
around, go to the various different workshops. And
| hope that you do get a chance to enjoy ny
col | eague, since -- Alan Fishbein, and the experts
who are a part of that predatory |ending panel

W' ve achieved a lot in fair housing; but
again, | want to enphasize that we cannot do it
alone. W really need the researchers. W need the
m nds, and the institutions that you have backi ng
you, to wite about the effect that inaccessible
housi ng has to imm grant comunities and African-
Aneri cans.

And that's really all | want to say, but I
| ook forward to talking to sone of you. Thank you
Susan?

(Appl ause.)

M5. WACHTER: Thank you, Eva, for your
passi on and your | eadership.

Qur luncheon speaker surely doesn't need

introduction to this group, but 1'll go through sone
of the facts anyway.

Ant hony Downs, former chairnan of the Rea
Estate Research Corporation, forner faculty menber
of the University of Chicago, author of nore than
ten vol umes and many papers, including, just in the
|ast two years, "Political Theory and Public Choice"
and "Uban Affairs and Urban Policy," currently
wor ki ng on "The Cost of Sprawl Revisited," and
currently a senior fellow at The Brookings



Institution.

More inportantly, as a preem nent schol ar
of urban affairs, Tony has been providing w se
counsel and insight to policynmakers for nmore than 30
years. His witings on national and |ocal housing
and comunity devel opnent policy renmain standard
tools for scholars and gui de policynakers and
practitioners throughout the nation. Wth his
| eadershi p on urban and netropolitan issues, Tony
brings an acute insight on how we got to where we
are today and a vision of options for tonorrow.

I am | ooking forward to having Tony reni nd
us of the struggles that have taken place in
Washi ngton and inner cities and the | essons that can
be | earned from past policy as we search for

solutions for the future. Tony.

(Appl ause.)

KEYNOTE ADDRESS BY ANTHONY DOANS

MR. DOMNS: Thank you, Susan. It's an
honor to have been chosen to speak to such a
di stingui shed group of experts. In fact, ny
daunting assignnent is to present an overvi ew of
what our housing policies ought to be for the new
m |l enni um which, as | understand it, is a thousand
years.

(Laughter.)

MR. DOMNS: That's a rather chall engi ng
assignment. | can't cover all aspects of it, but
only those | feel are nobst crucial

(Laughter.)

MR DOMS: | do feel |I'mas reasonably
qualified as anybody el se here to tal k about this



subj ect because of nmy long experience in this field.

In fact, at a recent birthday party ny
wi fe gave ne, with the year ending in zero, | was
rat her depressed by ny |ong experience, in general
She said to ne, "Tony, don't worry. Ahead of you
lies nystery, romance, adventure, excitenment, a |ot
of other great reading."

(Laughter.)

MR DOMS: | said to one of ny five
children, "Do | really look Iike I'm60?" And she

said, "No, but you used to."

(Laughter.)

MR DOMNS: Now, | would Iike to start
with certain background factors that underlie ny
subsequent renarks

First, the American housing production and
urban growt h processes already provide excell ent
shel ter opportunities for nobst households with
m ddl e and upper inconmes, except in a few high-cost
areas |like Northern California. Qur housing markets
work very well for npbst househol ds with noney.

Second, however, the npost w despread and
serious U. S. housing problemlies in the discrepancy
bet ween the | ow i ncones of many poor househol ds and
m ni mal cost of decent housing, as judged by m ddl e-
cl ass standards. Household incomes in the United
States go al nbst down to zero, but the m nimum cost
of what we consider to be a decent dwelling unit
| evel off at sone anpunt -- mininmal anmount that's
needed to cover basic space, plunbing, kitchen
utility, and heating needs. So there's a gap
between the ability to pay of the poorest in society
and the mni num anobunt of shelter costs that they
have to pay to get that mini num anount of shelter

In 1997, 43 percent of all renter

househol ds had i nconmes bel ow 50 percent of their
area nedi ans; 27 percent had i ncones bel ow 30
percent of their area medi ans, which is about
equi valent to the poverty level; and 15 percent had
i ncomes bel ow 20 percent of those nedians.

Now, those people with |ow incones, if
t hey spend 30 percent of their inconme on housing,
which is the accepted standard, cannot afford to
rent very large housing units. The 30 percent whose
i nconmes are bel ow $12,000 a year, if their rent
that's charged is about 90 cents per square foot per
nonth, which is -- | derived fromthe fair narket
rents of the 15 |l argest netropolitan areas, these
househol ds could only afford to rent 333 square feet
if they spent 30 percent of their incone on housing.

Even at 75 cents per square foot per
nonth, they could only afford 400 square feet, which
is half the size of a typical two-bedroomunit.
Fi fteen percent of the househol ds who have the
poor est incones, bel ow $8,000, could afford only 222



square feet, at 90 cents per square per nmonth, which
is about -- which is the rent of a -- of a --
typical rent of a 800-square-foot two-bedroom unit
that rents for $720 a nonth.

So this nmeans that the standards we set

and require for all new construction are so
expensive to build to, that a very |arge nunber of
poor househol ds cannot possibly afford to live in
those units, either w thout spending nore than 30
percent of their income for rent or w thout doubling
up. One way to get 220 square feet is to live three
househol ds per dwelling unit. Now, that's a
possibility of doing it.

But this is one of the reasons why there's
such a contrast between the so-called "smart grow h"
nmovement, which requires very high quality standards
for all new housing, and the ability of American
poor househol ds to pay.

The 1997 fair-nmarket rent for a househol d
of four in the 15 |l argest netropolitan areas was
$720 per month. If that's equivalent to 30 percent
of incone, then the ninimmincomre needed to avoid
housi ng poverty was $28,800 as conpared to the

m ni mum i ncone -- the poverty level for a food-based
neasure is only $16, 400.
So if we base poverty on -- if you had to

spend 30 percent of your inconme on housing, how nuch
would it cost you to get the m ni nrum decent unit,
that would be -- your -- the poverty |level would be
$28, 800, which is a lot higher than the food-based

poverty level of $16,400. |In 1997, over half of al
rent er househol ds had i ncones bel ow $28, 800, so they
wer e "housi ng poor."

Now, this means that our |ow incones
t hensel ves conprise, by far, the | argest housing
problemin the country. The best way to attack that
problem as |I've argued for nany, many years, is not
necessarily by changing the way we build housi ng,
but it's by raising the incones of the poor, which,
of course, lies outside of the jurisdiction of HUD
except that housing vouchers, in essence, are
rai sing the i ncome of the poor.

Athird critical factor in the background
is that the population of the United States will
rise by 48 million people in the next 20 years --
from 2000 to 2020 -- and housi ng shoul d be created
t hat those people can afford to occupy. But over
one third of these added people will be inmgrants
from abroad, as a previous speaker just nentioned,
or their children. Many will be very poor, so
they'Il be unable to afford new units built to our
hi gh-qual ity standards w thout subsidies.

Yet poor immgrants are not deterred from
entering our cities by high housing prices that
force themto double up or triple up, because



overcrowded housing in Arerican cities is vastly
superior to what they experience in their home
countri es.

Now, overcrowdi ng can occur in any group
whi ch renminds nme of sonething that happened in
M nneapolis recently when there were four expectant
fathers sitting around the waiting roomin the ward
where the children are born, and the first one --
they were all pacing up and down nervously, and the
nurse cane in and said to the first one, "Your wife
has just given birth to twins." He said, "That's
fantastic! Wat a coincidence -- | work for the
M nnesota Twins."

A few nminutes later, the second one cane
in and says, "Your wife has just given birth to
triplets." He said, "Wll, that's a little
depressing, but I'm-- it is a coincidence, 'cause
work for the 3-M conpany."

A norment later, the third nurse came in

and said to the third man, "Your wi fe has -- anazing
-- has just given birth to quadruplets.” And he
said, "What a fantastic coincidence. | work for

Four Seasons Hotel."
The fourth nman fainted dead away upon
hearing this.

(Laughter.)

MR. DOMNS: Wien they aroused him he
said, "I never should have taken that job with 7-
11."

(Laughter.)

MR. DOMNS: Now, recent econonic
prosperity conbined with some negative conditions
produced by growth in high-growth areas have
intensified anti-growth feelings in nany
conmuni ties, especially new suburbs. Al though
i ndi vidual localities can slow growth within their
own borders, there is no way, in ny opinion, for
i ndi vidual regions, or the nation as a whole, to
stop or greatly slow down our future growth. Yet
concern with how to cope with this growh is rising
all over the country and will greatly affect the
environnents in which future housing nmust be
created.

As a result, effective housing policy nust
be concerned, in nmy opinion, with the entire growh
process, not just the building of new housing as
though it were a separate fromthe growh process.
Housi ng processes nust be integrated with growth
policies. W have to look at the big picture. It
may be | think that way because |I'm an econoni st,

and econonmists typically ook at the big picture,
and sonetinmes they do so at the sacrifice of being
synpathetic to people who are suffering.

Whi ch rem nds ne of a story about a



O©CoOoO~NOOOUOTA~,WNPE

honel ess person i n Washi ngt on who approached three
people on the street. And the first one was a
menber of Congress, and he said, "I haven't eaten in
three days." The nmenber of Congress said, "It'll be
better after the next election,"” and passed on

wi t hout giving himany noney.

Then he approached the preacher and said,
"I haven't eaten in three days." And the preacher
said, "The Lord will provide," and passed on without
giving himany noney.

Then he approached an econonist. In fact,
it was Al an G eenspan, the chairman of the Federa
Reserve Board.

(Laughter.)

MR DOMS: He said to Alan, "I haven't
eaten in three days." And Alan said, "That's very
interesting. How does it conpare with the sane
period | ast year?"

(Laughter.)

MR DOWNS: Now, the fourth crucial factor
i n background of housing policy is that -- one that

nost of us don't like to talk about. It is that
nost niddl e- and upper-incone househol ds of al
ethnic groups in Anerica do not want to live in
nei ghbor hoods contai ni ng any sizabl e nunber or
percent age of poor people. This is especially true
of househol ds with school -aged chil dren

Ther ef ore, non-poor househol ds, who are a
majority in the country, withdraw from areas where
many poor people live and erect barriers to the
subsequent entry of those poor people into their own
nei ghbor hoods. And this behavior is the foundation
for the soci oeconom c hierarchy of nei ghborhoods
found in every U S netropolitan area. And it's
described in nmy book, "Neighborhoods and Urban
Devel oprent." |'mgoing to mention several books
al ong the way, because I'mtrying to stinmulate the
sal es of those books, which are pretty | ow.

(Laugher.)
MR, DOWNS: Now, such behavior is simlar
to the unwillingness of nbpst whites to live in areas

where nore than 25 to 33 percent of the residents
are African-Americans, no matter what their income
| evels. This behavior by the white ngjority,
although it's not going to be a majority long, as
you just pointed out, underlies continuing racial

segregation. Simlar, but less intensive feelings
are held by whites about other minorities, too.

Now, these two groups exclude the poor
not through purely market forces, but through | oca
zoni ng and ot her regul ations that prevent
construction of affordable units. This behavior is
rooted in the strong desire of hone-owning
househol ds to protect and increase their housing
val ues, since housing is their greatest asset.



Ther ef ore, suburban governnents, which are
al nrost al ways domi nated by home-owni ng voters, tend
to adopt parochial policies that aimat benefitting
their own residents without regard to the inpacts
upon anyone el se.

And the attitude of nost suburban
resi dents and | ocal governnent officials towards
their noral obligation to do sonething about the
poor, nost of themare still living in central
cities, remnds ne of a story about a priest who
di scovered that there was a leak in the roof of his
church, right over the altar. And every tine it
rai ned, the water poured down on the altar, and he
couldn't say Mass.

So he call ed together his wealthiest
pari shioners, and he sat them around the table, and

he said, "Ladies and gentlenmen, you have a noral
obligation to help me fix this roof." And he went
around the table saying that to each of them but
none of them woul d gi ve hi many noney.

He finally cane to the wealthiest one of
all, Patty O Toole, and said, "Patty, you have a
noral obligation to help ne do this. You were
baptized in this church, you had your first
conmmuni on here, you were narried in this church
you' ve gone to Mass here every year for 70 years,
you have a noral obligation to help me do this."

Patty | ooked at himand said, "What do you
know about noral obligations, Father? 1'll tell you
about them | have a daughter with seven children
her husband just left her, she hasn't got a penny.
| have a noral obligation to support that famly
My son just graduated from nmedi cal school, spent al
his nmoney on tuition. Now he wants to devel op a
cure for AIDS. | have a noral obligation to support
that benefit to humanity. M nother's 90 years old
and has to go into a nursing hone. It costs $150 a
day. | have a noral obligation to pay for that.
Those are real noral obligations. And, by God, if |
can say no to them | can sure say no to you."

(Laugher.)

MR DOMNS: Now, that is the attitude of
the typical suburbanite towards city problens, and
that is one of the factors which -- when Secretary
Cuonmo was tal king about "this is the noment for the
political acceptability of an active program" he
didn't nention how to overconme that attitude, which
is one of the great difficulties of doing so.

Excl usi onary zoning is reinforced by the
desire of local officials and citizens also to
m ni mze taxes by bl ocking |and uses that generate
nore | ocal expenses than they produce in revenues.
And t hat neans housing, especially housing for
people with children. So truly affordabl e housing
is regarding as a fiscal anathenma by npbst suburban



governnments. And they all try and shunt it off to
some ot her pl ace.

Yet our economy cannot run without many
| ow- wage workers who service all of these
conmunities and provide a | ot of the services that
their residents really want to have. But they can't
af ford decent units in these comunities.

These exclusionary notives are enphasized
during periods of prosperity when the residents have
the luxury of not worrying about their jobs or
i ncomes. Then they can worry about el enents |ike

congestion and lifestyle and how fast their
community is grow ng.

Anot her result of prosperity has been
rising prices and rents that hurt the poor. From
1990 to 1999, nedi an hone prices in the largest 21
nmetropol itan areas rose an average of 34 percent.

Now, a central, if unintended, consequence
of this exclusionary behavior is significant
concentration of the poorest househol ds together in
hi gh- poverty nei ghborhoods in the central cities and
ol der suburbs, especially poor mnority househol ds,
who are doubly excluded -- and you are all famliar
with this conclusion. Yet concentrating many very
poor peopl e together produces adverse nei ghborhood
environnents that reduce the life chances of people
who live there conpared to environnents w th nuch
nore econom cal ly di verse popul ations.

I am convi nced, and so are nost big-city
mayors and nmany HUD officials, that we cannot
i nprove the quality of life for the very poor
wi t hout reducing big poverty clusters in our cities.

Now, | don't nean to inply that all the
problens in |life are caused just by poverty. In
fact, a recent study showed that one out of every
three Americans of every incone group is suffering

fromsone type of mental instability. Ladies and
gentlenmen, |'d Iike each of you to |look at the two
people sitting next to you

(Laughter.)

MR DOMS: |If they look all right, then
you're the one.

(Laughter.)

MR. DOMNS: Moreover, the problens caused
by poverty concentrati ons have been worsened by
federal and ot her governnent policies that focus
nost housi ng assi stance and incentives on the very
poor est househol ds in the poorest nei ghborhoods.
This was done in the nane of humanely aiding those
who needed it nost, but this policy has failed
because it increased the concentration of the
poor est househol ds together, as in high-rise public-
housi ng projects, thereby creating socially
destructive environnents.

It istine to realign incentives created



by federal policies so they encourage greater incone
diversity, even if that means giving public aid to
peopl e who are not the very poorest. For exanple,
nore points for | owincone housing tax-credit

proj ects should be given to those with noderate
percentages of very poor residents rather than to

those with the highest percentages, as is now done.

Now, HUD is already trying to realign sone
of its incentives to create nore incone diversity in
quite a few ways, but it should do even nore.

The precedi ng points show that the
dom nant Ameri can housi ng-devel opnent process causes
a progressive abandonnent of parts of nany |arge
ol der cities through growth at the suburban fringe
aggregati ng urban decline.

Now, many observers, particularly
promoters of smart growth, blame urban decline on
suburban spraw, but | think that conclusion is
false, and it's based on a |lot of research |'ve done
on the rel ationshi p between suburban sprawl and
urban decli ne.

Maj or suburban growth in U S. netropolitan
areas was and still is inevitable because of the
popul ation increases in our netropolitan areas plus
rising real incomes that generate desires for |ow
density living. Sprawl is just one possible form of
suburban growmth. W're going to have to have
suburban growth. We've had to have it. W're going
to have nore it, but sprawl is just one possible
formof it which is marked by very | ow densities,
| eap-frog devel opment way out into the vacant

countryside, unlimted outward expansi on, and heavy
dom nance by -- of autonotive transportation.

In the United States, sprawl has been so
dom nant that nost people wongly think that spraw
is identical to gromh. And, therefore, when we
tal k about suburban growth, they think sprawl is the
only formthat's possible. But that's not true.

It reminds ne of sonething W C. Fields
sai d when he was expl ai ning the causes of
drunkenness and intoxication. He said, "People get
drunk when they drink Scotch and water; they get
drunk when they drink Bourbon and water; they get
drunk when they drink Rye and water" -- for which he
concl uded that drunkenness nmust be caused by water.

(Laughter.)

MR DOMWNS: And that's the same concl usion
many Anerican researchers have nade -- that urban
decline nmust be caused by sprawl because it's
related to growmh. But |I've conducted extensive
regressi on studies that show al nbst no connecti on
between the basic traits of spraw that | just
nentioned and urban decline, where | neasured
decline as either the city popul ati on change from
1980 to 1990 or as an index of decline indicators



like high crinme rates, high poverty rates, et

cetera.

Now, | admit | was very surprised by this
conclusion. | thought these two things were closely
rel ated, but further analysis convinced ne that it's
not the | owdensity aspects of suburban grow h,

t hose which conprise sprawl, that lead to urban
decline; rather it is the operation of six other
basi ¢ characteristics of our devel opnent process,
sone of which I've al ready nentioned.

First, we require all new housing to neet
very high quality standards that poor people cannot
afford wi thout subsidy. Second, we don't give them
the subsidies, so, therefore, they can't afford to
live in newgrowh areas. Third, we encourage
excl usi onary suburban zoning. Fourth, we engage in
wi despread racial segregation in alnost all housing
markets. Fifth, we maintain nmajor obstacles to the
redevel opment of ol der core areas. And sixth, we
have soci al val ues that encourage households to nove
to hi gher-status nei ghborhoods when their incones
rise. These factors, not |ow density, are the
reasons why our growth process causes poverty
concentrations.

Now, this is an inportant conclusion
because it inplies that continued growmh at the

peri phery would still lead to concentrated poverty,
even if we shifted fromsprawl to nuch nore conpact
fornms of growh, unless we altered those six basic
characteristics, or sone of them And concentrated
poverty woul d, therefore, still generate w thdrawal
of the nmiddle class to the suburbs, which aggravates
urban decli ne.

In fact, the poor thensel ves often nove
out of the high poverty areas as soon as they get
hi gher incomes. They're |ike mountain clinbers.
Mountain clinbers do not tie each other together
with ropes to keep fromfalling down the nountain,
but they keep the sensible ones from goi ng hone.

(Laughter.)

MR. DOMNS: That's a subtle joke to see
whet her you're still awake, and | don't think you
are.

(Laughter.)

MR. DOMNS: Now, let's turn to ny
concl usi ons about housing policy fromthese
background factors.

My first conclusion is that, by far, the
nost i nportant housing policies are being set by
| ocal governnents, not by the federal governnent.
True, the federal governnent influences the

financial climate that affects housing affordability
and production, but |ocal governnents set the rules
of housing quality and density that really determ ne



t he amount of housing built and where different
i ncome groups will live.

And those |local policies are nainly
determ ned by the parochial and excl usionary
per spectives of suburban honeowners, as described
earlier. This perpetuates poverty concentrations in
ol der core areas.

Therefore, the nost inportant thing the
federal governnent can do to inprove housing
opportunities for the poor is to exert influence on
| ocal governnents to be | ess parochial in deciding
what types of housing can be built and where it can
be built. This would require HUD and Congress to
create incentives for |local and state governments to
nodi fy their current exclusionary behavior towards
housi ng.

And this is all discussed in ny book, "New
Vi sions for Metropolitan American," which was
publ i shed by Brookings a couple of years ago and is
avail abl e for $16.99 fromthe Brookings Institute.
And | urge you to buy it. | don't care whether you
read it, but 1'd like you to buy it.

(Laugher.)

MR. DOMNS: Now, | admt nost Brookings
books are not the nbst exciting books you've ever
read. They lack the sex and viol ence you normally
associate with your leisure-tine reading.

(Laughter.)

MR. DOMNS: |In fact, nobst Brookings books
are the type that, once you put them down, you just
can't pick them up again.

(Laughter.)

MR. DOMNS: But ny |atest book, "Stuck in
Traffic," is nowin its second printing, which neans
there are now two copi es.

(Laughter.)

MR. DOMNS: So you can see how popular it
is.

Now, an exanple of what HUD ought to do
has been created by EPA and t he Departnent of
Transportation, the latter and the forner of the
nmet ropol i tan pl anni ng organi zati ons. Both require
each netropolitan area to establish a regiona
pl anni ng agency that considers area-w de pl ans
before the federal governnment will provide any funds
to any governments in the region. HUD could nake
its financial aid simlarly contingent on regiona

pl anni ng.

Possi bl e goals of HUD s regi onal planning
requi renent would be to require each nmetropolitan
region to establish fair-share allocations of |ow
cost housing anpbng its conmunities, to all ow owners
of single-fanily homes of a certain size to create
accessory apartnments in their hones, even if the
| ocal governnent doesn't pernit it, to require every



conmunity to zones sone land for nulti-fanily
housi ng, to expand the use of vouchers to encourage
an even greater noving-to-opportunity program

At the very least, HUD coul d nake pl anni ng
grants to | ocal governnents within regions where al
such governments agree to develop a voluntary
regional plan -- and | think that is in your budget,
in fact, for $25 mllion, as | understand it.

Now, it's true that because suburban
honeowners forma najority of voters in the U S.,
Congress will be reluctant to pernit such a policy.
Yet HUD shoul d press to get one, because HUD cannot
reduce inner-city decline wthout affecting the
growt h process as a whol e, which neans affecting
| ocal suburban growth policies.

A second key goal of housing policy should
be to deconcentrate existing high-poverty encl aves

in two ways. One is by using vouchers to give
househol ds vol untary opportunities to nove to

m ddl e-i ncone nei ghbor hoods, as in the Chicago
Gatreau program and your own novi ng-to-opportunities
program The other is to encourage greater incomne
diversity in poor neighborhoods, including in public
housi ng. These are already present goals of HUD
policy that should be pronoted nore strongly.

And these are not new ideas. |In fact,
I've included them as the basis of my book, "Opening
Up the Suburbs," which was published in 1973 and has
attained the world record for the | owest royalties
ever earned by any book

(Laughter.)

MR, DOMS: One year, | got $8.42. And
several years | had negative royalties because there
were nore returns than sales.

(Laughter.)

MR. DOMNS: Now, this approach of
deconcentrating the enclaves of the poor contradicts
the desire of niddle- and upper-incone households to
i sol ate thensel ves fromthe poor. Since the non-
poor are much nore numerous and nore powerful
politically than the poor, society has resisted
nearly all attenpts to deconcentrate the poor by

integrating theminto nore affluent comunities.

How you |ike this, of course, depends on
who you are. |If you' re sone of these exclusionary
suburban residents, you'll like it. |If you're
excluded fromthe opportunities provided in those
conmunities, you don't like it.

Like the airline pilot who called up the
tower and said, "What tine is it?" The tower
operator said, "Well, that depends on what airline
you're with., If you're with United, it's 1:15; if
British Airways, it's 13:15; if you're with U S.

Ai rways, the big hand is on the three, the little
hand is on the one."



(Laughter.)

MR. DOMS: "If you're with Continental
Airlines, it's Thursday."

(Laughter.)

MR. DOMNS: Now, | have long believed in
ny heart that we, in the mddl e- and upper-incone
groups, cannot ultimtely upgrade our poorer
brothers and sisters at arnmls |ength but nust
sonehow share our nei ghborhoods with them and our
schools with themif we want to create truly equa
opportunities in our society.

Al of the great religions of the world

have, as one of their primry conmmandnents, "Love
thy neighbor as thyself.” | don't think they neant,
by that, "First, screen out all the nei ghbors that
don't seemlovable to you so the only ones that are
left are those you think are |like you and,
therefore, nore lovable." But this is a distinctly
mnority viewpoint strongly resisted by the vast
majority of non-poor Anericans and even by many poor
househol ds.

My third key goal is striking a better
bal ance between aid to honeowners, mainly in the
formof tax benefits, and aid to poor renters by
greatly increasing the latter.

In the 1990s, HUD has pl aced nuch nore
enphasi s on pronoting home ownership than aiding
| ow-income renters, even though the latter have nore
serious housing problens. Honme-ownership rates have

risen notably -- and that is good -- but today,
buil ders are putting up many houses -- at least in
the vicinity of where | live -- costing two to three

mllion dollars. And | think it's ludicrously
unjust to give the owners and the purchasers of

t hose houses tax benefits of as much as $58, 000 a
year without providing any assi stance to nost
eligible lowincone renters. W don't need to

encour age nore nansi ons.

Now, it's true that it takes time to build
up capital, and that's why HUD has encouraged hone
owner shi p, which rem nds ne of sonething that
happened to me when | was snmall boy. | played a
gane a lot called "Spin the Bottle." How nmany of
you have ever played "Spin the Bottle?" You're too
young. You don't remenber this gane; you're all too
young.

Anyway, it's a ganme in which a girl spins
a Coke bottle, and if it points at a boy, she either
has to kiss himor pay hima nickel. And | played
this game a whole lot when | was a kid, with the
unexpected result that, by the age of 14, | owned ny
own hone.

(Laughter.)

MR. DOMNS: Now, one thing that HUD coul d
do regarding the bal ance of aid to homeowners and



renters is change the interest and property-tax
deductions to tax credits, which would be nmuch
fairer without elimnating tax benefits altogether
by any neans to hone ownership. This would either
shift nore benefits to I ess affluent honeowners or
save noney, depending on how the tax credit rate is
set. The noney that's saved could be allocated to

greater assistance to |owincone renters.

And | think Fred Eggers showed ne a
statistic this norning that only 22 percent of the
househol ds actually receive -- actually deduct these
things fromtheir incone, because so nany of them
use the standard deductions. So we woul dn't
necessarily be offending a majority of households if
we shifted froma tax deduction to a tax credit.

More federal noney should be spent on
aiding lowincone renters, mainly as vouchers and as
aid to the rehabilitation of older housing units.
HUD shoul d al so consider setting higher fair-nmarket
rents in suburban narkets with high housing prices
to enabl e Section 8 households to live there. And
t hi nk you have just done that, too. You've just
rai sed your fair market rents. The present single-
rent policy in all parts of the netropolitan area
further encourages concentration of the poor

Now, because it is politically inpossible
to focus all federal aids on deconcentrating
exi sting poverty enclaves, we should al so i nvest
not abl e resources in inmproving conditions within
those enclaves. W will be unable to deconcentrate
even a mpjority of existing high-poverty areas
within any short tinme, so we can't ignore the people

who are still in these poor nei ghborhoods; however
-- and here 1'mgoing to say sonething which will
of fend nbst of you -- we should recognize that

efforts to upgrade such areas are not likely to work
unl ess many non-poor residents can be attracted to
live there.

Billions and billions of dollars have been
spent to encourage conmmunity-devel oprment
corporations and enpowerment zones to upgrade their
entire nei ghborhoods. Although they have created
many i nprovenents in those nei ghborhoods, few of
t hem have succeeded in upgrading the entire
nei ghborhoods. It is time to stop wasting such aid
by focusing nore of it on encouraging diversity.

W' ve been giving people what they want,
even though -- whether it works or not, which, of
course, remnds ne of a story --

(Laughter.)

MR. DOMS: -- about a farner who had a
bunch of cows he wanted to get inpregnated. He
didn't have any bull that could do the job, but he
found out that down the street fromhimlived a
farmer who had such a bull, so he | oaded up his cows



in the truck. He took them down there and had them

serviced by the bull. And before he went home that
night, he says to the other farner, "How will | know
whet her this has worked, whether they're pregnant?"
The other farmer said, "Well, you | ook out the

wi ndow in the morning. |If the cows are grazing
contentedly in the pasture, they're pregnant. |f

they're standi ng nervously in the corral, they're
not."

So the next norning, he | ooked out the
wi ndow, and there were no cows grazing contentedly
in the pasture. They were all standing nervously in

the corral. So he |oaded up the truck, took them
down, had them serviced again, cane back the next
norni ng and | ooked out the w ndow -- again, no cows

grazing contentedly in the pasture.

So he took themall down and had t hem
serviced again. Then came hone that night, and he
said to his wife, "I can't stand the thought of
| ooki ng out the wi ndow again. You |ook out the
wi ndow tonmorrow and tell me what's happening. "

The next norning, they woke up. She
| ooked out the wi ndow, and he said, "Are they
grazing contentedly in the pasture?" She said,
"No." He said, "Are they standing nervously in the
corral ?* She said, "No." He said, "Were are
they?" She said, "They're all standing in the

truck, and one of them s blow ng on the horn."

(Laughter.)

MR. DOMNS: But followi ng the advice of
trying to encourage nore diversity neans devoting
public funds to providing incentives to persons
other than the very poorest. This is a politically
controversial but, | think, necessary strategy that,
in fact, nost city mayors are now pronoting because
they realize how inportant it is.

Now, anot her goal of federal housing
policy -- looking at the mllennium which is a |long
time -- should be closer integration of |and-use
pl anni ng, transportation planning, and environnental
pl anni ng since each type of planning is heavily
i nfluenced by the others in the process of nutual
causation. In theory, the Departnents of Housing
and Urban Devel opnent and the Departnent of
Transportation should be nmerged into one federa
agency. It could be called either THUD - -

(Laughter.)

MR. DOMNS: -- because of it's heavy
i nfluence; or maybe HUDAT, just for fun

(Laughter.)

MR. DOMNS: That departnment shoul d then
require each netropolitan area to devel op sone type

of coordi nated affordabl e housing and ground
transportation planning as a single docunent as a



prerequisite to receiving federal funding, because
inthe United States, transportation planning is
generally not done with full recognition of its

i mpact upon | and use, and vice versa.

Last week | was in Seattle, and | was
speaki ng on the future of ground transportation to a
futurist conference sponsored by the Departnent of
Transportation. This is ny big futurist period.

And the Departnent of Transportation -- for nmany
years, |'ve been urging themto consider integrating
the inmpacts of their public transit planning, their
hi ghway pl anni ng, their airport planning, not just
as means of noving people fromA to B, but as

form ng the skeleton of future urban devel oprent.
And they have consistently ignored that and not done
it.

So the only way to get it done is maybe to
nmerge the two departnents. However, it would not be
possi bl e to conbi ne these departnents without major
changes in the conmttee structures of Congress.
Congress is far nore resistant to reformthan any
other institution in Anerica, even HUD. And trying
to closely integrate the actions of separate federa

agencies is usually a vain exercise.

As a starter, HUD should clean up its own
act a bit. For exanple, HUD s econonic devel opnent
initiative recently financed a new hotel in
Hunt i ngt on Beach, California, wthout inquiring
whet her the | owwage workers to be hired by that
hotel could afford to live there or would have to
drive many mles back and forth to work, thereby
adding to traffic congestion and pollution

No such grant shoul d be approved w t hout
exam ning their inpacts upon |Iocal housing and
transportation requirenents. W need nore
bureaucratic discipline within your agency and
wi thin nost federal agencies, 'cause discipline is
important in all aspects of life.

Li ke the farner and his wife who had two

teenage sons -- different farner --
(Laughter.)
MR. DOMNS: -- and they were increasingly

using profanity. And the wife said to her husband,
"These boys are getting out of hand. W've got to
do sonething about it." He said, "Alright, tonorrow
morning, |I'1l start disciplining them"

Next norning, he and his wife were sitting
at the breakfast table, and the two sons canme in

with a clatter, and the ol dest one sat down and
said, "Were are the goddam Cornfl akes?" And the

farmer, who's a huge man -- he grabbed -- stood up
grabbed his son by the throat, gave hima right

cross, knocked hi mup against the floor -- against
the wall, went over and stonped on him picked him

up, threw himdown in his chair, turned to his other



son, and said, "Now, what do you want ?"

H s other son | ooked at himand said, "I
don't know, but you can bet your ass it isn't
Cor nf | akes. "

(Laughter.)

MR. DOMNS: Now, the last policy |I'm going
to recommend is that the federal government shoul d
continue to pronote econony policies that keep
interest rates |ow and | abor nmarkets tight. Low
rates nmake it easier to build nmore housing, and
tight | abor markets raise the inconmes of nmany | ow
i ncome workers. The long run of nine years of
prosperity has done nore for the econom es of our
cities than all other federal policies of any kind
what soever .

Now, as we consider these policy
recomendat i ons, one enornmous obstacle to achieving
themenerges. It is the fact that present

institutional arrangenents in housing markets and
grow h processes favor the mddl e- and upper-incone
majority at the expense of the |owincone ninority,
especially lowincome ethnic mnorities. For
exanpl e, as | have pointed out, concentration of
poverty in ol der core areas pernmts nore affluent
househol ds to live in nei ghborhoods nostly free from
the problens associated with poverty. And that's
just what they want. And they get it.

It's hard to get themto change wi thout
sone kind of a crisis or hitting themover the head,
like the master of cerenpnies at a banquet, and the
speaker was going on |longer and |l onger. And he
| ooked -- he kept passing himnotes, saying, "Stop
You're going on too long. The audience is getting
restless.”

The speaker woul dn't pay any attention to
him He was a professor --

(Laughter.)

MR. DOMNS: -- and he kept on going. So
the master of cerenonies | ooked, and at the table in
front of himwas a water bottle with a top on it,
and he said to hinself, "If | screwthe top on this
water bottle, and I pretend to go up to give hima
drink, 1'll pretend to slip, I'll swing the water

bottle, I'lIl hit himover the head, knock himcold,
and we'll drag himoff the platform" He got so
desperate he decided to do this.

So he screwed the top fromthe water
bottle, he started up, he started to swi ng, but he
did slip. Instead of hitting the speaker, he hit an
old man sitting right next to the speaker. The old
man' s head sl unped down on the dais. The master of
cerenpnies said to hinself, "My goodness, nmaybe |'ve
killed this poor old nman."

Just then, the old nan | ooked up and said,
"Hit me again, | can still hear him™"



(Laughter.)

MR. DOMNS: Fortunately, Susan, there's no
wat er bottle on your table.

(Laughter.)

MR. DOMNS: Now, the problemis, in short,
that denocracy is working, because the majority has
created and sustained arrangenments which benefit it
and which its nmenbers, therefore, do not want to
change. For decades, it has proven extrenely
difficult to persuade that majority to alter those
institutional arrangements which benefit it by
i mposi ng high costs upon the poor. Appealing to
their synpathy for the poor has had only nodest

results.

We don't have concentration of poverty
t hrough sonme accident. W don't have a
concentration of poverty through narket forces. W
have it because it's a deliberate construct of
peopl e who are excluding the poor fromtheir
communi ti es through exclusionary zoning.

But now the suburban majority itself is
begi nning to conpl ain about sonme of the costs of the
grow h process that it's generated, particularly
traffic congestion. The challenge of those of us
trying to inplenent the policies | have described is
to use these feelings of dissatisfaction to achieve
institutional changes such as at |east sone regiona
pl anni ng mechani sms that mght help remove sone of
the unfairness and ineffectiveness of our present
housi ng and devel opnent processes and their unjust
results for the poor

Such appeals to the self-interest of the
majority should include pointing out two
consequences of their failure to upgrade the skills
and i ncones of people now living in concentrated
poverty areas or to pernit nore of themto nove to
t he subur bs.

First, if we fail to do that, we'll weaken

the ability of these people to buy the suburban
hones of the current white baby boomers when they or
their children want to sell those hones.

The potential narket for housing will then
consi st heavily of mnority households now living in
cities. But if those possible buyers cannot
mai ntain future hone val ues because they don't have
enough incomes or skill, the present residents wll
not be able to sell their units at the prices they
like.

Second, if |owwage workers essential to
bot h busi ness and residential areas have to live far
fromwhere the jobs are | ocated because there's no
af f ordabl e housi ng nearby, then both traffic
congestion and air pollution will rise reducing the
quality of life for the affluent househol ds who can
afford to live there.



And traffic congestion is often very
confusing. Just the other day, Irving Jones was
driving down the expressway when the phone in his
car rang. And he picked up his cell phone. His

wife said, "lrving, be very careful. | just heard
on the radio that sone idiot is driving the wong
way down the expressway." And Irving said, "It's

not just one. There are hundreds of them™

(Laughter.)

MR. DOMNS: |In conclusion, | hope we'll
recogni ze that the future housing policies and
future metropolitan growmh policies of our country
are inextricably intertwined and cannot be treated
separated. If so, we can perhaps use the grow ng
awar eness anong even niddl e- and upper-incone
househol ds that our growth policies nust be changed
to achi eve nmjor inprovenents in our housing
policies in the new mllennium Thank you.

(Appl ause.)

M5. WACHTER: And we say, "Amen," to the

| ast one.

Now, about that inconme tax deduction, |
think we have to -- actually that's the Depart nment
of Treasury's conference across the way. W' Il have

to take up the nortgage deduction later. W have
some ability to answer a few questions fromthe
audi ence.

MR. DOMNS: No, | have the ability to
answer the questions.

(Laughter.)

M5. WACHTER: Yeah, | don't.

MR. DOMNS: They have to have the ability
to ask them however. Anybody want to ask ne a

guesti on? Anybody dare to ask nme a question?

(Laughter.)

M5. WACHTER: No questions?

MR DOMS: Well, let's begin with the
second question, because the first question is very
difficult, so --

(Laughter.)

MR. DOMNS: No questions.

M5. WACHTER: Thank you very nuch.

(Appl ause.)

M5. WACHTER: | think we have all the
answers al ready.

W have -- in the next sessions, we're
goi ng to hear about the new voucher initiatives, how
we' re maki ng vouchers nore affordable, about -- with
sone very recent changes -- and new production
initiatives which are on -- underway as we speak
today, so you'll have the nost recent information --

and al so predatory lending. As the cities cone
back, what are we doing to help protect the nost
vul nerable? And finally, after that, we have a
pl enary session on building a million homes --



23 mar ket rate honmes -- to help acconplish sonme of what
24 Tony's been tal ki ng about .
25 So we | ook forward to seeing you back here

at that. Enjoy the next sessions. Thank you.
(Wher eupon, the proceedi ngs were adj ourned
at 1:45 p.m)



