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Chapier Two: The Historical, Social & Economic Contexts
Of Homelessness - The Case of Philadelphia

Accept for the moment that homelessness occurs when either people have too little
money to afford the going price for housing, or there is too litile housing for people to
-afford, or there is insufficient supply of the particular kinds of housing and
affordability that are in demand by the consumers of housing. This critical fit, among
housing costs, housing supply, income sufficiency, and the demands of housing
consumers, must be éatisfac:torily- achieved in a given locality in order for homelessness
1o be avoided in the population. Assuming that that is-true, then one is led to ask
questions about what has happened in the 1980's and before, that has led to a mismatch
in income resources, housing costs, housing supply, and the demands of housing
consumers, leading increasing numbers of people to become residentially unstable and
homeless, or at the least, to be at greater risk of residential instabilty and homelessness.

The previous chapter reviewed what has been the dominant perspective for
understanding the growth of the homeless problem in the 1980’s - the “defect” modsls
“of mental iliness and substance abuse. But as the opening paragraph suggests, this
chapter will provide an alternate frame of reference for understanding the homeless
problem, and for understanding the research project reported in this thesis. The
research for this thesis explores how homelessness occurs in the lives of individuals,
and in the context of their family, work and social relations. But these more immediate

contexts of homelessness also occur in a wider set of historical, social and economic



On Becoming Homeless
49

conditions, that in turn have a profound effect on the resources of the individual
families, households and communities from which homeless pedpie come. It is those

larger contexts which will be explored in this chapter, as a way of then understanding
the more immediate coniexts of individual experience that lead to homelessness. Hence,
this chapter will not iook at the behavior or choices of individual persons, but instead
wili focus on the social and economic conditions facing those groups most vulnerable to
homelessness. Before beginning that examination, it is helpful to note that this
“‘ecological” perspective derives from a different set of assumptions regarding the
sources of homelessness than those from which the “defect” model derives. And by
examining those assumptions, the reader will be provided with an introduction to the
logic that will guide the remainder of this chapter, and the study that follows.

The first and perhaps most important point of contrast between the assumptions of
“defect” and “ecological” models of homelessness is that defect models pay primary
attention to the individual traits of homeless people, and see those individual traits as
providing the basis for understanding how people become homeless. An ecological
7 _perspective, on the other hand, would give far more attention tdl the dramatic shifts in
the demographic profile of the homeless as a group, and see those changing group
characteristics as suggestive of an analysis of the problems facing those same groups
among the “homed” population to better understand their “homelessness.” A second
important difference, defect models assume that peoples’ “homelessness” is the most
critical biographical fact in understanding the problems of homeless people; hence, the
focus on “their” current problems as individuals. An ecological perspective, on the
other hand, would not view peoples’ current homelessness as individuals as the only or
most relevant fact of imporiance. Rather such a perspective would emphasize that
people come from homes, and it is the homes from which they come, and the social and

economic circumstances facing those homes, that are far more important in
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understanding the deveiopment of their homelessness. Finally, defect models are more
likely to emphasize how homeless people are different or separate from the class
dynamics affecting the rest of the population, and consequently are more likely to think
of the homeless as part of an “underclass.” An ecological perspective, contrary to the
image conjured by the idea of an “underclass,” would see class dynamics as critical to
understanding homelessness, and would try fo explore how the e*periences of homeless |
people are connected to the dynamic social structuring processes of the political
economy.

This chapter represents an initial attempt to construct an “ecological perspective”
for understanding the development of homelessness in the 1980’s, and the contexts in
which the individual experiences of homelessness develop. This examination will begin
- as suggested by the opening paragraph - by assuming that homelessness is a reflection
of housing and income problems facing the larger population of people demographicalty
represented among the homeless, and the many Americans who also face increasing

_housing-cost and income-resource pressures. Because both housing and income are

- factors that mediate larger social, economic, and poiitical forces, they provide a starting
place for looking for the deeper structural sources of homelessness, And since
homelessness is only a small part of the poverty problem, which in turn is only a small
part of the inequality structure, and the hierarchical organization of resources and
power in history, homelessness has wider associations than one might initially assume.
But to limit the discussion to a reasonable set of issues, this “ecology” will explore the
development of homelessness in a particular locality and within a specified time period.
Therefore, this chapter will begin by comparing the demographic profile of
Philadelphia’s homeless from the days of “skid row,” or the early 1960’s, to the late

1980°'s. In order to understand that shifting profile, explanations will be sought in the
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changing political economy of the Philadelphia Metropolitan area since the 1950’s.
More specifically, trends in the development and underdevelopment of the Philadelphia
Metropolitan area since World War 1I, primarily resulting from suburbanization, the
geographic decentralization of the economy, and deindustrialization, and accompanied as
they were by black urban in-migration, will be assessed for their differential impacts
on the current housing and income.situaﬁons of suburban and urban populations. Though
the choice to go back to WWII is an arbitrary one, it has not been randomly chosen, as it
marks the beginning of radical shifts in the social, economic and demographic
organization of the Philadelphia metropolitan area. Secondly, other factors associated
with the disproportionate experience of the housing and income crises in the city of
Philadelphia, such as the expansion of the low-waged service economy, occupational
segregation, discrimination and limitations in housing finance, the abandonment or
gentrification of urban neighborhoods, and deficits in social insurance programs, will be
discussed for their relevance to prominent groups represented among Philadelphia’s
homeless in the 1980's. Finally, evidence for the disproportionate experience of
Philadelphia’s housing and income ¢rises by young adulis, “minorities” and single men
and women will be sought in the shifting residential patterns among those groups in the
“homed” population of Philadelphia, providing perhaps the best evidence linking

* changes in structural factors with changes in the demographic profile of the homeless
population.  Such an “ecology” of homelessness will then provide the critical historical,
social and economic framework for understanding the research report to foliow, on how
individuals become homeless in the more immediate contexis of family, work and social
relations, relations which are themselves embedded in this larger historical framework

of the changing political economy of the Philadelphia Metropolitan area.
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A Demographic Pfofile of Philadelphia’s Homeless:
The Other Yuppies (The Young Urban Poor)

The literature review in Chapter One informed us that across the United States the
homeless population is now dominated by young adults under the age of forly,
“minorities,” particuiarly blacks, and by increasing numbers of women and children.
1t is such dramatic shifis since the days of “skid row” that prompt serious guestions
about the adequacy of “defect” models of homelessness, and that suggest an alterhate
framework for understanding the wider contexts behind such shifts. In considering that
larger context in the case of Philadelphia, it will be helpful if the reader first considers
the significant changes that have occurred in the demographic profile of Philadelphia’s
homeless population. To do that, a "skid Eow" sample of the Philadelphia homeless from
the early 1960's (Blumberg, Shipley & Shandler, 1973), will be compared with a
recent study of homelessness in Pennsylvania by Ryan, Bartelt & Goldstein (1989},

- along with some data from that study specifically on Philadelphia's homeless (Barieli,
1989).

The Blumberg, et al. (1973) study describes the demographic profile of the "skid
row" population of Philadelphia based on two surveys of the central city region known at
the time as "skid row"; one done in 1960, and ancther completed in 1964. In describing
the sampling procedure, the authors revéal how homelessness at the time was viewed
primarily as a geographic concentration of marginally housed older men, that was, not
surprisingly, soon to be replaced by a city redevelopment project: "The 1960 survey
was designed as a census of the homeiess and unattached male population of the Franklin
Square Redevelopment area 'and adjacent areas and in those Philadelphia institutions
which house men of similar socio-economic characteristics" (p. 229}. The 1964
survey used the same geographic definition of eligibility, though it attempted o sample

within the ‘geographic ares, rather than to obtain a "census."l The recent Pennsylvania
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survey (Ryan, et al, 1989) aitempted to interview all "homeless" peopie in the State of
Pennsylvania by requesting the participation of all of the emergency shelters known to
exist in the state in a one-night survey of the population. Again, simply by observing
sampling differences, one can tell that the character of homelessness today and what is
called "homelessness” today are very different from the days of "skid row." Nowhere in
the recent Ryan et al. (1989) survey is there any mention of a geographic region known
as "skid row," and no people living in SRO or cubicle hotels are considered as homeless

or eligible for the survey.2

insert Table 1 about here

As can be seen in Table 1, the first difference between Philadelphia's "skid row” in
the 1960's and the “homeless” in Philadelphia in 1988, is that there were no women
_included in the "skid row" studies, whereas women account for 35.3% of the
Philadelphia homeless in 1988, and 39.9% of the Pennsylvania homeless in 1988. The
Blumberg, et al. (1973) study does not explain whether the skid row area was entirely
male, or whether women were simply excluded from the siudy, but it does reflect the
general impression at the time that homelessness and skid row was a “male condition.”
Most of the Pennsylvania women who were ho;neless in 198”8 were homeless with their
children (56%), with two-thirds of the remaining women being single aduits without
accompanying children, and the other third describing themselves as "other” (many in
married couples). About 31.5% of the homeless families in Pennsylvania are headed by
a male, and 31.9% of the homeless families in Pennsylvanié are white. Therefore, the
homeless families are predominantly comprised of "minorities,” and are households

headed by women,
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The second dramatic shift in Philadelphia's homeless, even more significant than was
suggested by the review in Chapter One, is the racial composition of the "homeless."
Blumberg, et al. (1973) found that "skid row" was almost completely white, with 87%
in 1960. In contrast, the homeless in Philadelphia in 1988 were 87.1% "minority,"
including 82.9 percent black. Similarly, across the entire staie of Pennsylvania, the
black population is disproportionately suffering the effects of homelessness, among
whom they comprise 64.7% of the homeless population, as opposed to their 9.6%
representation in the general population - an over-representation of nearly 700%! In

Philadelphia, since the black population is only 38 percent of the general population,
black Americans are over-represented among the city's homeless by approximately |
218% - more than twice the proportion of blacks in the city's overall population.

Considering race and gender together, one can readily observe from Table 1 that the

- *minority male” was the most likely candidate for homelessness in the city of

Philadelphia in 1988, as well as throughout the state of Pennsylvania, compared to the

other gender and race groups. “Minority females,” especially in Philadelphia, are also
more likely to become homeless than are white men or white women. - This is in conirast
to the days of “skid row,” when homelessness was almost entirely a problem of white
males.

The findings in Philadelphia regarding the age distribution of the homeless are also
supportive of the conclusion in the literature review in Chapier One, that the homeless
of the 1980’s have been much younger. Blumberg et al. (1973) didn't even bother
reporting the age-breakdowns for the homeless on skid row under 45, as they found only
24% of the homeless in 1960 and 21% of the homeless in 1964 as under 45 years of
age. in 1988, however, fully 24.2% of the homeless in Pennsylvania and 17.9% in
Philadelphia were children, under the age of 18 years. But the single, largest age-

group was the young adult population, 18-45 years old, who represenied nearly 70% of
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the homeless in Philadelphia. Consequentl'y, compared to the 24% of the homeless
under 45 years of age in 1960, 86.8% were under 45 in 1988 in the city of
Philadelphia.

Of course, as suggested by the literature review, "length of time homeless” in 1960
was assumed to track people for "years" of homelessness, perhaps as a measure of one's
place in the relatively permanent "skid row career." In 1988, however, the
researchers detail "length of time homeless" by months. Pariially accounted for by the
changing definitions and residential institutions of homelessness, where the "homeless"
- label today is restricted o people in emergency shelters and excludes people in SRO or
cubicle hotels or other marginal housing‘situations, nearly 75% of Pennsylvania's
homeless have been homeless less than a year, compared to 17% in 1960. More than
half of Penngylvania's homeless in 1988 have been "homeless" for less than six
months. [t should of course be noted that when someone exits homelessness, by the
definition of nof living in a shelter or on the streets, that the housing situations to
which‘people return are not necessarily stable, adequate or affordable, and may
represent marginal housing aiso vulnerable to future episodes of homelessness. Though
there is no data on Philadelphia specifically addressing this issue, it is possible that
many of the new cases of homelessness are peopie who have had prior experienceé of
homelessness, and who have “exited” homelessness by moving inio other marginal
housing situations.

Finally, there are wide differences when comparing the overall size of the homeless
populations in 1960 and 1988 as well. Blumberg et al. (1973) estimate that there was
a total census of 2,857 people on "skid row" in 1960 in Philadelphia. Of course, since
83%. of the persons who lived on skid row in 1960 had been "homeless” for more than
one year, suggesting little population turnover, the census of people in Philadelphia who

were "homeless" at any one point in time during 1960 was probably not much higher.
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However, in 1988, approximately 6,000 people received emergency shelter each night
in the city of Philadelphia, which, if one were to project across the year, and take |
account of the much higher rate of popuiation turnover implied by shorter periods of
homelessness would mean that, not excluding replications, bstween 10,000 and 20,000
people became homeless in Philadelphia in 1988 (Malone, 1988). Using an
*annualizing" estimation procedure based on combining the reported "length of time
homeléés," the estimated rate of undercounting, and household size (and not excluding
replications), Ryan et al. (1989) compuie several poésible ranges of persons who
became homeless in Pennsylvania at any one time in 1988, and conclude that a minimum
of 27,743 people became homeless across the state in 1988, with as many as 61,094
people possibly having become homeless. Since Philadeiphia has approximately 56% of
Pennsylvania’s homeless, the minimum number of peopie who became homeless in
Philadelphia in 1988, using this annualization procedure, is estimated conservatively at
15,536, with a potential maximum of 34,212. Supporting that estimate, the City of
Philadelphia’s Division of Adull Services reported that the total number of shelier
placements made by the city for 1981 was 2,000, which increased to 7,000 in 1282,
and to more than 15,000 in 1983 (ACES, 1984). A coniinuation of those trends
through 1988 would suggest that the more liberal estimates of Ryan et al. (1989),
though not entirely precise, may not be far off the mark.

Consistent with national irends, the homeless of Philadelphia in the 1980's are
younger, larger in numbers, more likely to be in families, more likely to be
*minorities,” sheltered in congregate quarters instead of rented rooms, and usually
"homeless" for iess than a year, if not less than six months. In stark contrast to the
homeless of Philadelphia in the 1960's, the problem of h_omelessness in the 1980's

couid be said fo be an entirely new phenomenon compared to the days of "skid row,"
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sharing littte in demographics, housing characteristics, and trajectories in
"homelessness.” Ryan, Bartelt and Goldstein (1989) interpret their survey findings as
providing evidence for systemic patterns of inequality, notable, for example, in their
description of the homeless population of Pennsylvania that they found:

Who are the homeless? In sharp contrast o the general population, most are male,

minority, and minority males, between 18 and 45 years of age. The data provides

chilling evidence of the pervasiveness of racism and economic apartheid of young

minority adults (p. 6).
Indeed, the dramatic overrepresentation of young adults and blacks, and the relatively
new presence of women and children among the homeless, does suggest that some
economic discrimination or the differential experience of economic change are creating a
new ciass of poverty in Pennsylvania. Since the manifestation of this economic
"apartheid" has only recently developed into a problem that has come to be known as
"homelessness,” there are many reasons to question the historical development of this
new form of subordination and marginalization. The remainder of this chapter will
investigate the potential sources of this demographic shift among the homeless by
reviewing studies and statistics on Philadelphia’s development and underdevelopment
since World War |1 that shed some light on the problems of young urban adults,
particularly blacks, in the 1980's. Again, the purpose of this structural analysis is to
~ provide a critical context for understanding the personal stories of homelessness that
are the subject of this thesis.

The Uneven Development of the Philadeiphia Metropolitan Area

The Flow of Pecple and Jobs

The Philadelphia metropolitan area (PMSA) is composed of the city of Philadelphia
and it seven surrounding counties: Bucks, Monigomery, Chester and Delaware counties

in Pennsylvania, and Burlington, Camden and Gloucester counties in New Jersey.
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According to census data and census bureau estimates, the population of the Philadelphia
Metropolitan Statistical Area (hereatfter referred to as the PMSA) has grown from 3.1
million in 1930, to 4.8 million in 1985, or about +35% (in Summers & Luce, 1987).
However, while the region as a whole has grown, the city is a rather notable exception.
In fact, both relative to the metropolitan area, and in absolute terms, the city of
Philadelpia has lost population. In 1930, Philadelphia accounted for 62% of the
PMSA's population, whereas by 1985 the proportion of the PMSA's population that lived
in the city declined to 34%, representing a 28 percentage point reduction in popuiation
share, After the city's population peaked at 2 million in 1950, the city began to lose
population in absolute numbers as well, a trend that has continued to 1985, to the point.
of 1.6 million. Hence, the trend for suburbanization began o affect the city's population
share in the PMSA after 1930, and it began to have a negative net impact on actual

population after 1950 (see Table 2).

Inseri Table 2 about here

The declining population of the city has been accompanied by a further decline in the
employment share of the city relative to the PMSA. In 1850, Philadelphia accounted for
67.5% of the employment in the region, whereas in 1980 the employment share of the
city fell to 38.6% (see Table 2). Hence while the period between 1950 and 1980 saw
Philadelphia drop at a rate of 36% in its share of population, the share of employment
fell at an even higher rate of 42.8%. Once considered a "uninucleated" economy, where
th_e city was the prominent center of both population and employment, the PMSA has
developed into a "multinucleated" economy, where several population centers with

prominent shares of employment now exist around the city. Hence, beyond population
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loss for the city, perhaps the most important development has been a more significant
decline in its share of the region's employment.

Reflecting the fact that the quality of employment has shifted even further than both
population and employment share, to the benefit of the outlying counties, the income
share of the PMSA held by the city of Philadelphia has dropped from 38% in 1965 to
28% in 1984. By using data in Summers and Luce (1987), the proportion of income
earned by city residents of the total income in the PMSA was calculated, and shows that
Philadelphia residents have not maintained their share of the income from their share of
the labor. While Philadelphia accounted for about 38% of the employment in the PMSA
in 1980, it did not get its fair share of income, which stood at 30% that same year. In
contrast, Montgomery county, the region's cldest suburb, was the biggest gainer from
the region's decentralization. In their detailed study of the region, Summers and Luce
(1987} describe some of the factors influencing the uneven development:

Monigomery, already a bedroom community before 1940, increased its population

share from 9.6% to 13.6%, and its employment share went from the largest 1851

suburban share of 8.0% to the overwhelmingly largest 1980 suburban share of

| 19.4% It was the largest gainer from the region's decentralization. The building of
the Schﬁylkilt Expressway connecting downtown Philadelphia to the Pennsylvania

Turnpike, the construction of that turnpike across Montgomery County during the

1240's, and the attachment of the county to the interstate highway system were

major developments. Access to this transportation neiwork changed a variety of cost

factors. The increased preference for trucking over rail transport was facilitaied by
" the easy highway access. Workers were freed from having to reside near plants, so

worksites could be more decentralized. The advantages of lower cost land for one-

story manufacturing were not counteracted by higher transportation costs. And the

development of Montgomery County as a bedroom community was further facilitated
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by reduced commuting time (Summers & Luce, 1987).

Table 3 shows the changed socioeconomic profile of the the meiropolitan area from
1960 to 1980. As has already been discussed, Philadelphia is the only loser in
population, and in employment. As would be expected from the previous calculation of a
declining income share in the PMSA, Philadelphia also had the worst growth in real per
capital income, a mere 17% over 20 years, compared to the growth of 50% in real per
capita income in Chester County, and 46% in Bucks County, over the same time period.
Consequently, Philadelphia also registered the largest increase in the proportion of
_families living in poverty, an increase nearly two times as much as the second poorest
county, Camden, and more than four times as much as the county with the third highest
poverty increase, Delaware. Of compelling importance for documenting the
deindustrialization of the PMSA as a whole, one can easily see in the column for "% Blue
‘Collar” employment, that every county, without exception, has suffered deep losses in
manufacturing employment, accompanied by strong increases in white collar
employment. In the conclusion of a chapter on socioeconomic profites for the counties,
Summer and Luce (1987) conclude the following regarding the legacy of uneven
resource distribution in the region:

There were variations among the suburbs, but the big changes were between city and

suburb. The differences between the two in proportions of families in poverty, real

per capital income, and proportion of highly educated adults were far greater than
the differences among the counties. And, between 1960 and 1980, these differences
widened. The legacy of the regional dispersal of population and employment is spelied
out in these widening differentials which franslated into serious fiscal burdens and

very high unemployment for the city (Summers & Luce, 1987; p. 23).



On Becoming Homeless

61

Insert Table 3 about here

In order to further understand the dynamics behind declining employment and
declining income for the city of Philadelphia, the decentralization and the
deindustrialization of the region has to be more fully explored. In particular, declines
in both income and employment in the city can be better understood as a result of an
overall loss of manufacturing in the city, some of which went to the suburbs, and others
of which never reappeared in the region. In addition, patterns of job-commuting are
also suggestive of the growing isolation of the city of Philadelphia from the prosperity of
the suburbs.

Hughes and Madden (1987) studied the shift in jobs and resident workers in the
Philade!phia PMSA, in order to determine whether people followed the jobs into the
suburbs, or whether the jobs followed the peopie. Secondly, Hughes and Madden were
interested in the pattefn of resident workers versus commuting workers across the
PMSA counties. What they found was that the jobs followed the people into the suburbs,
taking advantage of the new transportation networks that served the region, worker
access, and the lower costs of locating in the suburbs. Monigomery County, for
example, had an increase of 35% in employment between 1960 and 1970, accompanied
by expanding numbers of people commuting into the county for work - an increase of
78%. Accommodating to the shifting employment bases of the region, city residents also
increased their commuting to the suburbs, with the total number of people commuting
outbound increasing from 51,905 in 1960 to 72,248 in 1980, or an increase of 38%.
Hughes and Madden describe three phases of the suburbaniiaﬁon of employment, all of

which are exemplified by different counties in the region:
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These data indicate that jobs fol!owéd people to the Philadelphia suburbs. They
suggest the following description of the decentralization of the Philad.etphia region: a
phase of early residential conversion from rural land use with increasing ties io
central city employment (the Chester County case during our time period from 1960
to 1980j); a phase of continued residential suburbanization and later a tipping point
at which employment begins to suburbanize more rapidly than residential
development (as happens in Buriington, Camden, and Gioucester during our time
period); and, finally, a phase of sustained deconcentration during which jobs
suburbanize at high rates and there are large increases in outbound commuting
toward the new suburban employment centers (as is the case with Bucks, Delaware,
. and Montgomery during our time period) (p.30).
Thouéh city residents increased their commuting to the suburbs in order to make-up for
the loss in jobs, their cémmuting efforts could not make up for the dramatic shift in
suburbanizing jobs. On the basis of employment shifts in the region across time, Hughes
-and Madden estimaie that the relocation of jobs between 1870 and 1980 cost the city of
Philadelphia 48,718 blue-collar jobs, 36,588 clerical jobs, 28,873 PMT jobs
(professional, managerial, technical), 20,191 service jobs, and 19,655 sales jobs.
For all of the other counties, however, the residential relocation of jobs increased the
number of resident workers.

The authors conclude that "the movement of jobs and residents from Philadelphia to
the surrounding counties has not consistently opened up new job opportunities in the
suburbs for Philadelphia residents" {(Hughes & Madden, 1987; pp. 33-34), and, as this
section has helped to establish, the movement of jobs has unguestionably limited the
employment opportunities in the city for city residents. As a result of these shifis in
jobs and people, Philadelphia is much more oriented to white-collar, service sector

employment than the PMSA as a whole (see Table 4}, and is much more of a financial and
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management and technical center than an industrial one, even though the lower level of
college educated pebple in the city suggests that many of these dominant seciors are not
open to the vast majority of the city's residenis. Substantial proportions of suburban
residents coﬁtinue to commute to the city, who, because of their higher levels of
education, are more likely to occupy the dominant and higher-paying PMT (professional,
managerial and technical) occupations of the city than are city residents. Moreover,
with transportation o the suburban jobs not easily in reach of many city residents, and
with the access for college or other training for the higher-paying jobs in the city also
hot easily obtained by many city residents, there is a growing gap between the needs of
the city residents and. the development direction of the metropolitan area. These shifting
patterns of job location and commuting suggest that the city and its people are growing
increasingly isolated frbm the rest of the metropolitan area, economically and socially.
Moreover, as larger numbers of people commute befween suburban counties than to the
city, suburban people are likewise becoming increasingly isolated from the city's

residents.

Inseri Table 4 about here

To provide further evidence of the changing 'Philadelphia metropolitan landscape and
its employment structure, some attention should be given the distinct effects of
deindustrialization on the city, though the region as a whole suffers from lower levels of
manufacturing than the past, and though it has more recenily enjoyed some recovery.
Summers and Luce (1987) report that one of the factors that most separates
Philadelphia from the other counties in employment, is the low level of manufacturing
that is based in the city, "Manufacturing accounts for between 21% and 27% of total

employment in the surrounding counties, but only 16% in the city (This low share is
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attributable to the very low proportions of workers in the durables industries in which
Philadelphia experienced severe losses over the last quarter of a century)” (p. 62). As
recent as 1975, 27% of the city of Philadelphié's employment was in manufacturing.
Correspondingly, services now dominaie the city of Philadelphia’s ecoriomy, employing
over 39% of the population in 1985, up from 27% in 1975, while the other counties,
except one, had only 25% to 30% of their empioyment in services in 1985. The other.
counties similarly have experienced high rates of economic growth in subsectors of the

: economy, with every county showing growth raies higher than the nation in some subset
of industries. Philadelphia, on the other hand, had a growth rafe that lagged far behind
the nation and the other counties in every indusiry. Though health, nursing and legal
services remained strong poinis for the city, growth was still below the national average
(taken from table 7.4 in Summers & Luce, 1887).

- Gomparing Philadelphia to other central cities, Summers and Luce (1987) find that
Philadelphia has fared worse in the dispersal of indusiries to the suburbs than
comparabie cities across the country, though the suburban dispersal is a national and not
just a regional trend. Comparing changes since 1970, Summers and Luce make the
following conciusion:

The declining employment in the city of Philadelphia over the decade (-0.83% per
year) is in contrast to the growth in the central cities of the comparison set of |
metropolitan areas (0.69% per year). The resulf, of course, was a decline in
Philadelphia's employment share of 9.3 percentage points, compared with the more
general national decline of 6.3 percentage points. Philadelphia was more

unattractive relative to its subur'bs than the national average. It wasn't the dispersal
trend alone that accounied for the shrinking of the metropolifan nucleus.

Manufacturing was the sector with the largest comparative disadvantage.
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Philadeiphia's regional share declined 11.9 percentage points, while other central
cities' shares declined by only 6.2 percentage points on average. ' There was no
industrial sector, except professional services, in which this region's central city
was not a greater-than-average loser. The other side of that coin, of course, is that
there was no industrial sector, except professional services, in which this region's
suburbs was not a grealer-than-average winner' (pp. 79-80, emphasis added).
While most of the nation's urban areas decentralized and deindustrialized, the
Philadelphia area dscentralized and deindustrialized more. Moreover, even as recent

re-indusirialization has taken piace in the metropolitan area, it has not benefitted city .

residents as much as it has the suburban populations, as new industries have largely

turned away from the city as an employment base.

It is worth noting that the re-industrialization that has brought recovery and higher
growth to the Philadelphia metropolitan area as a whole in recent years, though not to
the central city, has been concenirated in the high technology and service industries.
The PMSA is ranked fifth in the nation in the number of people employed in the high
technology industries (Luce, 1987). The region's high tech strength is in computer
services and data precessing, communications equipment - much of it defense
contracting work - and pharmaceuticals. Atiracted by the higher educational
institutions and defense installations of the city, high tech continues to hold growth
benefits for the region as a whole, though confined to a smaller number of high tech
specialties than when the sector began to grow in the late 1970's. And as Bluestoné and
Harrison (1982) comment with regard o simifar "re-industrialization" in New
England, the growth of high tech and service industries hardly compensates for the losses
suffered in manufacturing. Despite massive job creation, wage levels have actually
fallen. Bluestone and Harrison also report that this type of economic development

produces an increasingly unequal distribution of income, both befween and within
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industries, as the Philadelphia metropolitan area also demonstrates, and which will be
examined faier. In addition, employment is increasingly unstable as there is a growing .
incidence of part-time and temporary work reguired, high employee turnover resulting
from low wage levels and poor benefits, and the geogra.phic dispersal of the growing
industries to take advantage of pools of cheaper labor, lower pressures from unions, and
lower taxes. |

The annual "Book of Business Lists," published by the Philadelphia Business
Journal (1989}, lists the region's /argest employers by county, and is quite revealing
of both the dominance of high techneology in the suburbs and the dependence of high tech
industries on the financing of the Department of Defense: USX in Bucks County, Unisys
in Chester County, Boeing in Delaware County, General Electric (Aerospace
headquarters) and Unisys in Montgomery County, General Electric in Burlington County
{RCA Missile and Surface Radar), General Electric in Camden (RCA Aerospace and
Defense, and Government Communication Systems) - all of which are either the fop
employers in their respective counties, or second only to the US Departments of Navy,
Air Force and Army, or, as in one case, the municipality itself.

In concluding this section on the movement of jobs and people in the Philadelphia
metropolitan area, it is obvious that the city of Philadelphia has suffered some major
setbacks as a result of the decentralization and deindustrialization of the region's
economic structure. The effect on wages, unemployment, and occupational segregation,
particular for those who are over-represented among the homeless, will be explored in
a later section, but there is ample reason to believe that regional economic pressures
have had a dramatic effect on the city's people, and that they have coniributed to the
crises of the city. Low growth and declines in population, employment, income and

industry, furthermore affect the tax-base of the city, hence compounding urban
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problems by limiting the availability and quality of city services. The distance between
many suburban and city residents is growing, socially and economically, and the
poten{ial effects of that distance are most disconcerting.
The Racial and Economic Structure of the Philadeiphia Region

In 1830, among the city of Philadelphia's 1.95 million people, was a significant, but
relatively small black population of 222,155, or 11.4% of the city's people. Reflecting
the dislocation of rural workers during the Dustbowl! era and the Great Depression, the
black population in Philadelphia grew by 30,000 in the 1930's, bringing the overall
population o 252,757 in 1940, or 13.1% of the population. Up until World War Il in
Philadelphia, like most cities across the couniry, rural populations were slowly making
their way to urban centers, Africén Americans among them.3 Howevér, in Philadelphia
at ieast, the population was decidediy dominated by white people, and the in-migration of
black Americans was slow {Population figures in this section are all based on the

decennial census counts from the US Bureau of the Census, see Tabie 5).

Insert Table 5 about here

During and after the war, things would change dramatically. The war brought
increased demand for labor in urban centers, just as mechanization was driving farm
laborers out of demand in agriculture. In search of opporiunities that the war eéonomy
brought o urban indusiry, and the industrial expansion that would follow the war,
millions of American families, black and white, migrated to urban centers. In contrast
to the 30,000 African Americans who migrated fo Philadelphia in the 1930's, the
1240's brought nearly 130,000 new arrivals, gaining in proportion of the city's
population from 13% to 18.3%. In other words, the black population in Philadélphia

grew by more than half its size in the 1940's alone. Since the city's population as a
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whole grew only 60,000 in the time period between 1940 and 1950, much of the
proportionate growth of blacks in the city was due to the beginnings of the
suburbanizing trend of whiies. More than 450,000 people moved into the outlying
counties in that decade alone.

The Philadelphia black population grew another 156,000 in the 1950's, the decade
that would see the most dramatic shift in racial profile for the metropolitan érea. The
city began losing population despite the growth in black Americans, a decline of about
70,000 peopie from 1950 to 1960, as many more white people left the city than did
black people who entered it. The suburbs experienced an explosion in growth of
approximately 70% as a result. Nearly 744,000 people were added to the surrounding
counties of Philadelphia that decade, nearly five times the number of black people who
entered the city. Hence, people who are black now accounted for 26.2% of the
‘Philadelphia population, a growth of 8 percentage points from 1950. | is important to
recognize, however, that the proportional increase of blacks relative fo whites in the

- city was primarily atiributable to the outmigration of whiie people to the suburbs -
which for the first time had a higher population than the city - and secondarily
accounted for by an increase in the absolute number of black people. Much more
effective for advancing the development interests of the suburban profiteers than the
specter of racial diversity in the city, was the realization of thé suburban ambitions that
they could provide.

Both trends continued into the 1960's, though both to a lesser degree than the
sweeping population movements of the 1950's. Another 534,000 peopie joined the
ranks of the surrounding counties - a 19% growth, while the city of Philadeiphia lost
another 50,000 people. The growth of the black population in the city was again
substantial, though less than the prior decade. Blacks increased in population by

126,000 from 1960 fo 1970, an increase, combined with the decline in the city's
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population, that resulted in a 7 percentage point growth in the biack population's share
of the city population. Blacks accounied for 33.6% of the city's populétion in 1870, an
increase again primarily aftributable to outmigration to the suburbs, more than the

influx of blacks, as the outlying counties gained more than four times in population than

did the city's black population (see Table 6)

Insert Table & about here

By the 1980 Census, blacks accounted for 37.8% of Philadelphia's population, a
dramatic change from the 11.4% of 1930, or the 18.3% of 1950. This 4.2 percentage
point increase in population share over 1970 was again mostly due to a loss in urban
population {261,000), part of which led to a 175,000 population gain in the suburbs.
In fact, the black population in the city, despite its growing population share, also fost
people in the 1970's, as 65,000 fewer blacks lived in the city in 1980 as in 1970.
The dispersal of the black population into the surrounding counties had already begun by
1970 with 23% of the region's black population living in the surrounding counties -
primarily in the city of Camden - though this dispersal occurred to a far lésser extent
than among whites. By 1980, 28% of the region's black population lived outside of the
city of Philadelphia. Hence, the migration to Philadelphia had not only stopped, but
reversed in the 1970's, though the proporiionate strength of the black population in the
city continued to grow. i is important to note the growing Hispanic presence in
Phifadelphia, accounting for 3.8% of the population in 1980, though it remains
relatively small. Of the city's nearly 1.7 million people in 1980, more than 64,000
were Hispanic.

Since 1980, estimates of the city's population continue to show a decline in the
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number of peopie in the overall population, to 1.63 million in 1985. Esiimates
available from the Census Bureau report only “whité- and nonwhiie," not further
disfinguishing among the nonwhite population, bﬁt do indicate that frends have stabilized
somewhat, with 41% of the population reported as "nonwhite." Given that three or four
.percent points in that figure represent Hispanics, the black population has not grown in
population share since 1980. However, the 1980 census will have to provide further
evidence.

Since the 1940's, increases in black migration and populaiion in the Philadelphia
region has generally meant movément into city areas that were left for betier housing by
suburbanizing residents, or other city residents who moved up into the housing stock
vacated by suburbanizing families. Through éegregation and changes in segregation
borders, many of the new arrivals came to occupy what was already mlarginal housing
for many blacks and whites. Through a kind of trickie-down to the point of trickling-out
~ process, the peopie with the fewest resources, many of whom were also new arrivals,
inherited the worst quality housing that was left for whoever would take it, and new |
arrivais frequently had no other choice. As Checkoway (1986) has noted, immediately
after WWII the housing stock in Philadelphia was aiready suffering from deterioration
and abandonment, with nearly one-third of the housing considered unfit for human
“habitation. It was into those conditions, accompanied by a deteriorating manufacturing
base in the city, that the majority of the city's black people arrived in the 1950's and

1960's. |

Finally concerning the racial structure of the PMSA, as a result of some combination
of discrimination, financial and social limitations on migration patterns, and personal
choice, the black population is disproportionately concentrated in the city of

Phitadelphia compared to the surrounding counties, though there are significant

numbers of blacks who are also suburbanizing. While blacks have accounted for 18-
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19% of the total PMSA since 1970 (see Table 6}, only in Philadelphia have they
achieved at ieast that proportionate representation in the popuiation, .where they are
quite over—repfesented. In the surrounding counties, as of 1280, five of them had fewer
than 10% of their population as people who are black, with only Camden and Gloucester
showing percentages higher than 10%, at 14% and 13% respectively. Bucks County
had the lowest proportion of black citizens, with only 2%, followed closely by
Mdntg,omery County with only 5%. [t should be noied that neither Bucks nor
Montgomery Counties improved in their representation of African Americans in the
population from 1970 to 1980. Small growths in the number of black residents
improved black representation in Camden, an urban center, Burlington, and Delaware
Counties. Consequently, the rather obvious conclusion is that though many blacks have
dispersed into the suburbs, especially in the 1970's, and even more in the 1980's, the
black population remains disproportionately concentrated in the city of Philadelphia, as
well as the city of Camden, and consequenily, disproportionately suffers the effects of the
urban crisis. Undoubtedly, this reflects a combination of some prior discrimination on
the residential choices of black citizens, the social and economic limitations on many to
pursue suburban preferences, as well as some preferences for living in the city of
Philadeiphia, though further analysis would have to determine the degree of influence

among factors.

Insert Table 7 about here

Considering for 2 moment the economic structure of the PMSA, the variation in
poverty rates across the region reveals a similar pattern of disproportionate
concenirations of people with littie money in the city of Philadelphia relative to the

surrounding counties, a trend that has worsened in the last several decades. As a result
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of suburbanizing trends by hundreds of thousands of Philadelphia residents, and the
deindustrialization and -decentralization of industry, higher concentrations of people
with incomes below the poverty level have been left behind in the central city areas.
Table 7 shows that Philadelphia had 180% of the poverty rate of the overall PMSA in
1980, while in 1970, it had 160% of the poverty rate of the PMSA. Poverty in the
| region did increase between 1970 and 1980 o 11.7%, but closer examination reveals
how disproportionately that increase was spread throughout the region, especially in the
city of Philadelphia where the povérty rate was 20.6%. Philadelphia clearly had the
greatest increase in the proportion of families in poverty, with an increase of 5.2
percentage points from 1970 to 1980, or a 34% increase over 1970. Bucks, Camden,
Delaware, and Gloucester Counties all had much smaller increases, with only Camden and
' Delaware increasing more than one percentage point - 2.9 percentage points and 1.1
percentage points respectively. The remaining counties saw either no increases in the
proportions of poor, or actual decreases. Burlington stayed the same, at 6.3%, while
Chester's poverly rate declined to 6.4% and Montgomery County's poverty rate fell to
4.7%. Recognizing that the federally-defined poverty level has many shortcomings and
does not reflect the true extent of need in the population, it is an indicator of how much
of the region's impoverishment has been forced on city residents. Moreover, since the
region's poverty rate has not significantly dispersed across time, but in fact has
concentrated even further, it is evidence that some combination of uneven economic
development, restrictions on the geographic mobility of people in poverty, and urban
living preferences for people among the poor, are leading to economic segregation in the
region; consequently, a disproportionaie suffering of the city's difficulties among those
same people.

Another indicator of economic segregation in the region can be found in the
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disproportionate distribution of income, of which poverty is 6nly one dimension. "Per
capita income,” for example, varies greatly throughout the region, with a high of
$15,132 in Montgomery County, and a iow of $8,807 in Philadeiphia in 1985 (Bureau
of Gensus, 1986; Local Population Estimates: - Northeast, P26 no. 86 Table 1). While

Montgomery county had only 32% of Philadelphia's population in 1985, it had 65% of

- Philadelphia's total personal income (derived from D.6 in Summers & Luce, 1987). In

other words, Montgomery is getting fwice the amount of income for its population
compared to city residents. Such disparities have much more serious and harmful
effects than numbers alone can describe. But the fact of disparities on some quantifiable
dimensions is dramatically evident.

It should be pointed out that the suburbs and surrounding counties are not themselves
uniform, and do have quite a bit of diversity among them, inciuding some sections with
high poverty rates. in fact, every county with the exception of Bucks County had a
"municipal civil division," (MCD) or a borough or township, with a poverty rate in
excess of the poverty rate for the city of Philadelphia (Summers & Luce, 1987).
Burlington County, for example, had one MCD with 27.8% of its populétion living in
poverty. Summers and Luce (1987) report that comparing 1970 with 1980, the
surrounding counties as a group show an increased spread between the richest and
poorest towns, accentuating “the already substantial differences within counties” (p.
41). Hence, reflecting the national trend for greater income inequalities within the
growing service and high technololgy industries, the suburbs have also experienced
wider disparities in their income distributions. However, overall, the surrounding
counties, as a group, are distinct from the city of Philadelphia concerning beth the
prevaience of poverty and racial composition.

Considering the combined effects of race and poverty, household demographics for the

city of Philadelphia reveal that despite being only 38% of the city's population, blacks
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accounted for 53% of the city's poor households in 1980 (Dolbeare, 1988). While
40% of the people with below poverty incomes were white, the majority were black.
The poverty rate for black households in Philadeiphia was 27% in 1987, whereas for
white househoids it was nearly haif that raie, at 14%. This concentration of poveriy
arﬁong black households in the city undoubtedly influences the higher proportion of
blacks among the homeless, especially considering that high concentrations of poverty in
racially segregated neighborhoods would be likely to limit the availability of social and
economic supports in the community and the neighborhood that could cushion the effects
of residential instability. In conirast, given that whites have a lower concentration of
poverty, more resources are likely to be available in white communities that can help
them to resist the pressures toward homelessness. A receni study by the National League
of Cities (New York Times, March 12, 1989), similariy reporis that across the
country, black and Hispanic Americans are more likely to live in exiremely poor
neighborhoods than are poor white people. Moreover, the report concurs that poverty in
metropolitan areas is increasingly concentrated in central city areas, with increasing
isolation of the cities from the rest of metropolitan areas, and with "clear differences in
social, economic and physical conditions" (p. 22}.

Quite obviously, the undesirable consequences of decentralization,
deindustrialization and suburbanization in the PMSA in the last four decades are much
more directly realized by the increasing concentrations of people in the city of
Philadelphia who have little money and/or who are black, than the rest of the PMSA,
though none of the counties in the PMSA has been unaffected. With the devastating effect
on the tax-base of the city that results from declining population, empioyment, and
income, and rising poverty and dependence on city services, a crisis has obviously been

at hand in the city of Philadelphia, if not waiting to happen. Statistics alone cannot
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communicate the gravity of these facts. But it is especially notable that the majority of
Philadelphia's black population arrived in the city when the suburban expansion was
beginning', and the suburbs being primarily a white peoples' dominion, much of the black
population inherited the dilapidated and shoddy housing of the city that hundreds of
thousands of whites were leaving béhind. Following federal support for the
suburbanizing interests of the population, and federal support for highways and
interstate transportation networks, soon indusiry would reconfigure outside of the city,
just as much of the population did. Hence, many of the newly arrived black population
not only inherited poor housing, for which there was decreasing federal support, but’
they inherited a labor market that was displacing jobs from the city, and whose
character was transforming to both a low-waged service economy dominated by black
workers, and a high-waged professional, managerial and technical center dominated by
white workers.
The National Context of Philadelphia’s {Under-) Development

The two forces that most influenced the difierential development process for the
Philadeiphia metropolitan area since World War |l were suburbanization and
deindustrialization. The legacy of growing inequalities, both in income and in the
physical conditions of community life, have left lasting divisions between the suburbs
and the city. But these differences are not only the result of regional development
trends, though they have become most dramatically evident in the regional variations of
the quality of life. Both suburbanization and deindustrialization are shifts that have
characterized the development process in metropolitan areas across the United States.
These shifts will be briefly discussed here in their national context before looking more
closely at the more recent impact of the housing and income crises left behind in the city
of Philadelphia.

Suburbanization. Foliowing the Great Depression and World War 1l, the United
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States was in the midst of a serious housing crisis. In 1947, between 2.75 million and
4.4 million families in the United States were Iiving with other families and 500,000
more were occupying transient or nonfamily quarters (Checkoway, 1986). The federal
government took advantage of the growing political will for housing development, and of
the need for a stimulus to get plants modernizing and producing, and ied the initiative for
suburban housing development that would make the American Dream of homeownership
an attainable goal for many working class families. One of the largest public-private
partnerships in American history was forged in the 1950's, with banks, real estate
developers, the building trades, and the suburban housing consumer all seen as
beneficiaries, and with the conservatism fostered by homeownership seen as politically
appealing by government officials. Confrary to popular images, however, suburban
housing development did not grow merely out of the demands of housing consumers, but
was made possibie by a political coalition among those who would profit, and who then
acted fo influence government financing in the direction of the suburbs and away from
any public housing development for the low income populations of the city - who also
were in desperate need of housing investment.

Housebuilding immediately afier the war was dominated by small local builders.
With the federal support for suburban development that came with the 1950°s, soon
farge builders became dominant; a class of operators who reduced costs through direct
buying of materials, factory engineering and prefabrication, through applying mass
production techniques to home-building, and by utilizing advances: in materials and
equipment made by government research laboratories (Dietz, et al.,, 1958). Such large
builders became politically powerful in local elections, and soon the National Association
of Real Estaie Boards (NAREB, later becoming the National Association of Reailtors), and
the National Association of Home Builders (NAHB), were activists in the pursuit of a

federal agenda sympathetic to their interests. Combined with the influence of bankers
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and Iénd speculators,r who often bought huge amounis of farm land for the purposes of
enticing and speculating on the suburban sprawl, a coalition of poweriul interests
pressured the federal government to finance single-family home developmeht in the
suburbs, all the while discouraging any forms of socially owned and financed homes in
the city (Checkoway, 1986).

As a result of this coalition, large builders were offered biliions of dollars of credit
by the federal government. The Federal Housing Administration (FHA), as a profit-
making enterprise, gave in to the bankers’ wisdom of the period that the inner cities
were a bad investment, and systematically began to restrict FHA assistance in urban
areas - a pioneering form of red-lining. Starting in 1950, Congress accommaodated to
the demands of bankers and builders, and granted annual increases in FHA morigage
insurance, while it whittled away at the meager allocations for public housing
investment in the city. Between 1950 and 1854, FHA mortgage insurance programs
received increases totalling more than $25 billion, with restrictions written into
programs intended to favor suburban development. Meanwhile, public housing
authorizations went from 75,b00 units in 1950, to 50,000 units in 1951, io 35,000
units in 1953, and to 20,000 units in 1954 - with the added condition that unwanted
public housing under construction could be siopped by the locality (US Congress,
Subcommittee on Housing and Urban Development, 1975; Checkoway, 1986). Federal
support for publicly-owned housing in the city was not only precipitously eroded, but
the housing that was constructed was purposely sparse, underfinanced, undermaintained
and architecturally “minimalist,” at best. Public housing from the era, where it still
stands, reflects the federal government’'s (de)ﬁaluation of such housing, as well as its
occupants, but has been remembered, most ironically, as a sign of the “failure” of

“public enterprise.”
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The legacy of suburban development is now Well known, as has besen previously
ilustrated in the case of Philadelphia. An exodus of fazﬁilies froni the deteriorating
housing of the city left higher concentrations of poverty behind, particularly among the
city’'s newly arrived black families, who were very likely o be in poverty or of low-
income. Federally financed highway development enabled the preference for frucking
over rail transport, which futher contributed to the movement of indusiry to suburban
industrial zones, where single-story manufacturing made construction costs cheaper.
The end result was the geographic decentraiization of regional economies, both in housing
and in indusiry, as the Philadelphia Metropolitan area so dramatically exempilifies.

Deindustrialization. The deindustrialization of the Philadelphia region over the last
25 years has aiso not been an aberration, nor a mere local malady. As Bluestone and
Harrison (1982} detail in their study, The Deindustrialization of America, the
declining prominence of manufacturing in the United States, and cities like Philadelphia,
is the consequence of a much larger, national and international strategy on the part of
multinational corporations to rescue profits from the rising foreign competition posed
by Europe and Asia. Using various sirategies of “disinvestment,” many American
corporations have developed investment strategies that have iimited, and in some cases
undermined, the growth potential of the manufaciuring base of the United States. Since
the 1960’s, and throughout the 1970’s and 1980’s, multinationals have attempted to
preserve levels of profitability by devoting increasing shares of investment resources fo
mergers with other companies and for the acquisition of existing businesses, and by
“exporting” jobs thrqugh foreign investment, all the while trimming empioyment and
closing plants in the United States. Instead of modernizing planis and investing in the
education, training and quality of life for the American workforce, companies have used
investment capital to “conglomerate,” by consolidating major enterprises and

centralizing management, and by establishing foreign operating bases that provide lower
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operating expenses, fewer regulations regarding worker health and safety, very low
wages and an enticing environment for shielding profits from taxes. Bluesione and
Harrison furthermore show how federal tax policy has supported the international
expansion of capital, and the severe losses that have resulted for public revenues, and
how such events have undermined wages and worker security in the United States, and
forced damaging social and economic “ripple” effects among workers’ families and
throughout American communities.

Bluestone and Harrison's study is complex, and their policy suggestions are
coniroversial, and cannot be adequately summarized here, nor given the important
atiention which they deserve. However, their findings do provide a critical piece for
understanding why deindusirialization has occurred in cities like Philadeiphia, and how
the decisions made by major corporations and their partners in government, driven by
the desire for shori-term profii, have deep and lasting effecis on the fuiure prospects
for employment and on the depression of wageé for communities throughout the country
like Philadelphia.

The Housing and Income Crisis of the City of Philadelphia

Having considered some of the historical forces behind the privileging of suburban
development over urban development, and the segregation of poverty risks and people
who are black in the city, the specific problems of the housing and income crises that
have become so dramatically manifest in the 1980's can now be more carefully
considered, particularly as they affect prominent groups represented among the
homeless. This section will examine the condition, supply and cost of housing in the city
of Philadelphia in the 1980's, and factors such as housing finance, government
expenditures, and speculation and gentrification, that have affected the housing market
in the city. Secondly, a closer look at the declining level of income among city residents

will be examined, -particularly as it has been affected by the dominance of low wages, the
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service economy, occupational segregation, the deterioration of the value of income
transfers against inflation, and youth unempioyment, underemployment and
underiraining. Finally, this section wili conclude with a closer loock at the declining
levels of federal support that the city has r.eceived in the 1980's, and the effect of
declining population and income on the fiscal responsibilities of the local government of
the city of Philadelphia.
- Housing and Income in Relationship to Each Another

" In a recent, detailed study of housing in Philadelphia, Cushing Dolbeare {1988} has
documented the resulis of many of the income and housing patterns which this chapter
has thus far suggested. Declining real income, a deteriorating housing stock, and housing
costs that have significantly outpaced peoples' ability to pay, are facts that are clearly
outlined in Dolbeare’s study. On the basis of a compilation of data sources from the
- Annual Housing Surveys, the changing cost of housing relative to income will here be
briefly discussed, and then some more careful attention given fo the more recent sources
of both housing and income problems.

One of the best indicators of housing affordability is the rent-income ratio, or the
proporiion of income that goes toward housing costs. The Philadelphia story regarding
the rent:income ratio is one not unlike the story for many of the urban centers of the
United States. For a long time, a standard of 25% of household income going for housing
expenses was considered the limit of "affordability.” The United States Department of
Housing and Urban Development (HUD) used the 25% standard for years to determine
appropriate housing costs for recipients of federal housing subsidies - the proportion
paid out of total personal income by the consumer, after which the government would pay
the rest. However, in the early 1980's, HUD redefined "affordable” housing as that

housing which cost 30% of household income. In other words, the federal government
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wanted to subsidize less the people who needed it most, and make the people with the least
money and who qualified for assistance pay more for their housing. In effect, it required
a 5% increase in the amount of income that poverty groups would have to pay for

housing.4

Insert Figure 1 about here

Given this rather arbitrary, but nonetheless important, "30% of income" standard,
we can ask what proportion of Philadelphia households have "affordable” housing, and
how much "affordable" housing there is given the income of the population. According {o
Figure 1, in 1970, the median rent-income ratio for all renter households in
Philadelphia was 20%, 10% below affordable, and only 2% higher for blacks. By this
measure at least, in 1970 people had a relatively adequate supply of "affordable”
housing. There may have been other problems with the housing, such as inadequate
plumbing or heating, or broken windows, but people could at least afford it. By 1975,
the median rent-income ratio grew to 30% for blacks - at the borders of "affordable” -
and fo 24% for whites, or still affordable. So, the divergence of whites and blacks in
"affordability” was growing by 1975. By 1982, a startling shift occurred, suggestive
of why black Americans came to dominate the homeless in the 1880's. The median rent-
income ratio for blacks rose to 51%, while it still hovered near "affordable" for whiies
at 20%. By 1988, the white renter population went further below the affordability
limit to 26%, while the rent-income ratio for blacks grew to 53% (see Figure 1}. On
the basis of this data, it appears that skin color is a very important determinant of one's
access o "affordable” housing. One could hypothesize that because the black population
is much more dependent on renting, is primarily housed in racially segregated

neighborhoods, and has significantly lower incomes compared to whites, that a higher
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. rent-to-income ratio is expected to concentrate among blacks, if among any group.

Insert Figure 2 about here -

Inseri Table 8 about here

Figure 2 and Tabie 8 further show the affordability problem faéing black renter
households, particularly for the estimated 42,000 biack renter households in 1988
making under $5,000 a year. There is a pool of fewer than 5,000 housing units that
these 42,000 households can afford, and given the marketplace for housing, they
probably are not appealing units at that. Roughly estimated, that's a deficit of 37,000
- "affordable” housing units for the segment of the population with the least money.

Figure 2 shows that the household affordability problem for the black population is
concentrated among this under $5,000 annual income group. The other income groups
have a fairly adequate supply of housing that they can afford, with the exception of a
small amount of households in the $15-$25,000 level, and a significant group in the
$25,000 or more income group, who seem to have a shortage in the amount of housing at
the upper limits of quality and price which they can afford. In other words, they may be
able o afford better and more expensive housing, but it just isn't there, or their income
has outpaced the gradient of housing costs. Consequently, these upper income groups put
downward pressure on the supply of “affordably” priced housing for the other groups,
just as they put upward pressure on the cost of that housing. The graphic result is that
there are 37,000 households making under $5,000 a year for whom there is a

desperate need for "affordable” units, and who are, at the least, at serious risk of



On Becoming Homeless
&3

homelessness, if.they are not yet already homeless.

The problem for white households is similar, but less extreme. In 1988, about
28,000 households were making under $5,000 a year, though there were fewer than
1,000 units for them io "afford." Again, one has io wonder where these remaining
27,000 households are living, and what conditions they face, since they undoubtedly
have much less money for food and non-housing expenses than in previous years, if they
have found and are paying for housing beyond what is defined as "affordable" (see Table

8).

Insert Figure 3 about here

Even when including the situation of homeowners, as shown in Figure 3, since 1975,
the biggest loser, proportionately, has besn the percentage of households with
"affordable” housing expenses, while the biggest gainer has been the percentage of
households paying more than 60% of their income on housing expenses - two times the
affordability limit. The affordability problem for homeowners is a serious one,
especially for elder households, who constitute thé} maijority of poor homeowners. Many
of these households can't make the rising costs of utility payments or afford property
taxes on their limited incomes. Some may be "housing rich, money poor," in the over-
stated sense of having more housing resources than cash flow. But the majority of poor
are not homeowners, but renters, and their situation, comparatively, is equally
pressing, if not more. Figure 4 shows the cost-income ratio for all renters, and one can
see again that the proportion of peopie in "affordable” housing since 1975 has steadily
declined, while the biggest increases by 1988 have been among the group paying 35-
49% of their income on housing, and the group paying more than 60% of their income on

housing. Consider it for a moment - 60% of one's income going for housing expenses,
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especially when one's income is below the poverty level, or say $5,000 to $10,000
annually, depending on the number of peopie in the household. That leaves $2,000 to
$4,000 at the most, for the rest of one's expenses for the year, including health

' insurance and food, if one is among the many poor or near-poor households that don't
qualify for public assistance, or if, as f_or most public assistance recipients, the
assistance one receives is inadequate or limited in-time. This is not to mention the fact
that such a household will undoubtedly need many other necessities such as clothes,
appliances, laundry, repair services, furniture, telephone, transportation, recreation

and opportunities for cultural appreciation.

insert Figure 4 about here

In figure after figure in Dolbeare's study, the facts are clear. People are paying
much more for their housing relative to their income in 1988 as compared to 1870,
particularly households that have below poverty level incomes, and black households.
There is no other possibie conclusion, based on the data Dolbeare has used from the
Annual Housing Surveys, than to admit to the devastating picture of a housing crisis in
Philadelphia. One additional figure is the deficit/surplus graph provided in Dolbeare,
included here as Figure 5. Quite obviously, the deficit in units affordable to the lowest
income group, or annual income under $5,000, is substantial, somewhere around
65,000 missing housing units, while there is a surplus in housing affordable to those
who make between $5,000 and $15,000 of over 100,000 units. One conclusion, at
least for part of the Philadelphia housing problem, seems o be a simple one: much of

the housing is there, but people don't have the money to afford it.
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insert Figure 5 about here

Concurrent with problems of affordability, the Dolbeare study also documents
residential satisfaction with housing and neighborhood atiributes. In way of
summarizing the data on selecied housing deficiencies, Philadelphia residents as a whole,
are less happy with the quality of their housing and their neighborhoods in 1887
compared to 1975. For example, the percent of people reporting "holes or cracks in the
walls or ceilings" rose from 10% in 1975 to 16% in 1987. Similarly, "leaks in the
roof" were reported by 14% of all households in 1987, compared to 8% in 1975,
"Holes in floors" rose from 3';8% in 1975 to 8.5% in 1987. “Féulty or exposed wiring”
was reported in 5.5% of the households in 1987, compared to only 1% in 1975 - a four
hundred and fifty percent increase. The number of houssholds reporting signs of mice or
rats more than doubled since 1975 to 164,000. Nearly one-third, or 30.4% report
problems with boarded up or abandoned buildings in their neighborhoods. Foriy-two
percent report a problem with neighborhood crime in 1987, up from 33% in 1875.
So, not only are people paying more of their income toward housing expenses, but based
on resident evaluations, they are getling far less quality for their money.

Considering these rather significant shifts in the affordability and quality of housing
from 1975 to 1987, one is led to ask "Why have such patierns developed?" The fact that
such measures show change across fime leads one to assume that some negative forces
have aitered the economic structure of housing and labor, forces that one would assume
could be redressed given adequate political and financial attention. To better understand
the complex mix of housing and income problems which have resulted in these rising

rent:income ratios, the two areas will considered separately in greater detail below.
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The Housing Part of the Crisis

R Deterioration, Gentrification, Speculation, Segregation. In 1988, there were
648,000 households in the city of Philadelphia. Slightly more than half (60%), or
391,000 were owners, and 257,000 were renters. Approximately 195,000 owner and
renter households were paying more than 30% of their income on housing, including
129,000 who were paying more than 60% of their income on housing, meaning that at
least 30% of all househoids needed housing assistance. However, Philadelphia had only
34,000 subsidized housing units in 1988, leaving 161,000 households in need, or 83%
of the housing-needy population. The housing affordability problem in Philadelphia,
outlined above, is much like that occurring in many post-industrial cities. As the
housing stock decays, and housing is demolished, the quality and supply of the housing
available to low-incorne groups declines to the point of disappearing, and housing costs
are driven upward by the forces of gentrification, high interest rates, and speculation on
the housing market.

Reflecting the post-industrial trend in urban centers of removing old housing that
was available to low incorﬁe people and creating new housing that is quite unaffordable to
jow income people, Adams (1986), in a study of homelessness in Philadelphia and
London, reports that Philadelphia demolished 8,900 housing units beiween 1975 and
1978 that rented at a median price of $115 a month. During that same period, the
3,000 housing units that were created in Philadelphia could hardly make up the
difference, especially since they rented at a median monthly price of $302. That small
{ime period shows the trend in central cities like Philadelphia, where the profitable
housing ventures are obviously not to serve low-income populations, but to remove the
"idie" or decaying housing stock that has "trickled down" or "irickled out" to them, and to
create higher cost housing to serve the higher-paid managerial workers who have come

info the city along with the expanding white collar service economy:
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The service city, specializing in communication and information and increasingly

embedded in the internafional economy, requires a different physical plant -tha.n was

required by manufactu_ring centers. Urban redevelopment programs have led to the
demolition of low-rent housing and its replacement by higher-order uses: offices,
tetail complexes and luxury high-rise apartments. As central city employment has
shifted toward the services, especially finance, distribution, educ_ational and
professional services, white collar workers have mdved into what were formerly

blue-collar neighborhoods, buying and renovating houses. (Adams, 1986; p. 5).
Meanwhile, the selling and refinancing of existing rental housing at the high interest
rates and speculative margin of urban cénters_, has driven rental costs and mortgage
costs to increasingly higher prices than the rising costs of other consumer goods.
According to the consumer price index, rent and residential expenses in the PMSA have
risen faster than the average annual change in the consumer price index (CPI) in four of
the five years from 1980 to 1985 (derived frbm table D.4 in Summers and Luce,
1987). The average annual change in the CPI between 1982 and 1985 was 4.4%, while
prices for rent and residential expenses grew an annual average rate of 7.7% - a 75%
higher rate of increase than the CPl as a whole.

Contributing to the loss of urban housing stock, in deteriorating areas that have not
yet been targeted for development, frequently owners will forego paying taxes, and let
properiies decay to the point of abandonment, either as a result of losing money, or in
hopes of later potential resale possibilities, when and if "gentrification™ ever arrives.
The inability to secure mortgages for resale or refinancing, or maintenance loans,
particularty for poor or "minority” neighborhoods, frequently encourages investors to
abandon properties, or to keep structures vacant in anticipation of demolition and
renovation (Adams, 1986).

in a study of mortgage lending discrimination in the Philadelphia metropolitan area,
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Ira Goldstein (1986) provides further evidence of the system'ic_fac{ors that lead to decay
and abandonment in some areas, ahd gentrification and development in others. Before
reviewing the findings, Goldstein's review of the literature shows that discriminatory
morigage-iending is not a new phenomenon:
Redlining, the systematic exciusion of neighborhoods typically because of the racial
or ethnic composition of these neighborhoods, has been and continues to bé-—even
though legislatively prohibited--a persistent problem facing urban neighborhodds.
Berry and Kasarda (1977) document both an implicit and explicit policy of
redlining written into 'early FHA appraisal manuals. Bartelt (1984) uncovered
rediining by the Homeowner's Loan Corporation as far back as 1936 based not only
on the structural characteristics of the a neighborhood (e.g., manufacturing job
access, usage as a street-car suburb, owner occupancy, age of housing, stability,
distance from center and value) but also on the racial composition of a
neighborhood...More recently, Harvey in Baltimore (1977), Kotranski in
Philadelphia (1981), Shlay in Washington D.C. and Chicago (1985; 1986), Taggart
and Smith in Boston (1981), Tomer in New York (1980) and Bradford (1979)
document notably low levels of conventional mortgage activity in racially impacted
neighborhoods and neighborhoods undergoing racial change (Goldstein, 1986; pp. 3-
4).
Using data distributed by the Federal Financial Institutions Examination Council, which
makes available information on mortgage activity at the census tract level, as required
by the Home Morigage Disclosure Act of 1974, Goldstein studied the relationship
between indicators of housing stock, neighborhood, population and the spatial
distribution of conventional mortgages between 1982 and 1984 in the PMSA. In way of

summarizing Goldstein's findings the following conclusions are listed:



On Becoming Homeless
88

1. Suburbs had greater conventional mortgage activity than the city, with city
census tracts averaging. only 93% of the number of loans made in suburban tracts, with
the vast majority of city loans and mortgage value concentrated in the central city
business district.

: 2. Tracts with income above the median had substantially higher numbers of
mortgage loans approved than those areas with incomes below the median.

3. Loans were granted more often in newer neighborhoods, with higher levels of
owner-occupancy. In the city, loans were "notably low" in the least stable areas (areas
with population turnover), but significantly greater in stable areas.

4. "By racial composition, the pattern is both striking and disturbing. In the
suburban ring, tracts which are less than 10% Black received an average of 70.4 loans
for an average aggregaie value of $4.1 million. Areas which are over 80% Black
recei?ed an average of 9.1 loans for an average aggregate value of $300 thousand.
Predominantly White city tracts received 77.5 loans for an average aggregate value of
$2.8 million. Predominantly Black city tracts received on average 61.7 loans for an
average aggregate dollar value of $520 thousand" (Goldstein, 1986; p. 8).

Because city- or county-wide levels of analysis can potentially conceal what occurs
at the neighborhood level, detail at the census fract level was required to assess the
aciual degree of lending discrimination. And Goldstein finds that even independent of the
characteristics of the housing stock and the income of residents, Black and Hispanic
neighborhoods in both the city and the suburbs received fewer and less valuable
mortgage loans than white neighborhoods. While one could argue that such neighborhoods
had less demand for mortgages, median family income of neighborhood residents has
served as a proxy measure for the demand for capital in this study. Findings could be
further confirmed by a study of actual requests for mortgages. Moreover, the author is

careful not to say that nonwhites are being denied morigages, but that banks "are not
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providing conventional mortgages to people trying to purchase homes in nonwhite
neighborhoods" (p. 22) Even considering these qualifications, this study provides
compelling evidence for how poverty and "minority" areas are often caught in the cycle
of a "self-fulfilling” prophecy, where communities without money and investment will
naturally run down by continuing to be denied money and investment. Combined with
evidence that real estate brokers steer nonwhite households to nonwhite areas (Pearce,
1979), and that insurance companies are often unwilling to provide property and
casualty insurance in those same areas, it is cbvious that the deterioration and the
financial demarcation of poor and "minority” communities is a systematically driven
phenomenon. Institutional patterns of discrimination by banks and insurance companies
can eveniually prop_el neighborhoods characterized by poor and "minority” populations,
and deteriorating housing quality, to the brink of collapse.

The financial system of housing appears io both encourage and benefit from racial and
economic segregation. Racial segregafion in Philadelphia’s neighborhoods is quiie .
obvious to any casual observer, and perhaps the most painful manifestations of that
segregation, is the concentration of blacks in the frequently decaying and poorly
maintained public housing of the city of Philadelphia. in 1987, there were 19,314
occupied public housing units in Philadelphia, and another 3,813 vacant units,
accompanied by a waiting list of 10,000 households {(Dolbeare, 1988). Public housing
accounis for two-thirds of Philadelphia's subsidized housing, and is the oldest, most
important housing subsidy from the Federal government to city residents.

Philadelphia's public housing is quickly aging, with 10% predating WWIl, another 25%
_bui]t in the 1950°s, and one-third built in the 1960's. About two-thirds of the city’'s
public housing units (15,301) are in conventional public housing, with the remaining

third (7.826) in scattered site units. Dolbeare {1988) reports that most of the vacant
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‘housing, which accounts for 17% of the total siock, is in need of substantial renovation
and rehabilitation. Regarding the use of public housing for enforcing patterns-of racial
segregation, Dolbeare states:

The overwhelming majority of households in public housing are black, 86.1% as of

December 1987. An additional 4.7% are Hispanic. Only 4.5% of the residents are

white, and there are white households in only 20 of the city’s 42 projects. Indeed,

thirty-six of Philadelphia’s 42 projecis are 97% or more minofity-occupied. Four
projects (Hill Creek, Hoimecrest, Liddonfield, and Oxford Village - all in the

Northeast) are two-thirds or more white-occupied and these four projects house

86% of all white tenant househoids (Dolbeare, 1888; p. 55)

Dolbeare also comments that high-rise public housing for families in Philadelphia was
built out of necessity, because of cost and siting problems, and that eight of the projects
have only high-rise buildings. Federal law did not prohibit high-rise family public
housing until 1968. The median household income of residents in public housing is
about $5,500. Almost half of the 57,469 occupants of public housing are minors.
Public housing tenants, due to the concentration of poverty in their areas, and the high
proportions of young adults and blacks, rebresent the population with the single greatest
concentration of people at-risk for homelessness.

Having considered some of the major manifestations of the housing crisis and its
effects on the quality of black and poverty communities, and the cost of housing for those
communities, this section on housing will conclude with a discussion of two seis of issues
that underlie the current housing crisis, and whose relevance has been suggested by this
review. First, since housing is entirely dependent on the sysiem of capital, so too is ifs
overall status dependent on the determining factors of the capital economy - interest
rates, inflation and levels of debt, for exampie. Moreover, as a significant part of the

overall economy, problems in housing have subsequent effects on the system of capital,
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for example, by contributing to consumer débt in the systém. A second requirement for
'uhderstanding the development of the housing crisis in the United States, and
consequently homelessness, is that housing in-our country is a commodity, existing not )
for the primary purpose of serving the needs of the population for decent and humanizing
forms of shelier, but for the primary purpose of serving the interests of profit. In this
way, housing and housing finance have been placed squarely in the center of capital
markets. Government's role has been to enable, protect and subsidize the private
market's inferest in housing, or to plug leaks in the system that inspire political
discontent (Achtenberg & Marcuse, 1987).

The housing crisis and housing finance. As a commeodity, housing finance in the
~ United States has always been dominated by private financial institutions providing
'mortgages, using debt through delayed payment, as the primary means of housing
investment. But because debi-financing requires large deposits and the continued ability
of people to pay up, the mortgage system has been dependent on continuous economic
growth and prosperity, a condition that has not always been met (Stone, 1986). With
the economic collapse of 1929, for example, the mortgage system fell apart with the
overall economy, as mortgage debt in the 1920's had grown four times faster than the
overall economy. The result was the virtual halt in housing development. ‘ But with the
coliapse of the Depression, the federal government came to the aid of the morigage-
lending system, by establishing the system of central banking, by insuring depositors
and by insuring morigages. All of these mechanisms were designed to protect the private
institutional lending system. Moreover, instead of the shori-term mortgages with large
initial deposits characteristic of the days before the Depression, long-term morigages
with smaller downpayments and smaller monthly installments were introduced that
- "promoted the illusion of ownership through the reality of debt" (Stone, 1986; p. 50).

It was this system along with VA and FHA housing programs afier the war that made the
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suburban boom possible.

Beginning in the 1960's, however, Stone claims that this sysiem and its faulty .
design began to show cracks. The major weaknesses in the systerh have been described
by Stone, and are summarized here below:

1. ‘As morigage lending has contributed to economic expansioh, it has also grown
faster than the overall economy, hence fasier than the ability to pay the ensuing debt,
"...s0 that once again (as in the 1920's) the debt that was essential to prosperity was
placing an increasingly heavy burdeh on the future" (p. 52). One-third of all private
debt in the United States in 1980 was in residential mortgages, as residential morigage
debt as a percentage of disposable personal income grew from 17.8% in 1946 to 59.6%
in 1980.

2. Increasing dependence on credit, while contributing to the expansion in housing
production, made the production of new housing and the cost of buying both new and used
housing increasingly sensitive o the supply and cost of morigage money. This
dependence has been responsible for the violent swings in housing production for the last
two decades, as housing production has had to overreact 1o the business cycles so as to
cover for limitations on buyers' abilities to obtain mortgage money, a prospect that
could ieave developers with houses they can't sell, and banks with construction ioans that
won't be paid.

3. The financial vulnerability of the thrift institutions - savings and loans
associations and mutual savings banks - has been based on the ability of thrifts fo offer
interest rates on savings accounts that are competitive with other invesiments offered
by the major financial institutions, namely commercial banks and insurance companies,
and the ability to use existing savings depesits to finance home loans in the form of long-

term, low-interest rate morigages. Undil the late 1960's, given the competitiveness of
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thrifts and their interest rates, the imbalance of "borrowing short and lending long”
was not yet a problem. However, increasing deregulation over banking accompanied by

~high interest rate investments offered through deposit certificates and other capital
markets, would soon put thrifts at a comparative disadvantage, and throw the thrift
mechanism for mortgage lending seriously out of kilter.

4. The fourth difficulty of the morigage sysiem described by Stone, is the political
implications of a housing system that can no ionger produce what has been promised:
"The overwhelming majority of Americans have of course aspired fo be homeowners, and
for many years the new mortgage system made the dream available to most (though not
most with low incomes or dark complexions) who pursued it...Having created the
expectation, fosiered the hope, promoted the dream, what would be the consequences if
the system could no longer deliver the goods?" (Stone, 1986; p. 53).

Without going into the detail provided by Stone's critical analysis, a few things could
be said to summarize the financing problems of the last two decades in housing, and the
effects it has had on local hbusing conditions in cities like Philadelphia. Stone describes
a wide, macroeconomic picture, framed by international competition from Europe and
Japan, that has affected American corporate profits, and which has led fo the
acceleration of the nation's indebiedness as corporations have borrowed money to finance
moveouts and mergers from which they have hoped to rescue profits. Government
borrowing, too, under internal domestic pressures for defense and social programs,
while resiricting tax increases, has led io a growing federal deficit, also financed by
borrowing. According to Stone, these new demands for credit, along with continuing
financing needs in housing and other industries, has exposed the basic contradiction of
debt-financing, as the Federal Reserve has had to intervene either by controlling
inflation through restrictions on the money supply, hénce driving up interest rates and

leaving many borrowers short of the capital that is often needed to pay old debis, or by
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allowing the money supply to increase to meet the needs of borrowers, which
consequently drives up prices, which eventually leads to more borrowing in anticipation
of additional price increases and higher_interest rates. The risk of financial disaster,
for which there are growing signs of concern, is that when the Federal Reserve limits
the money. supply, many debtors are squeezed out, and their cash shortage can initiate a |
chain of defaults that have dire consequences: "Without continued access to credit to pay
their bilis, they may go bankrupt. Since the banks and other creditors have also
borrowed heavily to expand their lending and stimulate the economy, a chain of defauits
can ensue when they do not get paid. Thus a credit squeeze can bring the financial system
to the brink of collapse" (Sione, 1986; p. 54). | |

Since the late 1860's, several periods of tight money supply have forced interest
rates higher and higher, leaving the supply of capital for housing credit drastically
curtailed and sending housing production to record-breaking low levels, at least four
times since the late 1960's. Moreover, as a result of rising interest rates, thfifts have
lost their competitive edge to other capital markets and certificaies, as people have
withdrawn their savings for investment in more profitable instruments, thus further
undermining the stability of home loan financing. As a resuli, housing production has
swung violently back and forth ever since the 1960's, in sharp conirast to the stability
of home financing in the two decades after WWII, swaying io the rapid fluctuations in
interest rates.

Not only has production of housing been affected, but prices for housing have risen as
well. Described by Stone as a "piggyback" effect, rising interest rates on top of rising
housing prices have led to housing costs that have taken up ever-increasing proportions
of household income, as in the case of the rising rent-income ratio documented in
Philadelphia, and this has consequently led to fewer and fewer first homebuyers:

Thus between 1970 and 1978, while median family income was rising 47 percent
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and the overall Conéumer Price Index went up 46 percent, median sales prices for

new houses rose 80 percent, and the monthly owrership cost for a median-priced

new house rose 100 percent, while the monthly ownership cost for a median-priced
existing house rose 65 percent. Between the end of 1976 and the end of 1981, the
median price of a new house rose another 50 percent, while prices of existing houses
rose by over 70 percent, and mortgage interest rates increased from about 9 percent
at the earlier point to about 16 percent at the end of 1981; so buyers eniering the
market had to pay over 200 percent more for their mortgage payments than did the
typical new buyer just five years before. To be sure, first-time homebuyers, who
represented 36 percent of .aH buyers in 1977, had decreased to under 14 percent of

all buyers in 1981 (Stone, 1986; p. 56).

As fewer people become homeowners, they increase the overall number of renters. Of
~gourse, additional would-be homeowners in the rental market puts a squeeze on the
rental supply, and drives up prices there as well.

The increase in residential morigage debt that has resulted from these shifts -
increasing 84% from 1975 to 1980 - reveals that housing is deeply connecied io the
overall problem of America's “debt balloon.” And as people are required to spend
increasing proportions of their disposable income on housing, the likelihood of default,
-and the dangerous consequences of foreclosures and defaults set in. In 1982, the
Mortgage Bankers Association reported that foreclosures were at their highest level
since records on foreclosures had been collected in the 30 years before, and that the
number of foreclosures were 66 percent higher than just the year before (Boston
Globe, 1982). Combined with a "fenantization” process of homeowners described by
Stone, where the benefils of homeownership are increasingly absent through life

"tenancy” to the bank, especially among the working class, there is a grave crisis thaf is
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puliing at the solvency of the American financing system, énd the housing security of
most Americans. |

All of this pressure in the housing market ultimately affects the quality of housing in
cities like Philadelphia. Rental housing, like owner-occupied housing, also suffers the
piggybacking effect of rising interest rates and housing prices, leaving tenants to pay
higher rents afier the financing and _re—financing of rental properties. Population
changes and renovations in neighborhoods that bring increasing property vaiues, a

process known as "gentrification," likewise increases the pressures for displacement

‘and rising rents in some areas. Limitations on the credit supply and declining property

values can restrict the options of owners in other areas, particularly small investors,
for funds for maintenance and improvements. Credit limiiations in housing finance also
lead to increasing discrimination on the part of lenders as io what neighborhoods will be
eligible for credit. Such "red-lining" practices by banks reinforce and perpetuate the
undermining of the value of property in certain urban sections, thus providing an
incentive for abandonment by owners, or the temptations of arson to recoup insurance
benefits. ' In essence, the problems of housing finance, and the debt balloon in general,
are mediated in the housing experience of people throughoqt the country, including the
people who because of their limited incomes have the fewest residential choices. The
resulting deficiis in the quality of housing and the rising housing cosis and cost-income
ratios documenied earlier in the case of Philadelphia, cannot be communicated in
abstract formulations about the American system of finance. But the relationship
between the credit crisis and the housing crisis is clear, and this section was intended fo
outline the dynamics of the housing problem, and the depth of its reach on increasing
morigage paymenis and rents, and decreasing credit opportunities for poverty

5

communities and their housing needs.

Housing as a commodity. This current crisis in housing is only possible because
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housing finance in the United States is strategically placed in the center of other capital
. markets, as it is treated like any other commodity that one might purchase. The fact that
housing is a commeodity in our social system, has obvious and. important implications in
how households are struciured, or how the domestic environment is implicitly designed
in order to meet the needs of the social system generally, and the system of capital in
particutar. Most importantly, the role of housing as a commodity means that housing is
-essentially produced for profit, and that "secondary” effects of its production, such as
providing people with shelter or domestic security, are either put to use in order to
generate profit, or incidental to the system of housing. As a profit-making enterprise
centered in the private marketplace, housing is also used as means of structuring the
population within a given hierarchy of housing quality, affordability, and supply. This
structuring of the population through housing provides a basis for competition in the
housing market, as well as means of segregating the population along with community
institutions, such as schools and industry. Enhanced profits result from the privileging
of certain neighborhoods, and "types” of people against others. Likewise, other dynamics
of the market economy provide a basis for profiteéring in housing, for example, by
exploiting changes in population, migration, indusiry, government subsidy programs, or
hdusing supply.

As a market commodity, those with the greatest resources and power typically come
to occupy the best housing, just as they come to occupy thé best jobs, or the most
influential community positions. Similarly, the discriminatory dynamics that underlie
our social and economic organization, get ptayed out through formal and informal
dynamics in the housing market. that restrict or‘ privilege cerfain persons, relations,
choices and attributes over others. Hence, those persons who least fit within the

productive apparatus of capital, particularly elders, persons with disabilities, the
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| unemployed, and solo parents providing care for their children- most of whom are
.women - are consequently the least valuéd in the housing market, as they are the least
within the reward structure of the productive economy of capital. Suburbanization, as
- one example, had as its primary market the homogeneous, white, two-parent,
heterosexual union of a male wage earner and female "homemaker.”

Alternatively, though well within the productive apparatus of capitalism, other |
groups, such as people with darker complexions, are discriminated against in housing,
which also functions fo maintain a sufficient, segregated supply of low-waged workers
who are available for employment in certain geographic locations, and whose economic
“and racial segregation is used as a basis for siructuring the profits of the labor and
housing industries. In this case, the devaluation of the housing of such persons merely
reflects the required devaluation in wages that provides a substantial profit-base for
industry, and the use of class and racial segregation by'the housing industry to structure
residential choices or "markets." Moreover, the commodified design of housing
structures the dependence of workers on the wages offered by area industry, as workers
must accept the wage levels available in order to maintain their housing, or be forced to
go elsewhere. If one refuses the going wage or dismisses the structure of one's
occupational choices, one is very likely to be, or most certainly become unemployed,
and unless one submits to the requirements of the local economy, homelessness or other
domestic difficulties are likely to result. In this way, housing disciplines the
workforce, their expectations, their choices and their conformity to local market
conditions, at least when it "works."

Having examined in detail the dynamic processes and structural components of the
current housing crisis in the United States, and in cities like Philadeiphia, the income
problems facing those groups most represented among the homeless can now be better

understood for their very sensitive relationship to housing conditions. For as has been
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shown earlier in the indices of housing “affordability,” problems with the cost of
housing and housing finance only have meaning in relation to peoples’ in.c'omes.
The Income Crisis

-~ What makes the problem of rising housing costs so devastating for city residents, is
that it has not only notf been accompanied by a proportionate rise in income levels, but
that it has been accompanied by a decline in income, compounding further the effects of
the housing affordability problem. In Philadelphia, along with declines in the city's
share of population in the PMSA, has been a further decline in jobs, and an even further
decline in income. Hence, lower per capita income, higher unemployment, and higher
poveriy rates in the éity have resulted. What specific patterns can account for this
decline.in income? And how have those patterns disproportionately affected those
prominent groups among Philadelphia's homeless? This section will explore the
-growing service economy in Philadelphia, and the racial, gender and wage structure of
the growing service indusiries. Secondly, rising levels of unemployment, particularly
among black youth, and declining levels of labor force participation will be documented.
Thirdly, the availability of job training programs for the neediest persons will be
discussed, particularly looking at the federally-funded job training program, the Job
Training Partnership Act (JTPA). Finally, the restriction of government benefits for
low-income persons, particularly as a reshlt of the so-called Pennsylvania "Thornfare"
"welfare reforms, and the declining dollar value of government benefiis against inflation,
will be assessed for their relationship to groups represented among the homeless.

The labor market, the service economy and low-waged work. As has already heen
noted, one of the primary reasons for declining income in the city of Philadelphia has
been the loss of manufacturing industries, and the growing dominance of the low-waged
service economy, as well as the development of industries outside of the city, that

employ to the primary benefit of suburban residents. Overall, the massive growth in
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jobs in the region has led some io be overly optimistic in their reading of the local labor
market. These trends are widely recognized in the local press of Philadelphia, as
headlines repeatedly occur about a "labor shortage," record-low unemployment levels,
and jobs that go "begging" in the su.burbs, or even in the city (for example, see
Philadelphia Inquirer, July 24, 1987, and June 26, 1988). Much as this study has
thus far suggestied, there is a surpius of low-waged service work, particularly in the
suburbs that - and Philadelphia's Private Industry Council concurs - frequently pay too
little, and can't compensate for transportation time and costs, or child care costs for city
workers (see Cassel, 1987). Nearer to the city, and in the city, many of the better
paying jobs go begging because of a lack of skilled city workers, or go to suburban
residents who have better education and iraining.

When doing research for this project, the Philadelphia Private Industry Council, the
- regional organization responsible for distributing federal and siate job-training funds,
provided information on this "training gap," and provided news articles to verify their
bosition on the continued need for fraining funds. One of the articles mentioned the
predicament of Penn Ship, a navy contracior that had recently received a large contract
from the Depariment of Defehse to build four naval vessels. Jim Nealis, human
resources chief at Penn Ship, declared in the Philadelphia Inquirer that "We probably
have milked the Delaware Valley dry {Cassell, 1987; p.16A)" of workers, and reporied
that the company was recruiting welders and skilled crafts workers ali the way from
New Orleans to Seatlle. A news article that was later provided by the iocal Union of the
Homeless (Fine, 1987), described how unemployed city residenis and community
leaders converged on Penn Ship to demand those jobs and training for those jobs. Nealis
of Penn Ship responded to the protesters by having them complete applications, but

- suggested that prospects were not good because most local applicants didn't have the
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desired level of skills. Responding to questions about providing job training, he
answered that "as of June 30, all of our state and federal doliars for job training are
- gone." |

As that example iliustrates, Philadelphia's labor market, despite its appearance in
official reports as "strong," is unevenly experienced by fhe region's residents.
Undertraining and a small, fractured, disorganized job training system, reduces many of
the options of city residents for the better-paying jobs in the city, particularly those
residents most in need of job training. Transportation and child care costs limit the
options of city workers for pursuing suburban employment. Jobs that unskilled
workers in the city can fill are predominantly in the service sector, where poor wages
ahd low benefits are the norm, and where there is very limited opportunities for career
advancement or for acduiring "marketable” job skills. The legacy of deindustrialization
in the region has had its most profound effects for city residents in undermining the
wage base and in the growing dominance of services. Of course, the fact that minimum
wage was not raised from 1981 to 1988, declining 31% in dollar value against
inflation, is a critical source of depressed wages in the region.

Examining more closely the make-up of the occupational distribution and the new
"service economy,” the uneven manifestations of the growth industries in Philadelphia
and their relationship to groups among the homeless can be betier understood. Based on
data provided by the Department of Labor and Industry in Pennsylvania, in 1986,.about |
100,000 people in Philadelphia were employed in manufacturing, while 220,000 were
employed in what the Department calls "service" indusiries. However, if one were {o
include among services "retail trade” and the FIRE industries (finance, insurance and
real estate}, occupations that are within the common image of "services" such as fast-
food work and insurance sales, then the number of workers providing services would

climb to nearly 400,000 out of a total labor force of 671,000. However, these so-
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calied "service" jobs are not at all uniform in either the people who perform the work,
or in the money they receive for their labor.

‘"The following income figures for the varying ocoupational groupings are based on
pubiished estimates for Philadelphia County (Office of Employment Security, 1988). - As
a group, the FIRE services are the highest paid, with an average annual wage of $27,537
in 1986, and the retail trade jobs are the iowest paid with an average annual wage of

-$12,093. As is plainly observable, people selling stocks and s-,ecurities' make much
more than people selling burgers and biue jeans. Moreover, not only are there sizable
disparities in income distribution between industries, but within them as well. So, for
example, people working in eating and drinking places make only $8,618 annually,
while other retail trade workers in automotive sales and service make $19,655 on
average annually. Similarly, within the FIRE industries, the range goes from $9,514
annual income for peopie in small, storefront-type, combined insurance and real estate
firms, all the Way {o $52,940 annually for commodities brokers and securities dealers.
Within the category more sirictly defined as "services," the range goes from $7,175 for
thosse serving private households, all the way to $30,462 for those providing legal
services. Of course, across indusiries, the lowest paid professions are those which
provide cleaning services in hospitals, hotels and restaurants, and especially those

| peopie who provide services fo private households, i.e. housekeepers, child care
providers, cooks, servants, etc., wr;o make the lowest average annual income of any
occupation group at $7,175. I is quite apparent, then, that there is a distinct and
highly disparate hierarchy of wages in the "service" economy, with the lowest wages
concentrated in the retail trade sector, and other service occupations such as hotel
workers, personal services, social services, private household services, and health care
workers at hospitals and nursing homes.

Who has what jobs? Well, as one might expect, there is a significant degree of
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occupational segregation going on within this hierarchy of wages, both by race and by
gender. Remembering that Philadelphia is 38% black and 59% white, one can get a
rough indicator of occupational distributions by race, by looking at those industries that
“have racial representation lower or higher than the city's population. Looking at Table
3A in Pennsyivania's Department of Labor and Indusiry publication (1987) "Labor
Market Information for Affirmative Action Programs,” selecting those jobs by racial
under- and over-representation is simply done by comparing rates {o population
representation. The first noticeable disparity is that whites are over-represented in
simply having employment, by about 5 percentage poinis, and blacks are
underrepresented by the same amount. The occupation in which blacks are most over-
represented is "private household occupations,” such as maid, housekeeper, child care
provider, cook, servant, etc., where blacks account for 82% of this occupational
--grouping, which is the lowest paid occupation in the city of Philadelphia. The next
highest concentrations of black employment are in "health services" (63%), "cleaning
services" (61%), and "other services" (51%) . Not surprisingly, these are also
among the lowest paying occupational groupings, most of which have average annual
incomes below $12,000, but with health services having a higher average leve! income
due to its inclusion of other relafively higher paying healtﬁ jobs. Blacks are also over-
represented, though not as extremely, among "handlers, equipment cleaners, helpers and
laborers" (44%), "machine operators” (43%), and "medical and health technicians”
(44%). |

White people, besides having higher overall levels of employment, are most over-
represented among "post-secondary teachers" (87%), "engineers" (82%), "executives,
administrators, and managers" (77%), "medical professionals” (76%), "sales"

(75%), "machinists” (74%), "construction trades" (70%), and "mechanics and
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repairers” (72%). All of these occupations paid af least an average annual income of
over $21,000.00 in 1986, in some cases much more. But all of these jobs paid nearly
twice as much as those occupations in which blacks find themselves over-represented.
Based on these trends, one might expect that the further oﬁe goes in the occupation and
income hierarchy, the more and more white it becomes.

Examining concentrations of employment by gender, women are also found over-
represented in the lower-paying occupations, and men in the higher paying jobs. By far

-the highest occupational concentration of women is in "secretéries, stenographers and
typisis" (98%), followed by "private household occupations” {85%), "health services”
(83%), “teachers" (70%), and "medical .and health workers" (67%). Men, on the
other hand, have virtual job monopolies in the "precision production, craft and repair”
(95%), which includes machinists and the buiiding trades, "engineers" (95%),
"proteciive services" (91%), and "transportation and material handling” (98%).

- Considering the specific case of black women, they account for 78% of private household
occupations - the lowest payfng occupational sector - and a very high concentration in
"health services" (54%]).

As the city of Philadelphia and the PMSA have deindustrialized, young workers have
been forced to accept a new occupational scene, one dominated by "services" and the
lower wages that often accompany those services. But the transformation of the city's
economy to its service orientation, has not been equally experienced by everyone. In
particular, the city of Philadelphia's service economy can be characterized as both a
professional, legal, managerial and technical center, that pays relatively high wages to
predominantly white workers on the one hand, and a retail, health, and hotel center, that
pays relatively low wages to predominantly black workers on the other. Women of both
races are segregated in the health services, clerical services, and education and social

services, and consequently live closer to poverty, in general, than do men workers.
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Hence, the decline in manufacturing and the growth of the service économy has had very
different implications for different segments of the population, especial!yAwhen
considering the case of blacks and women.

interestingly, the low wage base of the Philadelbhia region that was ieft behind after
deindustrialization has also resulied in the growth of several smail manufacturing shops
that are taking advaniage of local labor conditions. For example, a study by the
. Government Accounting Office (GAQ) reports that into this low-waged environment of
center cities like Philadelphia, many small "sweatshops” (businesses that "regularly
violate both wage or child labor and safety or health laws") have popped up that have
been found to pay wages below the minimum, and to have dangerously poor working
conditions (Noble, 1988). The GAOQ study reports that in New York City, Philadelphia,
Chicago, Baltimore, El Paso, Portiand, Or., and "virtually every section of the country,”
‘thousands of new shops and factories, in apparel, meat-packing and food services, that
employ workers "at low wages for long hours under poor conditions" have been
spreading. The sweatshops are presumed to be taking advantage of the low-wage base left
by deindusirialized urban centers, the influx of undocumented workers, and the less
intensive regulatory aimosphere resulting from the federal budget-cuts of the 1980's in
OBHA (the Occupational Safety and Health Administration) and other labor enforcement
depariments. - The GAQ reports that industry contracting systems, as in the apparel
industry, have led to tﬁe parcelling out of jobs such as garment-production to small,
highly compeititive contractors and subcontractors, acting as the primary Stimulus for
the squeeze on wages. The study estimates that Hispanics and Asians are the primary
"‘sweatshop” employees naiionwide. A staff member of the Philadeiphia Industrial
Development Corporation who was interviewed during data collection for this project,

and who wished to remain anonymous, said that many small subcontracting shops have
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been developing in Phitadelphia in the 1980's because "depressed wages and a surplus of
unskilled workers make it the South Korea of southeastern Pennsylvania.”

Young adults in the city and their prospects for employment and job training. An
increasingly Well-known development, either resulting from or concurrent with
deindustrialization and the growing low-waged service economy, has been the rising
ievels of unemployment and declining labor force participation among young, black
adults. In Philadelphia, black men over the age of 20 had a labor force participation rate
of 78.4% in 1873, higher than the same rate for either white men (76.8%), white
women (38.1%) or black women (48.0%). In contrast, by 1987, the labor force
participation raie for black men fell o 63.7%, while it rose for both groups of women -
white women, 53.9%, and black women, 51.7%, and fell slightly for white men to
75.6%. Strictly by race, while black men and women were once in the labor force to a
higher degree than whites, that all changed by 1987, with white fnen and women gaining
over both black men and women, Considering gender, all women, but especially white
women whose participation rose 15 percentage points, increased their participation in
the labor force from 1973 fo 1987, with black women showing a modest increase of 3%.
But the most significant decline in participation- in the Philadelphia labor force during
the fifteen years between 1973 and 1987, was the black male, whose labor force

participation dropped 15 percentage points, or at a rate of 19%.

Insert Table 9 about here

Labor force participation, or the degree to which a proportion of the population is
working or actively looking for work, is obviously going to be influenced by the success
that employment-seekers achieve in finding employment, and the kind of empioyment

that they are likely to find. Looking at unemployment rates by race for the United States
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(see Table 8}, one can see that blacks have had about twice the unemployment rate of
whites since the 1950's, reaching nearly 2.5 times as much in the 1980's. Thus, in
recent history, blacks have been at least twice as unable to find work when actively
seeking it as whites. But i has been since the early 1970's and through to the 1980's
that blacks have sustained double-digit unemployment rates, an experience virtually
unknown to the white population since the 1930's. Unemployment rates among black
youth have hit even higher levels than among blacks generally. The unemployment rate
for black youth has gone from 14.4% in 1954 to 41.0% in 1985, while for white youth
the unemployment rate has gone from 13.4% in 1954 to 16.5% in 1985 (Hirschman,
1988}. As can be seen in Table 10, a potential effect of sustained increases in
unemployment among blacks has been a decline in labor force participation, particularty
among black youth, who are fast becoming a new class of discouraged workers. A similar

change among white youth, who have not suffered the extraordinary increases in

-unemployment as have black youth, is not notable.

Insert Table 10 about here

In way of interpreting these dramatically different shifts in unemployment and iabor
force participation rates by race, Wilson (1987) concludes that the iransformation of
the central city economies, much of which has been considered here in the case of
Phiiadelphia, has disproportionately affected the job prospects of black youth:

Urban minorities have been particularly vulnerable to structural economic changes,

such as the shift from goods-producing industries to service-producing industries,

the increasing polarization of the labor market into low-wage and high-wage
sectors, technological innovations, and the relocation of manufacturing industries out

of central cities (Wilson, 1987; p. 39).
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Concurring with that interpretation, a study by McGahey and Jeffries (1983) shows
how recent shifts in the employment base have more drastically affected young blacks
than whites, who were more dependent on the declining manufacturing industries of the
city than the new expanding information intensive or high tech industries. McGahey and
Jefiries (1983) conclude that a combination of factors, including a loss of traditional
employment bases and the geographic re-distribution of employment, has contributed to
the risihg unemployment of blacks, particularly black youth, and to the declining levels
of labor force participation. The previously discussed movement of jobs and people in
the Philadelphié metropolitan area wouid seem to give support io the idea that locational
factors are important in determining minority job opportunities. Hirschman (1988)
makes the same conclusion from his study of the effects of economic change on levels of
employment and labor force participation by race.

Though only speculation, perhaps an additional influence on the declining labor force
participation of urban blacks is the failure of the new jobs in the service sector to offer
the high wages of manufacturing, transferable job skills, opportunities for
advancement, social benefits, or worker esteem. Moreover, alternate economies in the
city, both the tréditional "underground” economy of repairs and services which evades
regulation and taxation, and the violent drug economy, may be providing more satisfying
levels of income to many urban youth than what the new "economy” of low-waged,

' segregated labor has to offer.

The problem of growing unemployment among black youth is particularly distressing
and raises 6ther very serious questions considering that there has been a significant
narrowing of the "education gap" between white and black youth. Hirschman (1988)
details how in 1959 the education gap between black and white workers was more than 3

years, whereas the gap by 1984 had shrunk to .4 years. "In other words, as the
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employment situation has worsened between white and minority men, there has been a
convergence in educational gualifications" {p. 73). The same is truer for black coliege
graduates, who have unemployment rates twice that for white college graduates. This
convergence of educational qualifications over the last twenty years, accompanied by
persistent disparities in unemployment, affirms the potential importance of the
geographic distribution of employment opportunities. But the claims of labor market
observers in Philadelphia and other areas of a “skilled labor shoriage,” suggest the role
of additional influences beyond the geographic distribution of employment opportunities
and the low quality of job opportunities. It is possible that disparities in the quality of
education which people receive may be introducing further disparities in qualifications
and employability. Moreover, barriers in access to adequaie job training and post-
secondary education may introduce other differences.

As an example, it is helpful to examine the disparities in public spending on
education in the Philadelphia metropolitan region as an indicator of how the residénts of
the city and suburbs have very different access to educational resources, and
consequently, employment opportunities. Luce and Summers (1987) conclude in their
study of the region that:

Spending on...schools is roughly equal in the portions of the region in New Jersey and

suburban Pennsylvania. Philadelphia, however, spends significantly less on schools

than do most other communities. Intergovernmental aid play.s a much more
~ important role in supporting local schools in the New Jersey portion of the region.

In Pennsylvania, school districts are more dependent on local

resources....Philadelphia... has nonschool expenses much greater than average, and

school expenditures significantly lower than average, suggesting that the special
burdens the city faces in nonschool services have reduced its commitment to its

school system (p. 118).
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Per capita expenditures in 1985 for éducation in the region vary from a low in
" Philadelphia of $450.74, to a high of $631705 in Camden. All of the New Jersey
- counties pay more than $615.00 per cap_ita for schools, while in Pennsylvania, Bucks
County spends the most at $587.82 per capita, Chester County pays $541.61, and
Monigomery pays $527.83. The fact that the other counties have substantially fewer
public service obligations as a résult of lower poverty and lower population density, is
refiected in the percentages of local revenues that go to education. Philadelphia is only
able to spend 32% of its revenue on schools, whereas Bucks can afford 58% of its
revenue for schools, Chester 58%, Delaware 50%, and Montgomery 48%. All of the
New Jersey counties can afford 50% of their revenues for schooling. Students in
Philadelphia, simply on the basis of these expenditures, obviously do no have the same
life chances as do students in the suburbs, potentially perpetuating for another
- generation the patterns of privilege and poverty in the region. The increased levels of
unemployment, underemployment and lack of necessary job skills among city residents,
can be partly aftributed to this discriminatory pattern of educational funding.
Recognizing that such patterns of discrimination through secondary education exist,
however, are not to .mention that post-secondary educational opportunities, like college
and graduate programs, are even less equalized and consequently more unequalizing
because they are not a public entitlement, and therefore are even more out of reach for
the impoverished population of the city. On the other hand, post-secondary education can
provide the path to personal prosperity for the college-bound youth from the wealthi.er
families of the suburbs. Evidently, the stratification process that has been observed in
housing and income also works at the very beginnings of one's entrance into the American
"opportunity" structure of education. It should also be noted that the quality of the
schools in an area has a potentially reinforcing effect on migration patterns, as families

are more likely to seitle in places where there is a good school system and sufficient
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amounts of money spent on education. Philadelphia may lose more population and
potential population as a result of its deteriorating educational system, and may
consequently lose more of ité tax base, sending it further into a loop of fiscal disorder.
Another integral education component for understanding the apparent "labor
shortage™ of our cities, like that described in Philadelphia, and the underempioyment and
unemployment problems of minority young adults, is the availability of job-training
. programs that have coherence with the development direciion of the metropolitan area,
and that satisfy peoples' desires for meaningful and well-paying work. Philadelphia
currently has an array of job training programs, some of which are conducted by
private non-profits, others by "technical" colleges and schools. Most of the training
programs responsible for helping poor and "disadvantaged” youth, however, are funded
and monitored through the Philadelphia Private Industrial Council (PIC), which in
- fiscal year 1987, had B8 agencies that provided training to unemployed and
undertrained workers, had 37 referral centers, and many more placement businesses.
The primary funding somcé for PIC has always been the federal and state governments,
particularly through the Job Training Partnership Act (JTPA), which mandates regional
headquarters such as PIC to link private businesses with the job training initiatives of
the community, so as to produce "unsubsidized” employment. While no specific
evaluation of PIC in Philadelphia is available, there have been some national studies that
have attempied to determine the success of JTPA; most of which have been highly
critical, with one important evaluation done by the US Depariment of Labor. But before
reviewing the Labor Department audit, consider that in fiscal year 1987, PIC in
Philadelphia spent $26 million to place successfully (for more than 90 days) 4,500
‘people. That's roughly $5,800 doliars per person, for one year, to train and place

people in empioyment for at least 90 days that had an average annual income of $10,500
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a year (before taxes), or at an average hourly wage of $5.05 an hour {Cassel, 1987).

JTPA received a lot of attention in the 1988 presidential election as an example of
the kind of new leadership that then-Senator Quayle would provide, as the original co-
sponsor of the enabling legislation, along with Senator Ted Kennedy. But the program
came under increasing scrutiny as the primary job training initiative of the federal
government, and it was unable to find much suppori as a "success." Sar Levitan of
George Washington University who has studied the program toid the Boston Globe that
some corporations are feeding off "government largesse" to pay the wages of people "that
they would hire anyway” (Kranish, 1888; p. 12). In an audit of the program, the US
Depariment of Labor has found that 47.5% of the people who graduate end up unemployed
four months after their training because peoplie are placed in jobs that pay little more
than candidates wouid get without the "training.”

 JTPA funds private industrial councils io get "disadvantaged" workers into

employment, and in turn promises to fund the wages of the new workers during their
"training” period, or the classroom sessions and following job placementis that are
required. The program is intended as an investment in "human capital" where the most
hard-core disadvantaged would be helped into "self-sufficiency." However, the Labor
Depariment audit, which sampled 3,200 frainees from sites across the country, found
that the enrollees were not the most disadvantaged. Sixty percent had high school
educations or better, and the majority were neither receiving public assistance nor
unemploymeni compensation. The Labor Department concludes that "less disadvantageq”
candidates are selected for the program in order to meet mandated performance
standards, which require meeting success in 60% of the cases in order not to lose
continued funding. As a result, 70% enter unsubsidized employment, but only half
(58%) of those retain their first job.

Perhaps the worst indiciment against the program, which is supposed to improve
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disadvaniaged job-seekers' chances of gaining employment that they wouldn't have
gotten without training, is that average hourly wages for trainees compared to the
wages they received prior fo fraining increased only $.40 for youth, and $.83 for adults
22 1o 34 years old, while average hourly wages for adulis age 35-44 decreased by

$.36 an hour after "training,” and wages declined $71.35 an hour for adults over 45.

In terms of reducing welfare "dependency,” JTPA leads 1o a reduction of only 5% for
adults and 0% for youth. Over 60% of the employses who receive subsidies from JTPA
say that they wouid have had to hire and train people for the jobs even without the
-subsidy. in other words, the training subsidy is unnecessary in most caseé.

The Labor Department audit (1988) sharply criticizes implementation of JTPA
because it has been driven by pérformance standards in "unsubsidized employment" and
not on training the most needy people for better or desirable forms of empioyment.

- Moreover, because of performance standards, JTPA programs spend nearly as much
money on placement as they do on training. The audit concludes:

ETA (Empioyment Training Administration} has not yet fully implemented the law

and has, consequently, missed a significant opportunity to influence JTPA priorities

in such a way as to maximize the return on investment (US Department of Labor,

1988; p.9).

The JTPA programs have also been the target of accusations of misuse of funds.
Federal officials are investigating whether contracts went to political campaign
contributors in Ohio; California officiais have suspended some programs due to fraud
(Kranish, 1988). In Quayle's own state of Indiana, the program funded Japanese
companies to pay for employees that the company was going to have to hire and train
anyway. The use of private industry councils such as Philadelphia's PIC has been

further criticized as a way of allowing private indusiry a way to have government
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funding work o serve industry's own ends, and not necessarily the training needs of
disadvantaged workers. In an example of training paid by the government that wouid
have been paid by industry anyway, JTPA paid fast-food restaurants for 203 hours of
training for each participant who got a job at a fast-food restaurant (Kranish, 1988).

in concluding this section, it is apparent that the restructuring of the urban labor
market over the last twenty years has disproportionately affecied the job prospects of
blacks, particularly black youth, and that increasing levels of labor force
nonparticipation and unemployment have seriously affected the ability of black young
adults to earn a livelihood, and to establish independent income security. Accompanying
the geographic decentralization of economic opportunity and its effect on young black
adulis, however, has been a convergence in educational ﬁhalifications among blacks and
whites. But disparities in public spending on education in the Philadelphia region
suggest that there are significant differences in the guality of education between the
suburbs and the city. Furthermore, job training programs designed to help the most
unskilled have not shown fo improve peoples’ earnings in the labor market, and,
according to government audits, have failed in their mission to improve the employment
prospects of disadvantaged workers.

The restriction and decline of government benefits. The final income facior
considered here is the level and availability of public assistance to Philadelphia
.residents. Especially when one considers the needs of households with incomes below the
poverty level, public assistance is very often the crucial component for providing
individuals and families with residential and social security. However, with the
deterioration of benefits against inflation and with the restriction of eligibility resulting
from "Thornfare" (Act 75 of the Thornburgh administration} welfare reforms, the
ability of public assistance to buffer poor households from the instabilities of poverty

has been drastically undermined, and, one could add, weakened to the point of total
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ineffectiveness.

Insert Figure 6 about here

Between 1975 and 1988, public assistance allowances fell in dollar value by 48.3%
for 3-person households, and 47.6% for 4-person households. In other words, while a
family of three on public assistance in 1970 would have received the equivalent of $750
in 1988 dollars, that same household received only $380 in 1988. Figure 6 shows how
welfare benefits have deteriorated under inflation, because unlike social security
benefits, welfare benefits are not annually adjusted for cost-of-living increases. Figure
7 also shows the shrinking value of benefits when considered against the cost of rent.
After paying the median rent in Philadelphia, a family on public assistance would have
had $160 left over for other expenses in 1970, while that same family in 1988 had
only $50 remaining afier paying for rent. Quite obviously, then, the function of welfare
in keeping families in decent living standards has not only been severely limited, bl_:t

reduced to the point of dangerously low levels of subsistence.

Insert Figure 7 about here

Welfare benefits have not only declined in dollar value, but eligibility for welfare
has been restricted, particularly since 1981. The Reagan Omnibus Budget
Recongciliation Act of 1982 (OBRA) terminated benefits for hundreds of thousands of
working, low-waged parents, benefits that provided child care support and an income
supplement to families whose wages were so low as to keep them in poverty. The impact

of OBRA on low-income families has been studied by Zinn and Sarri (1984). But
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‘perhaps the most important welfare "reform" measure that has tremendously influenced
the growth of homelessness in Philadeiphia in the 1980;3, particularly among single
adults without childrén, has been the so-called "Thornfare" policy, nicknamed afier
then-Governor Richard Thornburgh, but formally known as Act 75.
Passed by the Commonwealth of Pennsylvania in 1981, Act 75 required the

Pennsylvania Depariment of Public Welfare io review all épplicants for General

. Assistance, and to determine who were the "transitionally needy" among them. General
Assistance (GA) recipients are usually single or married adults, aged 18-45, without
children, who are either unemployed, temporarily or permanently disabled, and who do
not receive or are ineligible for unemployment compensation, or disability insurance.
GA has always been the income of last resort for those people who are otherwise not

- protecied through private or public insurance programs, who don't have dependent
‘children, or whose lack of skills make them unemployable. Act 75 declared that such
persons were now considered “transitionally needy," unless unable to work by reason of
physical or mental disability, and that they couid no longer receive the GA cash
assistance of $172 a month for more than 90 days in a year. Consequently, those adults
who cannot find work, despite their efforts, are only allowed cash assistance three
mbnths out of the year. The other nine months of the year, such persons are literally
"on their own," unless they have family to assist them. Moreover, since many adults
who receive GA, use GA to coniribute to the household expenses of family members with
whom they live, Act 75 would put added pressure on those households, which are usually
poor themselves, because there would no longer be any financial contribution from that
person in the housshold. Approximately 68,000 GA recipients were initially affected by
the "reforms" of Act 75, though many more have continued io suffer its effects.

Act 75 required that a study be done to assess the impact of the law two years after it
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was passed. The study was published in June, 1984, and as a challenge report by the
Advocacy Commitiee for Emergency Services (ACES) (1984) would detail, the study
failed to provide an accurate discussion of the data which it had itself reported. For
example, the Thornburgh administration study said that "Most transitionally needy
exhibited more effort looking for work, and many found jobs" {p. xii}, while the data
from their study of GA recipien.ts indicates that 81.3% of the sample had no income from
employment at the time of the interview. Only 13.1% were successful in obtaining
"covered" employment for more than three months. The chalienge report by ACES points
out that since the economy was undergoing a recovery from the 1982 recession at the
time of the Administration study, that even successful efforts at gaining employment
could not be attributed to the merits of Act 75. Department of Public Welfare records
indicate that the year prior to implementation of Act 75, 7,100 individuals leit the GA
rolis because they found empioyment. The year following Act 75, 8,909 people out of
the 68,000 "“transitionally needy" found employment. Apparently there was little magic
io the "reform" on getting peopie into employment. "This information strongly suggests
that while GA was denied to 68,000 people, there was merely an increase of 1,800 new
jobs" (ACES, 1984; p.4).

The Administration study furthermore reported that "(Those) who got jobs (were)
generally able to offset their reduction in cash benefits" (p. xii). The challenge report
by ACES, using the same data, determined that among those who worked, they had iess
than 1 chance in 10 of working for the full year, and less than a 50% chance of working
a full-time job. For those who worked, their average weekly income was $51.42, only
$8.50 more than Géneral Assistance, and considerably less than minimum wage for a
full-time job ($125 per week).

The employment training and placement programs that were supposed to assist the

“fransitionally needy,” were found by ACES, using Department of Public Welfare data, to



On Becoming Homeless
119

have placed only 11,506 people out of an Administration projeciion of 75,000. Most of
the placements were ménaged through the Office of Employment Security, where GA
recipients must register to meet eligibility criteria anyway, while the newly proposed
programs for job training had registered zero trainees.

The Administration's study data reveal that the effects of GA restrictions on the
victims of Act 75 were devastating. The number of people who experiencéd losses of
their homes, utilities, cars and/or furniture due to the inability to pay bills and debis
went from 9,044 prior to Act 75, to 17,612 after implementation of the so-called
"reforms.” Many mentally disabled persons were cut from benefits, though the
"reform” law stipulated that they would be protected. Based on a sample of people cut
from benefits, projecied for the entire 68,000, 42% of the former recipients, or -
28,628 persons, reported having to use emergency shelters, food and clothing
programs. Nearly half, 45%, were forced to borrow money. Forty-five percent
(45%), or 30,600 persons, were living with relatives or friends and were unable io
coniribute to household expenses. A disturbing effect, 33.2%, or 22,576 persons,
found themselves in "indentured relationships,” where they received food and shelter
only in exchange for working for the provider of that food and shelter, About 12% moved
into a worse housing situation, and fully 25.8% experienced worsened health afier the

implementation of reforms {ACES, 1984). The relationship between Act 75 and
| homelessness is much more better understood when considering such facts. The
- chalienge report by ACES found that
Of the 15,000 shelier placements executed by the City of Philadelphia’s Division of
Adult Services in 1983, 10,500 or 70% were in response to homelessness caused
by unemployment and/or benefit cuts experienced by persons who were befween the
ages of 18 and 45...The toial shelter figure for the previous year was 7,000 (ACES,

1984; p. 19).
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Those people who do not submit to the requirements of the local wage economy, or
who are judged as not competent for employability within that economy, find their
extrusion masked by the rhetoric of making GA recipients "iransitionally needy," and,
perhaps more painfully, by being brutally impoverished, and potentially disciplined
with homelessness as a result. Reflecting the unwillingness of the system to accepi the
contradictions that the labor economy creates through its varying criteria of
competence, low wages and siructural unempioyment, the unemployed and
"unemployables,” especially those who are without dependent children, are forced to beg
fbr food, shelter and clothing, and to suffer the health effects of the social order's
inadequacies. Moreover, in a gesture of support for the local economy's going wages, the
government compeils its citizens to accept whatever income is being offered by industfy,
or to accept starvation. The recent survey of Pennsylvania's homeless that was reviewed
- . earlier cites the iniportance of Act 75 in precipitating homelessness among mindrity
adults between 18 and 45 across the state:

It is impossible to construct any understanding of the high proportion of 18-45 year

olds in the homeless population without highlighting the contributing factor of Act 75

{the welfare reform law of 1982). lis withdrawal of welfare eligibility for persons

in this age group has caused thousands to fall through familial and charitable safety

nets into homelessness. lts flawed assumptions about access to work and about
employability to this day continue fo lead the state to neglect vulnerable persons.

The paradox of the resultant public assistance policy is that it will prevent recovery

from homelessness until the ravages of homelessness render peopie disabled enough

o qﬁaiify for year-round assistance, SSI, year-round psychiatric treatment, prison

or state-subsidized funerals { Ryan, et al., 1989; p.8).



