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CITY IBOND ISSUE: BOOM OR IBUST 
Development of multifami ly rehab projects 

for low-income residents of Chicago wil l be 
severe l y curt2tiled if a CDBG- supported mort­
gage bond financing vehicle goes forward 
this summer as planned by the c i ty. 

A CRN ana l ysis of the new "comp rehens i ve 
housing finance strategy" a l so indicates a 
~ecided shift from low-income to middle-in­
come homeowners which could fuel disp lace­
m€nt of the pe>or from gentrifying city areas. 

Viewed by many housing activists as acre­
ative response to federa l housing cutbacks 
wher1 first announced 1 as t December, the pro­
gram is now bedng viewed with increasing 
alarm by Chicago's neighbo r hood housing de­
velopment organizations. 

"We think the mortgage bond proposa 1 is 
only good if it meets the needs of those 
fam i 1 i es who need it most, 11 according to a. 
recently issued poli cy statement by CRN's 
Board of Directors. Reflecting on prev ious 
bond issues by the city under the Bilandic 
administration, the statement cont i nues : 
"Another mort9age bond program for midd l e ­
income people would be worse than no program 
at all. 11 

DEPARTMENT OF HOUSING OBJECT IVES 

As disclose!d through public meetings and 
private conversations over the past six 
months, Chicas1o's Department of Housing(DOH) 
will coordinate the financi ng program "which 
will include deferred payment and inte rest­
free loans for persons who are unab le to as­
sume additionail debt , 11 accord i ng to DOH Com­
missioner Gilbe r t J. Cataldo in his depart­
ment ' s latest HOUS ING REPORT. 

Al so r ece iving increased attention is "the 
creation of a not-for-prof i t a rm of DOH which 
can participate directly in the development 
of housing and the use of municipal pens ion 
f unds to provide low- inte r est mortgages," 
acco rding to Cataldo's statement. 

MORTGAGE BOND FUND ING DETAI LS 

The city has al ready reta ined bond counsel 
and is cu r rently unde rwri ting a three- part 
bond issue. 

The f i rst i ssuance of $25 mill ion woul d be 
for home remode 1 i ng 1 oans and wou 1 d ut i 1 i ze 
some $5 mil l ion in CDBG funds for interest­
rate write downs. The loans wou l d be made 
for a term of up to 12 years with a cap of 
$15,000 per unit. Applicants wou ld have to 
be owner-occupants. 

It is antic i pated by DOH that some 3000 
loans could be made over the next year with 
these resources. At least 40% of the bond 
proceeds wou ld be targeted to spec i fic 
neighborhood strategy areas with sign i ficant 
low- i ncome populations. Ser viced through 
pri vate financial inst i tut ions , these re ­
modeling loans could qual i fy fo1· FHA Ti t l e 
gua rantees. 

The second bond issue would nnirro r previ­
ous city bond prog rams for acq u iisit ion of 

See MORTGAGE BOND on page 4 
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IS THE COFlPORATE SECTOR READY? 

In this issue of t he NETWORK NEWSLETTER, 
we are devoting our editorial space to ex-

' cerpts from a very thought provoking piece 
which appearE~d originally in the December, 
1980 issue of FINANCIER. We found it a 
timely response to the uncertainties nor. ­
profit groupi;; face with future funding. 

Now that 1!:hey have an Administration 
committed to getting Government off their 
backs, laade;r:s of the private sector can 
soon expect the opportunity to do on their 
own what Gov.ernment was making them do, 
particularly in .. . social responsibility, & 
to be marked and graded by the whole soci­
ety on their performance. 

The outco.me of this testing process is 
by no means certain, and if the private 
sector flunks the chance its has so long 
sought, political retribution could be just 
as sweeping as the endorsement of greater 
corporate freedom expressed so convincingly 
in the Reagan landslide ... (The electorate) 
voted for th!e change in direction in the 
belief that corporations and communities 
could tend t:o their own affairs better. 

None shou1ld misread that message. It;. is 
not a license to relax, but a command to 
perform! 

The FINANCIER editorial goes on to cor 
roborate it~; thesis with comments by the 
chairman of Aetna ~nd former chairman of 

EDITORIAL 

Time,Inc . It then picks up on a speech by 
Kenneth N. Dayton , chairman of Dayton-Hudson 
Inc . ,as follows: 

"Business must be pushed to take steps 
no ·.' to redeem itself in the public's eyes . 
Business must be encouraged to quit blaming 
others for its low public ratings and meet 
the public's criticism head-on." 

For "the business of business really is 
serving society. " He specified: "Profit 
is the means and the measure of that ser­
vice, but is not the end . " 

He called u .S. corporations: "an under­
tapped goldmine for the (Non-profit) Sector . 
Compared to its potential , the! corporate 
giving record is, I'm afraid, abysmal . Des­
pite the fa c t that 5% of preta'.x income is 
allowed by law as a tax deduct:ion, the na­
tion-'11 average is below 1%. " 

Mi-. Dayton concluded: Businiess falls so 
short of its potential for philanthropy, 
i:~c rcased corporate philanthropy ought to 
be made a top priority . " 

The course of action is pla1in: The 
l eaders of the private sector,. who can im­
part so much force and direction to the 
vital (Non-profit) Sector, mu.st not only 
maintain existing levels of corporate 
public involvement, but actual'. ly respond 
a f fi r mati vely, on their own ti:.?rms, to the 
lifting of Government pressuri:.i, by 
increasing that activity . 
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REPORT CITES LARGE RENTAL HOUSINfG LOSS 
The Metropol itan Housing and Planning 

Counc i l in i ts recent rel eased study 
pointed to a substantial loss of rental 
housing in Chicago in the decade between 
1970-1980. The 48- page report entitled 
Housina Cnicaao and the Reaion is main­

ly a descripti~e analys i s o~ changing 
trends, patterns and composition of hous­
ing stock in Chicago and the Northeast 
regions. 

The MHPC used 1970 and 1975 basel ine 
census data and data obtained from the 
Northeastern Ill inois Planning Commis­
s ion . It h i ghlighted the factors of new 
construction and demolition patterns as 
central to changing the cha racter of 
housing in many Chicago neighborhoods. 
The report noted that although the cen­
tral city has lost populat ion , a number 
of factor~ have contributed to and in­
creased demand for housing units to ac­
commodate the growing trend towa rd 
smaller size househo lds. 

Interes tingly, the MHPC analysis of 
:onstruction, demolition and vacancy 
trends highlighted the large loss of 2-4 
flat and walk-up apartments along with 
the tremendous decline in large unit 
(10- 49) buildings during the decade. 
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Noting that 74% of all apartme~nts and a 
substantial proportion of buildings con­
taining 10-49 un its were traditionally 
occupied by renter households, the report 
suggested that the gravity of the multi­
family ren tal housing problem could best 
be assessed on a neighborhood-by- neighbor­
hood bases . 

For example , the city had a net loss of 
over 21,000 un i ts i n 2-4 flat bu il dings 
while it gained some 9,000 units in 8-p lus 
unit structures, these units were mainly 
concentrated in high-rise structures on 
the northside lakefront. This area had 
the highest concentration and percentage 
of condo-conversions . Condos have 
wrecked hardsh ip on preexisting tenants 
in these areas while contribut ing to a 
growing displacement prob lem in Chicago. 

The MHPC study indicated that the 
ne ighborhoods experiencing the greatest 
rates and amounts of new cons1t r uction 
(outside the Loop's 137% inc rease} over 
the decade were mainly located on the 
north lakefront. On the other hand, most 
of the ne ighborhoods with the least amount 
of new construct ion an~ the highest le­
vels of demolit ion were on the south and 
west sides of the city . 

The near North, Lincoln Pa~k, Uptown 
and Lakeview areas all had above 2700 
new un i ts constructed . The leading neigh­
borhoods i n demolished uni ts were North 
Lawndale, Woodlawn, Near West Side, West­
town , Eng lewood, Grant Blvd . •=rnd East Gar­
f ield Park. All these areas had between 
5400 and 3300 units lost . 

During the decade of the ]O's the 
total numbe r of rental un its decreased by 
73,000 (to 667,000) . Impl ic it in the 
report (though not expl lcated s t atisti­
ca ll y) is the acknowledQement of an 
increasing demand for rental housing 
for low-income people . 

Although the report i s timely, useful 
and instruct ive , it falls short of a com­
prehens Ive hous ing needs asse·ssment . 
The study comes out at a time when pri­
vate ma r ket constraints a nd public sub­
s idy retrenchment have forced us to re­
assess the hous ing situation, especially 
fo r low-and moderate-income fami l ies 
and househo lds in Ch icago. 
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MJRTG\GE BOND Cont i nued f rom page 1 

s ingle-family homes except that this round 
would be limit ed to first-time homebuyers 
and would allow wrap-around financing to 
permit some financing of rehab work as well. 
This issuance wou ld total $50 mill ion com­
b ined with some $6 mi 11 ion in CDBG funds 
for deferred, no- interest loans. The same 
targeting goals by areas would apply, but 
income restrictions for either issuanc 0 
are still unc~ear at this writing. 

The third phase of bond financing, de­
signed for mu l ti-family and/or new con­
struction loans, would total $15-25 mill ion. 
Recently issued Treasury Department regu­
lations governing mortgage revenue bonds 
have put restrictions on this type of 
financing which is causing the city to hold 
off underwriting such an issue at this time. 
The restrictions pertain to some forms of 
owner- occupied buildings (e.g. cooperatives) 
and non-Section 8 multifamily buildings. 
Until pending legislati on altering these 
restrictions is passed by Congress, this 
third phase in on the back burner. 

Disposition of the cu rrent application 
backlog for previous CDBG supported rehab 
grant programs (e.g. Chicago Financial As­
sistance Program to Property Owners-CFAP) 
would be determined by lottery as the new 
bond prog ram is put into place. 

A CHICAGO HOUSING FINANCE AUTHORITY 

As origina l ly conceived by the city's 
consu l ting "firm (Caine, Midgl ey, et.al.), 
the success of the program would be depen­
dent on DOH's ability to improve the ef­
fic iency of 1oan processing, particularly 
if private f"inancial institutions are to 
be brought more into the servicing process. 

One method proposed to deal with this 
historical problem, besides hiring new city 
staff, was tc::> establish a new housing fi­
nance authori ty. This ent ity would also 
serve to act as a pass-thru of city-owned 
vacant land, HUD abandoned homes, and other 
properties to neighborhood groups and pri­
vate developers . A city ordainance is now 
being pr epared to establish this entity. 

Although the finance authority could 
theorectica ll y make it easier for neighbor­
hood groups to obtain properties suitable 
for deve lopment, as well as a more direct 
l ine of bond or pension fund financing 
(when and if th i s becomes available), lack 
of spec i fic details or i nvolvement by such 
groups in its planning has raised some 
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concer ns. Chief amongst these is the ex­
tent to which the finance authority will 
enhance rather than usurr the housing work 
of neighborhood development entit ies. 

REACTION TO FINANCING PROGRAM STRATEGY 

Previous mortgage revenue bond issues 
under the Bilandic administration were 
viewed by many neighborhood housing de­
velopment organizations (NHDOs) as having a 
negative impact on their respective communi­
t ies as a result of havin~ below-market 
financing flooding an already gentrifying 
market-place without restriction. 

In fact the Byrne administration itself 
made a comm itment to these groups and other 
low-income housing developers in July, 1979 
when it sponsored a City Council resolution 
call ino for future bond issues to be desiqned 
for rehab and new construction projects 
more targe t ed to benefit low and moderate 
income families. 

Despite uncertainties over the bond mar ­
ket, the city's credit rating, and the new 
federal regs, this new comprehensive financ ­
ing vehicle seems ready to proceed by sum­
mer's end. NHDOs are conce rned that the 
relative lack of specific details as to the 
financing program's overall coordination 
will leave them hard-pressed to transition 
from existing CDBG supported development 
programs into the new game plan. 

More importantly, NHDO s are not convinced 
the program will indeed he ~ p those who are 
most in need of housing assistance in what­
ever form;nor are they satasfied that the 
clear potentia l for disp lacement of existing 
residents through gentrification caused by 
cheap financ ing in today's high interest­
rate market has been eliminated. 

ANALYSIS OF TYPICAL LOAN REQUIREMENTS 

Let's take a look at who may benefit 
from this program from a dollars and cents 
approach. Though market conditions at time 
of bond sale will determine actual rates, 
assume for discussion purposes that a phase 
two loan would carry an 11t% rate for a term 
of 29 years. On a $50,000 acqui s ition l oan, 
a fami l y al locating 30% of their income to 
cover housing expense (debt service, taxes, 
ut ili ties, etc.) would need to earn $27,000 
annually to support a bond-rate mortgage. 
I f the family qualified for a partial de­
ferred loan of say $15,000, the new mort­
gage amount of $35,000 would require an 
annual income of almost $20,000. 

Continued on page 5 
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M:>RTGAGE BOND 
Continued from page 4 

If a family desiring to buy a new home 
lived in an area where only $25,000 was 
needed for a 90% fi nancing package, an 11 ~% 
29 year mortgage would require an income 
of $15,000 again assuming 30% of income to 
meet housing cos ts. 

Based on this analysis, the acquisition 
financing available under this program seems 
usua b l e by moderate to middle income house­
holds, but out-of-reach to most lowe r-income 
families. It appears as if such families 
would better served by phase one of the bond 
prog ram which i s more heavily subsidized by 
CDBG funds, but only because the loan am­
mounts have a cap of $15,000 pe r unit . 

qeyond these cold economic facts, NHDOs 
are also unce rta in whether the 40 % t arge t­
ing feature of the financing strategy will 
indeed pr event gent rifica t ion. Financial 
institutions who part ici pate in the program 
wil I be required to sign commitment letters 
accompanied with a 1% fee (payable to the 
tity) of the total loan amount r equested 
for their inst itution. Wh i l e this require ­
m~nt is designed to guarantee compliance 
with the targeting and other provisions of 
the program, what guara ntee is there reall y 
that low and moderate i ncome r es idents of 
those ta rgeted areas will be the benefi ­
ciaries of these loans? 

DOH Com­
mi ss i oner 
Gilbert 
Cataldo 
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CONCLUS ION/COMMENTARY 

One answer to these concerns, which 
speak to the heart of the displacement 
problem facing many low-income famili es 
in Network member communities, is the role 
the city's housing finance authority may 
play in directly assisting neighborhood 
non- profits. NHDOs have been rece ivi ng 
many assurances over the past few months 
that there wi 11 be a continuing role for 
them to play with the city's new program 
and that the new finance authority wi 11 be 
the veh icl e which will make this possible . 

NHDOs wou ld welcome such c ity partici­
pat ion which bui Ids on current ini t iatives 
in the development arena by neighbo rhood­
based developers, which allows continued 
development of multi-famil y rehab projects, 
which permits 1 imit cd equ ity cooperat ives, 
that serves as a rece i ver or pass-Lh ru of 
properties to NHDOs and which act~ so lely 
to facil itatc commun ity initi a l ed and con ­
trol led housing projects . 

The membe rship of the Ch i caqo Rehab Ne t­
work is encou raged by the Department of 
Housing's Implicit response to Reaganomics 
in an e ra of diminished pub li c resources. 
Our questioning of certain aspects of the 
proposed bond program and the new f inance 
agency are only to insure that those fami-
1 i es v1ho are most affected by the low-income 
housing gap have an opportun it y to part i c i­
pate in this multi-tiered approach to hous­
ing finance. To date our i nput has not been 
sought in any meaning ful way . Given the 
co ll ect ive expe rience of Network member 
organizations, we r epresent a unique re­
source to DOH and look forward to wo rki ng 
with the department as the program is Fina­
lized during these hazy days of summer. 

--Thom Clark 

...................................... 

Development 
VVithout Displarement 
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BUDGET CUTS TO CH,~NGE AMERICA 
- -Dick Simpson 

"What's good for the generals - General 
Motors, General Electric, and the Pen­
tagon Genera 1 s - is good for the U.S. A." 

Under this philosophy, Reagan's pro­
posed budget and tax cuts seek to re­
structure American society and fundamen­
tally change Ame r ican government. Rea­
gan c lai ms hi s budget and tax cuts are 
needed to fight inflation, to end waste 
in government, and to ease the tax bur­
den on a 11 taxpayers . But if these 
proposals were meant to fight inflation, 
they would not raise mi li tary spending 
39%, and st i lt produce a $45 billion 
deficit If they were meant to fight 
waste, there would have been an equal 
cut from eve ry government program; in­
stead social programs , wasteful or not, 
are to be eliminated or cut drastically. 
The tax burden for a family earning 
$10,000 wi 11 be 11eased11 by on ly $50-100, 
wh il e those earning over $100,000 will 
get back more than $5000. In truth, 
a ll Americans earning mo re than $5000 
pay an average of 26% of their income 
in taxes. The rich already get a big 
break; Reagan cuts would make it bigger. 

The on ly reasonable conclusion is 
that Reaganomics is a political program, 
not an economic one. It elim i nates 
hated socia l programs wi t h thei r non­
conservative, non- Replublican clients . 
It increases defense spending i n the 
federal budget by 25-33% by eliminating 
programs like Legal Ass istance, VISTA, 
Community Services Administration, and 
the Neighborhood Self-He lp Program. It 
cuts food for the hungry, medicine for 
t he elderly, aid for the handicapped, 
job training for the unemployed, and 
jobs for CETA workers. 

But Reaganomics harms the middle 
c l ass as we ll . If these cuts in federal 
a id are not replaced, then bas ic ser­
vi ces such as garbage col lection, the 
911 emergency number, and health ser­
vices wou l d be severe ly rest ri cted. The 
Ci ty of Chicago will lose more than $100 
million in federa l funds, which could 
only realistically be raised locally by 
increasing the property tax by 30%. 
Losses to schools, counties, cuts and 
prope rty tax increases. The middle 
class and the poor wil l lose in other 
ways too numerous to list here. Over-
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a ll, the effect of e liminating access 
of the poor to lega l assistance, food, 
welfare, and the e li mination of paid 
staff for volunteer agencies will in­
evitab ly increase social unrest in ways 
that wil 1 harm the midd le class as welt 
as the p·oor . 

Reaganomics proposes more subtle 
changes such as the new disease, Block 
Grantitis. Funds for social services 
would be cut 33% and combined into a 
general block grant from which senior 
citizen food programs, child welfare, 
deve lopmentally disabled programs and 
al l formi:lr commun ity servicns must be 
provided . Block grantitis is also pro­
posed for health, energy, and emergency 
ass i stance. Programs wi thout a highly 
deve loped pol i tical constituency will 
lose out as desperate people fight for 
a great ly shrunken pie. 

In fact, it is the changing of Ameri­
can society without debate that is the 
most disturbing aspect of Reaganomics . 
For instance , the cuts in research fund­
ing and student aid comb ined will close 
<.ver 500 smal 1 1 iberal arts colleges. 
Public universit ies will increase their 
tuition, restricting a college educa­
tion to the rich and the poor who can 
sti l l get grants. Yet , no one has de­
bated the merit of ending liberal arts 
educatioru or creating a c lass bas i s to 
higher education. Eliminating federal 
job tra ining ends the government's rol e 
as employer of last resort: a policy 
adopted not by debate on its merits, 
but as a consequence of budget cuts. 

Continued on next page 
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BUDGET CUTS 
Continued from page 6 

The alternative to Reaganomics i s 
not traditiona l I iberali sm . A new poli­
t ica l program supported by a new politi­
ca l movement is required. I-CARE is 
spearheading the figh t in Illi nois by 
attempting to block as many of the cuts 
as possibl e by forcing legis lators to 
meet face-to-face with their consituents. 
A new political program will then have 
to be deve loped based on a noninterven ­
tionist foreign po licy, pa rti cipatory 
democracy, a lte rnative technology, 
energy conservation, and full employ­
ment. Before that can occur, a clear 
analysis of Reaganomi cs and its alter­
natives mus ~ developed. Reaganomics 
is fundamentally a political program 
and it will have to be met by po liti cal 
opposition. The battle wi ll not be 
over until new governments are elected 
by new political movements. 

* * * * 
Dick Simpson is currently the chair 
of the 170 member group Illinois 
coalition Against Reagan Economics 
(I- CARE) based in Chicago . 
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Or. A Ust or Tltl1111 to Bellen If You WHt to lie Ae­
l'tplt>d hy the (New) Rithl Crowd In Washlaalon. 

Thi: rich are superior 10 other people; otherwise they 
wouldn't be rich. 

People who arc tortured by governments we consider 
friendly should not embarrass us by talking about it. 

Mr . Darwin had a theory, but lhc Bible tells us that the 
first human being on earth was Adam, and he named all the 
animals. 

Guns don't kill people; people kill people. That is why we 
register cars but not guns. 

When a corporation gets a lax cut, it invesrs the money to 
create new jobs; it docs not use it to increase dividends or 
sweeten short-term profits. 

Ev1en though tobacco is a health hazard we should use tax 
dolla1rs to subsidize farmers who arow it. 

Jui:t because World War II made battleshi~ obsolete 
doesn't mean they are obsolete today. 

Re.citing prayers in school turns children into aood 
citizens. 

Open space is wasted sii-ce unless you 're doing somethina 
with it. 

The way to strengthen your own security is to add to the 
insec111rity of your opponent. 

Life be&ins before you arc born and doesn't end when 
you dlie; the Russians don't believe this, which is why they lie 
and cheat. 

A 11uclear war is winnable. 
Sil'l<:c there'll ~ways be plenty of oil, research on solar 

cncra,y and other such schemes is a waste of money and un­
fair to the oiJ companies. 

Defense spendina does not contribute to inflation, 
what1ever the economists say. 

Capital punishment makes murtkrcrs pause and think 
twice before killina their victims. 

U.S. intervention in Vietnam was a noble caiue; Soviet in­
tetvcntion in Afahanistan is naked agression. 

Na1body on welfare wants 10 work. 
Books that arc critical of American society do not belona 

in school libraries. 
Oc1n't knock Calvin Coolidac; we had prosperity when he 

was President. Don't knock Herbert Hoover either; he was. 
a Republican. 

friendly tcnorists arc called freedom fiJhten. 
On ly the unborn have a riaht to life. 
The Equal Riahts Amendment means the e()d ol chivalty. 
People who •et married live happily ever after. 
Ar11 apple a day keeps the doctor away. 
Yo1ur check is in the mail. 

WILLIAM ATI"WOOD 

William Att'ltOOd is fo'1Mt' Pflb/islwr of Newaday •NI 
.,.,..d tlf ll1"btl..aadcr 'llltd6' Ptesidmts K#!Nl«ly aJtd Jo/won. 

Reprinted r ·rom The Nation, July 4 , 1981 
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THE HOUSING POLICY NUMBERS GAME 
-- '/' 1m /.f•fl Z 

According to the recently revi sed 
HUD Housing Assistance Plan , 265 , 771 
lower-income rental households in 
Chicago require hous ing assistance . 
The same document projects that 10, 700 
Section 8, Public Housing , and Section 
202 units will be comp leted by the end 
of the three-yea r plann ing cycle in 
1982, Thus , roughly four percent of 
those requiring hous inq assistance will 
get it. 

That fede ral hous ing subsidy 
programs have no come close to meeting 
the needs of low-income persons in 
Chicago is hardly news , What is sur­
pr ising is the controversy that locating 
those few uniL s (or households) has 
caused in severa l Ch i cago convnunities. 

Uptown is a prime example. Concern 
about the "overconcentration" of sub­
sidized housing in the neighborhood has 
prompted a group of residents to file 
suit in U. S. District Court to stop 
the further development of assisted 
housing in Uptown. To the plaintiffs 
in the S.U.N. (Save Uptown ' s Neighbor­
hoods) su it, subs idized housing (and 
the persons who live in it) are a bur­
den to be shared equally by all Chicago 
neighborhoods, Frequently cited i s the 
statistic that UptONn has the second 
highest numbe r of s ubsidized housing 
units of any community in Chicago. 

Two positions on additiona l sub­
sidized housing in Uptown have become 
discernable. One side argues that sub­
sid i zed housing i s a sma ll, but impor­
tant attempt to provide lowe r - income 
residents with qual i ty housing they 
can afford. 

The othe r side charges that subsi ­
dized housing is being unfairly con­
centrated in Uptown, and that such con­
centration wi ll consequently "tip" the 
neighborhood economically and racially, 
making Uptown a "ohetto. 11 

Which s ide you are on dete rmines 
pretty much how you read the statistics . 
The source for much of the numerical 
debate has been a study published by 
Dr. Elizabeth Warren of Loyola University 
entitled Subsidized Housing In Chicago. 
This book has been required reading for 
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commun i ty .:ictiv l s ts in Uptown since it 
was published in the summer of 1980. 
More recent ly, the Metropolitan Housing 
and Planning Council (MHPC) used Warren ' s 
data to make its own assessment of subs i­
d:zed housing policy in its Housing 
Chicago and the Region. 

Opponents of more assisted housing in 
Uptown point to Warren ' s tabulat ion of 
subsidized housing units by convnunity 
area to back up their content ion that 
Uptown has. mo re than its "fair share. " 
As was previously ment ioned, Uptown does 
have the ~econd hig~est tall y of sub­
sid ized units in the city , some 7, 821 
of the 73~694 Warren i dent ifi ed in 
Chicago. Thus, continues the argu-
ment, Uptown has 10.6% of all the assist ­
ed housing in the c ity while many neigh­
borhoods on the southwest and northwest 
s ides have littl e or none. 

Some community groups in Uptown we re 
not convinced that a gross tabulation 
of subsidized units told the whole story. 
In November of 1980 , the Organization 
of the North East (ONE) released its own 
analys is of the data in a report en­
tit led Subsidized HousinT ..!!!. North East 
Chicago : .~Closer Look. he report re­
jected the notion that a mere addition 
of subsidized units by corrvnun i ty proved 
that the area was be !ng "g l utted" with 
low- incomie fa ml 1 ies wher1 : 

1 . The total number of housing 
units in the community area 
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NUMBERS AND PUBLIC POLICIES 
Continued from page 8 

was not c0nsider ed; and 

2. The diffe rent populations 
that use the va r ious subsidy 
programs were not taken into 
account. 

Fo r example , subs idized apartments 
of al l kinds make up 11 % of the housing 
stock in Uptown , according to .E. By 
contrast , the MHPC study estimated that 
over 14% of Uptown ' s hous ing units we re 
condomin iums in 1980. In addition, 39% 
of the subsidized units in Uptown are 
occupi ed by the elderly and 45% of the 
units a re rented to moderate-income 
tenants under the Section 236 and 
221(d)3 programs (see chart). 1099 units 
in Uptown ar~ reser ved exc lus ively for 
low- income fam i l ies under the Section 
8 and Chicago Housing Authority public 
hous ing programs. Thus a whopping 1.8% 
of the housing in Uptown is subs idized 
for those fam i lies with the lowest in­
comes! 

The Housing Chicago and the Reg ion 
study argues the subs idized hous ing 
issue from both s ides. It concludes 
that subs idized housing is heavily con­
centrated, again citing Warren, and notes 
that "just 11 community areas account 
for over 80% of all public housing in the 
city and 43 community areas do not have 
a single unit. 11 (p. 32) But the MHPC 
report improves on Warren's data by fact­
oring in the hous ing stock of the com­
munity areas and differentiating be­
tween the various subsidy programs . The 
alleged heavy concentration of subs idized 
housing along the northern lakefront 
from Rogers Park to Lincoln Park con-
sti tutcs not more than 9% of tl:e ava ila­
ble hous ing stoek, or 6% if subsidized 
family un its are considered. (Append ix F) 
The report cone 1 udes that 11 the use of 
the federal Sect ion 8 program in the last 
six years has begun to aid in dispers ing 
subs idized housing throughout the city" 
(o. 36). 

Publ le housing polic ies in the 
50s and 60s created huge "projects" 
on the south and west sides which have 
been just ly criticized. The l andma r k 
Gautreaux case cha l lenged those pol icies 
and resu l ted in initiatives to locate 
pub l ic housing in other parts of the 
city. 
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But while statistics do i llustrate 
this historic concent ration of low­
income family public housing on the 
south and west sides , they a re less 
helpfu l, and often misleading, when 
app li ed to "revitalizing" areas of the 
c i ty . The data ignore the housing needs 
of low-income fam i lies res id ing in areas 
of the city li ke Uptown that are exper­
iencing substan tial pr ivate sector r e­
investment. As the private market 
prices rental housing out of the reach 
of low-income families in those areas, 
subsidized housing is one of the few 
alternatives open to low- Income 
residents who wish to remain in their 
ne ighborhoods. 

Apparently, the proposed Gautreaux 
consent decree, which will help deter ­
mine the s iti ng of future ass i sted 
hous ing in Chicago, i s sens i t ive to the 
particular needs of "revitalizing" com­
munit ies li ke Uptown . Similarl y , Housing 
Chicago and th!:_ Region concludes its 
ana lys i s with the suggestion that: 

The pa rticular ex ist ing prob lems 
and chara cter istics of an area 
must be assessed together with the 
future trends most 1 ikely to occur . 
Then housing programs shou ld be 
ta il ored to that speci fic neighborhood 
situat ion. 

· For Uptown and the rest of Chicago , that 
migh t mean less concer n about "g lu ts" of 
low- income hous ing and more resolve to 
meet the housing needs of the community ' s 
low-income residents. 
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MEETING THE HOUSING C:RISIS HEAD ON: 
CUSHING DOLBEARE'S VISIT 

Cushing Dolbeare, president of the 
Washington D.C . based Nat ional Low-Income 
Housing Coalition (NL IHC) visited Chicago 
on May (22). lncludeQ on her iternery 
was the Illinois Coalit ion Against Reagan 
Economics (I-CARE), The ' rogram for Neigh­
borhood and Community Improvement at the 
University of Illinois Chicago Circle, 
and the Housing Agenda. Ms. Do lbeare a 
long-time educator, organizer and housing 
activist also talked with members of the 
board and sta ff of CRN during her day-long 
visit. 

Among the highlights of her presenta­
tion was an assessment of national hous­
ing policy and housing development trends. 
While acknowledging that the cu rrent low­
income housing c r isis is likely to be 
accelerated by the budget cuts proposed 
by the Reagan administration, she empha­
sized the finding of most r ecent demo­
graphic data that though low-income 
families were in se rious need of housing-­
the situation was increasingly distress­
ful for senior citizens. The situat ion 
is not l ikely to get bette r given the 
fact that the median age of the U.S. popu­
lation is ove r 30 years . 

Dolbeare noted a sharp decline i n the 
production of rental housing during the 
1970's because of the withd rawal of the 
private sector from the rental housing 
market. This decl i ne in rental housing 
product ion is also rela ted to the upsurge 
in condo conversions, (especial l y over the 
past 5 years). This development has cut 
sharply Into the availabi lity of renta l 
units and artificially increased the de­
mand and the cost of rental units relative 
to owner-occup ied units. 

Dolbeare indicated that in 1970, 9i 
million families had annua l incomes below 
$5,000 and the re were slightly less num­
ber of units available at that time. 
Desp i te the addit ion of assisted housing 
units over the past decade, there are 4 
to 5 milli on households with income less 
than $5,000. But there are only 2 mi llion 
units priced wi thin their ability to pay. 

Dolbeare unde rscored t he position taken 
by CRN in its recent DWD-11 policy state­
ment "Closing the Low-Income Housing Gap 
in Chicago", that there "is no way that 
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we can tinker wi th the housing system 
(providing coops, NHDO efforts) to provide 
for this large popu lation of fam il ies 
needing affordable housing." 

On Reaganomics 

Dolbeare suggested that the Reagan 
administration' s polic ies and legisla­
tive proposa ls amount to nothing less 
than a 111reverse11 revolut ion. It was de­
scribed as "peaceful, legislative , and 
dealing with whole areas of domestic pro­
grams where budget cuts are on ly the 
first step". She observed that P.eaQan 1 s 
proposals have the declared intent of 
turning these programs over to state 
and local government and getting the 
federal government out of the housing 
(and other social service programs) busi­
ness and to complete ly undo the welfare 
state system built up since the 1930's. 
Finally, she noted the irony that defense 
;1pp ropriations "a re going up and less and 
less money is available for social pro­
grams.11 

The Basic Housing Concern 

Dolbeare, a veteran activist on the 
housing f ront, emphasized that of the 
four concerns to low-income housin9 in­
te rests across the natioQ--absolute amount 
of physical stock, housing quality, ac­
cessibility and affordability--afforda­
bility is the major Issue in the 1980's. 
"Too many people spend between 30 and 50% 
of their income on hous ing" , s he con­
tended. 

National ly, (and Chicago is no excep­
tion) the number of units to house peo­
ple are there. Moreover, the greatest 
gains in the housing arena over the past 
two decades have been in improving the 
housing stock quali ty. Out of some 80 
mi llion household units only some 3-6 
million can be classified as below stand­
ards. 

Exp loding the Housing Myth 

Dolbeare challenged the view which 
holds that for nearly 40 years, we have 
poured billions into low-income housing 

Continued on pa~e 11 
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SHOWDOWN AT WICKER p,~RK CORRAL 
--Maureen Hellwig 

Wa s it cowboys vs. Indians? Ranchers 
vs. farmers? The North vs. the South? 
No, but the scene at the Wicker Pa r k 
Lutheran Church basement on May 20, 1981, 
had some of the elements of these ear-
1 ier amer i can h i story scenes. There we re 
no white hats and black hats, and no 
blue or gray uniforms to distinquish one 
side from another. Only designer jeans' 
labels. 

What was taking place was a kind of 
showdown between two groups of Wi cke r 
Park residents. One group consists pri­
marily of low-and mode rate income His­
panics, Blacks and White s who tend to be 
long-time res idents of the community. 
Organizat ionally, their cause is cham­
pioned by the Wicker Park Neighborhood 
Counci I (WPNC), established in 1953 . 
The other group can be characterized as 
White, middl e-c lass professionals, most 
of whon have moved into the area in 
the last 5 or 6 years . Many are archi-

MEETING THE HOUSING CRISIS 
Continued from page 10 

and we sti ll do not know how to so l ve 
the housing problem as a myth and poli ­
tically damaging to low-income housing 
interests . 

"In fact, bi 11 ions of dollars have 
gone to the middle-class housing through 
the Ways and Means Committee of Congress 
(rather than HUD), she exclaimed . 

Dolbeare' s analys i s indicates that 
between 1937 and 1979 all housing serviGe 
programs have costed less than the tax­
related compensation last year alone. 
She asserted that "of the $30 billion 
spent on housing last year (money and 
tax transfers) $4.2 billion went to the 
bottom of the income scale ($5,000 or 
less) where only 1 in 8 households re­
ceived assistance". On the other hand, 
$7 .5 billion (26 percent of all alloca­
tions) went to households with $50,000 
or more in ea rned income. The top 2 per­
cent of the Income scale was subs idized 
to the tune of $300 per month while the 
bottom of the income scale received only 
14 percent of social program expendi­
tures or about $132 per month. This re­
presents about 12.5% of the total fami-
1 ies with incomes below $5,000 who 
received any subsidy at all! "Why would 
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tect s , some are realtors and specu lators 
and almo5t all are investors in rehab 
and historic restorati on . They have been 
called "urban p ioneers", coming to re­
claim the older, close-in neighborhoods 
that their parents and grandparents aban­
doned . Organizationally, they are repre­
sented b)I the Old Wicke r Park Committee 
(OWPC). 

The quarrel is over ? new housing 
construction development proposed by 
Bickerdike Redevelopment Corp. {BRC) 
535 N. Ashland. BRC i s a not-for-profit 
housing developer, serving the low-and 
moderate-income residents of the West 
Town community s ince 1967 . 

The p~oposal ca lls for the construc­
tion of 31 units: 19/3 bedroom units 
and 12 with 4 bedrooms. The un i t s are 
to be built on 4 sites in Wicker Park 
along Leavitt and Evergreen Streets. 
This housing represents one of 5 Clusters 
to be built throughout the West Town area. 

any Congressman vote for this kind of 
housing package," she asked. 

The Road ahead unde r Reagan 
In the op inion of Dolbeare, the U.S. 

government has failed to deve lop and im­
plement systematic housing policy. Dol­
beare believes that the current proposals 
for a l ternat i ve urban programs (i.e., 
Housing Block Grant , Hous i ng Allowances, 
Housing Vouchers, Enterprise Zone, Urban 
Development Prog rams, e tc . ) all shou l d be 
assessed from the standpoint of whether 
they can work to reduce the crisis in 
affordab le housing. 

Dolbeare believes that all of these 
strategies must be considered and ana­
lyzed from the standpoint of thei r poten­
tial impacts upon low-income housing. 

The !National Low Income Housing Coa-
1 i tion has been actively involved in 
extending the concept of networking in 
housing policy advocacy to the national 
level. It has provided sol Id assi stance 
in representing the concerns of local 
housing interests and art i culating the 
concerns of low income people for better 
and affordable housing. For more infor­
mation, p lease contact: (NLIHC), 215 
Eighth Street, N.E., Wash. , D.C. 20002 
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SHOWDOWN AT WICKER PARK: THE BATTLE AGAINST DISPLACEMENT 
b y Maureen Hel l wi g 

On May 20, these 2 groups came to­
gether in the pre sence of their alderman 
Terri Gabin ski (32nd) to have a showdown~ 

The first s ign of oppos ition to the 
proposed Secti on 8 housing came in ear­
ly March at a Leavitt Stree t Block Club 
meeting. A newcomer, named Davis Wein-

. berg, who had not attended pre vious 
meetings, came to complain that the pro­
posed housing would bring a dangerous 
increase of low-income familie s to the 
area--rhus increas ing gang activity. 
He cited a fi gure of 4,035 a s the aver­
age income of public housing residents 
in Chicago, eve n though the BRC project 
i s not public housing. He also did not 
po i nt out that more than half of all CHA 
unit s house senior citizens living on 
social security or less. He complained 
that the project wo uld be absentee­
owned and that BRC had no e xperience in 
management. BRC admitted the latter but 
pointed out that there was a rigorous 
evaluation process underway to select 
a quality prope rty management firm for 
t he project. Furthermore , a lthough the 
owner would not be living on the site, 
BRC has its offi ce in We s t Town, no more 
than a 15 minute ride from any s ite. 

Finally, Weinberg claimed the pro­
posed project would ''disrupt the present 
pattern of gradual neighborhood develop­
ment and home improvement by individual 
residents." Many local residents took 
i s sue with this point. What has been 
referred to in the media as "the Wicker 
Park phenomenon" represents anything but 
a gradual change. And when realtors use 
such phrases as: "last great deal on a 
h i storic property in the hottest area in 
town" in their listings one realizes that 
gr adual change is not an accurate descrip­
tion. 

Weinberg put all of his conce rns on 
paper and began circulating a petition 
against the project . Meanwh i le, OWPC 
(Old Wicker Park Committee) invited BRC 
to a meet i ng on March 30. About 150 peo­
ple attended . Most OWPC members seem 
concer ned about the arch i tectural sty l e 
of the buildings. Would they be compa­
tib l e with the area? The density ques­
tion was raised again as well as tenant 
screen i ng. Some of the lower-income 
residents of the community who attended 
the meeting complained about too much 
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Pictured abo ve are some o f the original 
70 sca t ter ed-site, s i ngle family homes 
buil t by Bickerdike Redevelopment Cor­
poration t hrough a f ederally subsi di zed 
f i nancing program. 

concern for bui ldings and not enough con­
cern for peop le hav i ng roofs over their 
heads. OWPC never went on record in 
opposition to the BRC project, a l though 
some of their members continued to pro­
test. 

On the other hand, the Wicker Park 
Neighborhood Council was preparing to 
visit Alderman Gabinski to ask for his 
s upport for the proposed housing. Ga­
binski told WPNC leaders he wa n ted them 
to hold a public meeting on the subject 
so he could hear a l l po ints of view. So, 
the stage was set for May 20. 

BRC came to the meeting prepared to 
present their rev i sed proposal for the 
Wicker Park cluster . The total number 
of units had been reduced f rom 31 to 27, 
at the request of Wicker Park res idents. 
The compos i t i on of the units was a l so 
different. Instead of a l l 3 and 4 bed­
rooms, 3/2 bedrooms, 15/3 bedrooms, and 
6/4 bedrooms. They also out l ined some 
design changes that resulted from com­
munity participation . 

However, fine detai l s were not the 
focus of the meeting . The real issue, 
which had been brewing for somie ti me now, 
boiled over. It was the r ich vs. the 
poor; and the poor were determined to 

Continued on next page 
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SHOWDOWN AT WICKER PARK 
Continued from page 12 

make their case of their right to stay 
in Wicker Park with decent, affordable 
places to live. If the urban pioneers 
squelched this project it would be one 
more nai I in the coffin. They drew on 
their greatest s trength--numbers --and 
packed the church. One spokesperson fo r 
the poor folks said , "let's stop beating· 
around the bush. You talk about archi­
tecture and density , but what you really 
mean is you don't want a bunch of poor 
people--especially Blacks and Hispan­
ics--cluttering up your historic dis­
trict." 

The shouting match and exchange of 
epithets was launched. When the smoke 
cleared, the Alderman rose to speak; 
"I don't see myself in this situation," 
he said. "I don't see myself fighting 
the city administration ove r this. It's 
about 80% approved now. Why shou ld I 
kid you?" 

The pione~rs uncircled their wagons 
(Volvos) and stalked out of the hall . 

Bickerdike board president. Tom 
Brindisi, had this to say about the pro­
ject and the controversy. "Any time a 
developer willingly seeks comment and 
input from the public, that developer is 
vulnerable to a whole spectrum of reac­
tion. However, Bickerdike is a neigh­
borhood-based developer that has always 
sought community input and support. In 
fact, we have received numerous le tters 
endorsing our efforts on th is project. 
Organizations that serve the c l uster 
sites like Caudros Unidos, the organiza­
tion of Palmer Square (tops) , COPA (Com­
munity of People in Action), NWCA (North 
Western-Ca li fornia-Armitage Association) 
along with the Wicker Park Neighborhood 
Council, have all come out in favor. 
Community 21, Span i sh Coalition for Hous­
ing, and Westtown Concerned Citizens 
have backed us. In February, the 500 
delegates to the 19th annual NCO Congress 
passed a resolution in support of this 
housing. Ironically, even HUD reports 
they have not rece ived a sing le complaint 
against this project. They note that 
this is extremely rare in the case of 
Section 8 projects. 

Adding to this, Bob Brehm BRC Execu­
tive Di rector, points out: "We are 
espec ially anxious for the community to 
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accept this project. A commitment to 
build and manage 140 units of rental 
housing is a sizable undertaking for 
Bickerdike. Not many developers have 
bP~n wi lling to bu ild or rehab for large · 
fauri Ii •~s . But our commun ity needs 3 and 
4 bedroom units. The fact that our un i ts 
are being built on scattered, vacant 
sites, makes th i s project unique. If it 
is successfu l, it wi ll s et a precedent 
for wh.at neighorhocd groups have always 
sa id is the way to go." 

"Naturally, many residents wou ld pre­
fe r that we build single family homes for 
sale,": says Brehm. "In fact, we are 
planning to bui ld 24 homes in We sttown 
through the UOAG program. However, the 
cost of build ing such homes has increased 
2i times since we built our l ast round 
of homes in 1972. Although the 235 sub­
s i dized mortgage program we used then ls 
sti 11 around, it is not nearly as gene­
rous. The rea li ty residents have to face 
is that fewer and fewer families can 
afford home ownership. What we are 
shoot i ng for is the poss i bili ty of event­
ua l ly conve r ting our renta l units to a 
tenant cooperative to encour age pride of 
ownership . But it' s too soon to pred ic t 
if and when that can happen.'' 

Meanwhile, BRC, 1 ike many other not­
for-profit developers i s studying the 
impact of the Reagan cuts. One of Rea­
gan's cuts was the Gove rnment National 
Mortgage Assoc . (GNMA) which would have 
given BRC a mortgage at 7i% on the Sec­
t ion 8 project. Now BRC is applying to 
the City for bond funds at around 11 %, 
which would st ill be wel I below conven­
tional rates. 

BRC .Director, Bob Brehm, escorting Sen . Ted 
Kenn1edy thru rehab site last year. 
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GAUTREAUX UPDATE 
--Doug Gi l l s 

The Geautreaux Case has brought a halt 
to the production of public housing in 
C~icago. The latest news is that the 
present provisions of the Judge Crowley 
court decree does not require that suf­
ficient units of housing be built and 
that it ignores the subu rban public hous­
ing issue. Mor eove r, the provisions of 
the decree do not adequately classify 
integrated (general) and "revitalizing" 
areas according to r ecent reports. 

Furthe rmore , the latest complication 
is that the proposed Gautreaux settle­
ment pos~ ibly conf l ict s with schoo l 
desegregation plans under consideration 
by the city. Finally, there may not be 
enough federal money available for long 
term support for assisted apartment 
housing. This is more decisive than the 
insuf ficient number of units allocated 
by the decree settlement in determining 
whethe r or not i n Chicago. 

On June 17, Judge J.P. Crowley U.S. 
District court approved a consent decree 
that made enduring federal subsidies to 
reduce the rental cost of suburban apart-

SHOWDOWN AT WICKER PARK 
Continued from page 13 

In the final analysis, one question 
remains . Can w·e afford not to develop 
low-income housing? Community 21 recent­
ly completed a survey of vacant land in 
its serv ice area. This was part of a 
comprehensive vacant land study under­
taken i n conjunction with the School of 
Urban Sciences at Circle Campus and Mid­
west co1T1T1unity Council. Community 21 
counted over 350 vacant, 25 foot lots 
between North and Kedzie and Ashland and 
the Kennedy. Thi s represents 15% of the 
tax parcels in the area. Community 21 
covers about 20% of the BRC service area . 
A conservative projection would estimate 
the existence of more than 1500 vacant 
lots over the entire area. The replace­
ment of thousan1ds of uni ts of low-income 
housing must be:gin somewhere. The poor 
people of West Town have taken a stand. 
What they are saying is: " This time 'the 
Indians' are us. We won't be moved off 
our l and! 11 
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ments. This action will enable primarily 
low income Black families to reside in 
predominantly white communities. 

There are currently 40,000 past and 
present CHA tenants on current waiting 
l i sts for these type of a partments . 
Under the program, sponsored by the 
Leadershi p Council for Metropolitan 
Open Committees, the eligible family 
pays one-forth of its adjusted income 
and HUD picks up the rest by the Section 
8 subsidies. 

Finally, the recently approved court 
action mandates an acce lerated construc­
tion and rehab i litation program for 
apartments for low-income families 
throughout the metro region. It calls 
for 7,100 rent subsidized units to be 
built primarily outside predominantly 
Black areas of the region. 

The main problem is that there simply 
isn't enough Section 8 money set aside 
to mee t need/demand levels, not with­
standing the issue of transportation and 
availability of jobs in the suburbs. 
Without public policy developed to con­
sider these factors the Gautreaux case 
settlement is likely to result in an ex­
tension of displacement without resolving 
its material basis. 
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MOD SECTION 8: TOWARDS LESS RED TAPE 
--Barbara Beck 

As federal budget cuts reduce low- and 
moderate-income housing subsidies , the Mod­
erate Section 8 program remains, (or the mo-
menL , a relaLively accessible government ini­
tiative which can assist the rehabilitation 
of low-income housing. A case study appro­
ach of a Voice of the People building is 
used in this article to examine the work­
ings of the Moderate Section 8 program in 
Chicago . Voice of the People is a neigh­
borhood housing development corporation 
in the northside Chicago community of 
Uptown. 

The Moderate Section 8 Housing Assist­
ance Paymen1ts Program, admini stered locally 
by the Chicago Housing Authority, received 
its first budget allocation, or Annual 
Contributions Contract, from HUD in August, 
1980. The Fiscal Year (FY) 1979 budget 
allocated 459 units , with subsequent de­
creasing allocations for FY'80 of 227 units 
and 217 units in FY'81. The Moderate 
Section 8 regulations were written t o 
encourage smaller building owners to make 
"moderate" repairs and to rent to low-income 
families . By providing a rent subsidy for 
the units , income is guaranteed for 15 
years , allowing the building owner to repay 
rehab costs and to meet monthly operating 
expenses . 

The Voice of the People became involved 
in the Moderate Section 8 program as part 
of the rehab financing for its 4861 N. Ken­
more building. This project is atypical of 
the Mod Sec . 8 programbecause of the sub­

stantial rehab planned and its funding from 
the near-extinct Multi-Unit Grant program 
of the City of Chicago . However, a similar 
planning and development process (site con­
trol , architectural drawings, rehab specs, 
financial analysis , management plans) would 
need to be undertaken regardless of the exten 
of rehab or funding source . 

The Voice purchased the 4861 N. Kenmore 
building in September 1980 with funds from 
a HUD Neighborhood Self-Help Development 
Grant. Built in 1901, the vacant brick 
building had been converted to 14 units 
and had serious fire and water damage . 
Although these conditions lent to a rela­
tively low purchase price, the substantial 
rehab and deconversion of the property is 
estimated at $167,000. The Voice 's rehab 
plans are to deconvert the building to 
six family units, five of which will have 
seven rooms (four bedrooms), and one which 
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Exteri~r wcirk has already begun on the 
Voice's Mod/Sec .B project at 4861 N.Kenmore. 

will have six rooms (three bedrooms). To 
support such a rehab cost for low-income 
housing, it became necessary to package 
several financing sources together: a rent 
subsidy and a rehab subsidy. 

The Voice received a commitment fo r a 
Communi ty Development Block Grant (CDBG) 
Neighborhood Rehab Services grant from the 
City of Chicago which provided part of the 
rehab monies needed. This grant , for 
neighborhood not-for-profits, provides 
monies for supervisors and some rehab mat­
erials, and is coordinated wit:h CETA for 
construction training. 

Since this grant started in fall, 
1980 , it was important that the other fund­
ing sources be accessible within a short 
time period . For this reason , the CHA 
Moderate Section 8 program was considered, 
since unlike the HUD Substant ial Section 8 
program, applications could be submitted 
at any time and processing could be effi­
~iently done within several weeks. How­
ever, since the Moderate Section 8 rents 
are lower than those available with the 
Substantial Section 8 program, additional 
funds from the Multi-Unit Grant program 
were needed to complete the e.xtensive rehab. 

The final development package for this 
building included five different components : 
the CDBG Neighborhood Rehab Services Grant, 
the Multi-Unit Grant program supplemented 

Continued' on next page 

15 



MOD SECTION 8 PACKAGING 
Cont inued from page 15 

by a const ruction interim loan from Contin­
ental Bank, an end loan/mortgage from Harris 
Bank , and a CHA Moderate Section 8 Housing 
Assistance Payments Contract . By putting 
these public and private financing sources 
toge t her. the Voice will rehabilitate the 
Kenmore property and provide housing 
for six low-income families. Construction 
on these six units is planned to be completed 
by l a te fall, 1981 . 

Packaging the Rehab Funds 

There are sev•eral basic steps for plan­
ning a rehab project which most financing 
sources require. The owner will need to 
show: 
1. Evidence of s .i.te control. This could be 
an option , letter of intent or contract 
purchase with a plan to be sole title-holder 
upon receipt of funding . The application ' s 
processing may be delayed if there are ser­
ious or complicated title questions . 

2 . Rehabilitation Plan . Write-up of planned 
rehab work, cost estimate , and previous ex­
perience of general contractor . To qualify 
for the Mod Section 8 program, each unit must 
have a minimum of $1,000 in improvements. If 
$1,000 of imprOV(?ments is not needed in each 
unit, those units may still qualify if rehab 
of the common an!as is needed . 

3 . Proposed method of financing . The 
owner should have as clear and definite 
plan for financing as soon as poss.ible 
Financing co11nnit1ment letters are best . 
CHA has encouraged applicants to work with 
the Dept . of Housing for rehab funds , part­
icularly the Multi-Unit Grant program . 
However , since the Dept . of Housing has 
dwindling rehab funds , owners will need to 
depend more on private financi ng, sweat 
equity , the few remaining financing pro­
grams , and less extensive rehab . 

Sources of rehab financing, aside from 
bank loans , are the Co:::uitunity Investment 
Corporation ' s Home Improvement Loan program, 
or Title I FHA loans for owner-occupied 
dwellings. The Uept . of Housing is planning 
to establish a mortgage bond program (the 
Chicago Housing Finance Program), which 
would provide housing acquisition and rehab 
financing at lower-than-market interest 
rates . Since an important factor in low­
income housing development is to guarantee 
an adequate source of rental income , it 
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may be useful to remember that the Mod 
Section 8 Housing Assistance Payments (HAP) 
Contract can be pledged to a financial 
institution as security fo r a loan . Fur­
thermore, when there is a vacancy, the 

It 1 It f owner is entitled to a vacancy oss o 
80% of the total unit rent. for up t o 30 
days. There is also a "security deposit 
provision" which may cover r ent left unpaid 
by a tenant and damages to the unit. This 
helps to ensure a financially smoot h tran­
sition between tenants. (This is similar 
to the Substantial Section 8 HAP Contract . ) 
4 . Management Plan . The owner must pro­
vide information on the manager ' s previous 
experience . how the project will be managed 
and maintained. and what type of lease will 
be used. The owner also must provide a 
relocation plan for tenant s and projected 
operating expenses. 
S. Architectural Drawings . Floor plans are 
usually requested in funding appl ications . 
and more detailed drawings may be needed 
for obtaining the building permit. if 
structural changes are planned . 

The Chicago Housing Authority r eviews 
the appl ication ' s projected operating 
expenses and debt service to determine the 
levels of r ent. CHA depends on the rehab 
financing agency/bank to review and approve 
the rehab plans. and to complete all required 
inspections of the rehab work. 

Application assistance in putting to­
gether an application can be obtained ei ther 
from the Chicago Rehab Network or the Dept . 
of Hous i ng ' s Office of Neighborhood Techni­
cal Assistance . 

Continued on next page 
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MOD SE CTI ON 8 
~lan:i ~ement 

As rehab is completed , and .the building 
passes the re•quired inspections , CHA will 
refer e ligible applicants* from the top of 
t he CHA waiting list to fill any (and all 
subsequent) vacant units. Each month the 
tenanL pays 25% of his/her income to the 

..owner , and CllA sends a check to the owner 
for the balance of the r ent. Ini t ial 
paperwork for the lease is minimal, and 
monthly vouchers are not required from the 
owner . Fifty percent of the vacant units 
will be filled by CHA waiting lis t appli­
cants who live in the same zipcode in 
which the project is located . If the 
building is occupied, eligible residents 
fill out Section 8 applications and will 
not be displaced. Units which have r esi­
dents who are not eligible because of 
income will not receive a subsidy. Although 
the owner may know of several qualifying 
families, all vacancies must be referred 
from CRA's waiting list. This policy has 
provoked criticism of the Mod program, as 
it does not allow the owner much flexibi­
lity in tenant selection. 

Rental income can be increased each 
year to keep pace with increasing utilities, 
taxes, insurance, and maintenance costs. 
Upon the owner's request, the Annual Adjust­
ment Rat~ calculation is applied, which 
increases the rent by a set percentage of 
the initially determined "base rent" . If 
additional rent increases are needed, CHA. 
has to request an exception from HUD. 

Pros and Cons 

for a three- bedroom (after electric utility 
allowance) the r e may not be adequa te funds , 
after debt service , taxes, and operating 
expenses for the rehab that may be needed . 
CHA r ecognizes this problem, and until 
recently , tri ed to coordinate Mod Section 8 
projects with the Multi-Unit grants . 

Timing is very important in the process 
o[ ob t aining Mod SecLion 8 approval. The 
more complete the applicant ' s development 
plan is (site control , bank or financial 
commi ments, rehab plans , a rchitectural 
drawinp ;), the more efficiently and quick] y 
CHA will process the applica tion. Of course 
there is a certain degree of risk in ob­
taining site control and architec tural 
drawings before firm f inancing; each 
owner will have to decide how much risk t o 
take . If most of the components of the 
project are in place , CHA can be very coop­
erative in streamlining its approval pro­
cess (as short as 3 or 4 weeks). On the 
other hand, i f the applicant is waiting fo r 
funding commitments from several different 
sources , or if assistance is needed in 
developing the finance plan, CRA 's process­
ing will be lengthier . 

Unlike several City of Chicago housing 
programs, there is no formal Task Force 
Inspection required before Mod Section 8 
approval . For this reason, an owner can 
apply without fearing pages of minor code 
violations and a housing court case. 

The owner also must be cognizant of 
potential cash-flow problems during rehab. 
Inspectors usually approve payouts based 
strictly on their estimation of the work 
completed. For instance , the general 

Like any public or private funding source , contractor cannot be paid for the purchase 
the Mod Section 8 program presents certain of wood for cabinets until the cabinets 
advantages an.d disadvantages to the owner are made and installed. There is usually 
and tenants of an assisted building. no advance of funds granted , so the owner 

One of the main criticisms of the pro- or general contractor must have a good line 
gram is that the Mod Section 8 rents will of credi t or other cash-flow ability . 
not support even a "moderate" rehab , given 
today's high interest rates. Although 
Mod rents may be as high as: $408 for a one-
bedroom, $48~: for a two-bedroom, and $565 

*In order to be eligible, the present ten­
ant must be aL single person or qualify as 
a family and must have an income which is 
under the program limits shown below: 
l person fami.ly $13 , 350 5 person family $20,250 
2 person family $15,250 6 person family $21,400 
3 person fami.ly $17,150 7 person family $22 , 600 
4 person fami_ly $19,050 8+person family $23,800 
(These income limits are set at 80% of the 
median incomE~ for families of corr esponding 
size in Chicago.) 
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MOD SECT! ON 8 

Once a pay request and waivers are submitted 
it can take 3 or 4 weeks for pay-out. 

Conclusion 

Despite the criticisms and alleged draw­
backs of the Moderate Section 8 program , it 
is a reasonable funding source for moderate 
rehab for low- and moderate-income families. 
This is somewhat reflected by the 144 appli­
cations (representing 1411 units) which have 
been received by CHA before May 31, 1981 . 
CHA has approved 37 applications (420 units) 
and has another 40 units under agreement 
and contract . 

Most of the applicants have been owners 
with small buildings that average 10 units ; 
about one-fifth of the applicants have been 
owner-occupants. Large developers have not 
been attracted to the program for two rea­
sons. First , the owner ' s return on equity 
is based on the purchase price, not on the 
appraised value. Therefore the owner's 
equity is limited to what was initially 
invested in the property, not to an inflated 
value. Second, CHA prohibits more than 30 
units per building to be subsidized by the 
Mod Section 8 program. 

It is unclear how the Reagan budget cuts 
will affect the Mod Section 8 program. 
But since CHA presently has a unit al loca­
tion, applications are encouraged. 

For more information : 

Chicago Housing Authority 
Greg Schuler 
22 West Madison, Room 204 
791-8734 

Chicago Rehab Network 
Elliott Powell 
53 West Jackson Room 603 
663-3936 

* * * * 
Barbara Beck is the Dev1;;lopment 
Coordinator of Voice of the People 
and a CRN board member. ,----------------------------i 
I I 
I I 

I NEEDED ! I 
SUBSCRIBERS TO THE CH ICAGO I 
REHAB NETWORK NEWSLETTER I 

I 

Sample Proforma 

Following is a hypothetical financial 
analysis for the moderate rehab of a 3 f lat 
brick building with six 3-bedroom units. 
Initially purchased for $75,000 the owner 
wants to refinance the existing balance of 
$50 , 000 in the mortgage. Assuming that thE 
owner can obtain conventional financing at 
16% for 25 years, here is a sketch of how 

he Moderate Section 8 program works. 
This plan includes $25,742 worth of 

rehab (kitchen cabinets , storm windows and 
doors, new roof , rear porch repair , 
painting, and new central boiler). 
Exoenses : 
Rehab Costs 
Contingency 
Overhead 

$25,742 
2,600 
1 , 000 

Total Hard Costs $29 , 342 

Construction Interest 
~rchitect Inspection 
rPennits , Fees 
Insurance during rehab 
Title and recording 
Legal 
Total Soft Costs 

Remaining debt 
Total debt 

2,000 
800 
300 

1,500 
1,500 
2 , 000 

Interest 16% for 25 years 

Debt Coverage 
Debt Service 
Return on Equity* 
Operating Expenses @$2,500/unit 
Total Annual Expenses 
Occupancy 
I ncome Needed Annually 
Income Needed Per Mont h 

8,100 

50,000 
87 , 442 

16 . 3 
14 , 253 

1.25 
17,816 

2,000 
15 , 000 
34 ,816 

95% 
36, 648 

3 ,054 

Moderat e Sect ion 8 Rental Income : 

Units Rent Needed 
6 3-bdrm. @ $509 = $3,054 

Max . Rent Allowed 
(after electr ic) 
$565 x 6 units = $3,390 

Spread 
10% 

*CHA ' s formul a for calculating 
the owner ' s return on equity is: 
purchase price + improvements - debt x 8%. 

**Operating expenses include central heat, 
trash collection, water , taxes, insurance, 
repairs and maintenance . 

--Barbara Beck, Voice of the People 

I I .4-- ---- ------ - -------------- --f .. _____________________ _ 
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IHDA'S MISSING UNITS: 

WHO'!S GOT THEM? 
--Bob Giloth 

NOTE: Belov.' appears a fol low up 
to an article that appeared in the 

· April, 1981 CRN Newsletter , "The 
Missing Units , " by Bob Giloth. The 
questions raised in that article con­
cerned whether o r not IHDA (Illinois 
Housing Development Authority) projects 
with Section 8 reservations (100% or 
less) actually use less than the allo­
cated number of Section 8 units--renting 
those other units to Section 8 in­
eligible market ra te tenants. Accord-
ing to Don Rose , IHDA spokesman, such units 
do exist. The question is now raised 
as to how many of these "missing units" 
exist in the Chicago Area Office of 
HUD--IHDA-sponsored or not. 

More information has surfaced on the 
question of the missing Section 8 units-­
those units under Housing Assistance 
Payment (HAP) contract for new con­
struct ion and substan tial rehab ii itation 
housing developments that are rented to 
Section 8 ineligible tenants. 

The United States General Accounting 
Office ~ompleted a samp le study of 
Section 8 usage in a number of areas 
last summer. The sample from the 
Chicago Area Office (covering Illinoi s) 
is presented below· 

Four of the samp le projects seem to 
be in good order. They have HAP con­
tracts for 100% Section 8, and have 
rented 100% of their apartments to 
Section 8 eligible tenants. The other 
four projects, however, are another 
story. Each of these uses 50% or 
less of their HAP allocation of Section 
8. In other words , 273 uni ts with 
Section 8 allocations are rented to 
Section 8 ineligible tenants. 

Continued on page 20 

Samele of Projects From 

Project A 

Project B 

Project c 

Project D 

Project E 

Project F 

Project G 

Project H 

Source: 

The Chicago Area Offic( 
Showins the Ran9e 

of Comp I lance 

Units Under Uni ts Units Leased Percentage 
Effective Under to Eligible Leased to 
HAP Contract Lease Househo lds E 1ig Ib1 es 

5 5 0 0% 

70 70 35 50% 

231 231 69 30% 

212 212 212 100% 

79 79 79 100% 

154 148 77 52% 

210 210 210 100% 

140 140 140 100% 

lneli Ible Households in Assisted Housin Pro"ects, August 
21 ,19 o. 11 315, GAO. Report to Lawrence B. Simons , Depart-
ment of Housing a nd Urban Development: Ass i stant Secretary for 
Housing-Federal Housing Convnissioner; by Richard J. ~o~d~, Associate 
Director, GAO , Community aAd Economic Development D1v1s1on 
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IHDA'~) NOT UNIQUE A COMPARATIVE INVESTIGATI ON 

·--Elinor Arthur 

An article in the Chicago Rehab Net­
~01·~ Newsletter (April, 1981) began an 
i nvestigat ion into the Illinois Housing 
Devel opment Authority's (IHDA) unre­
sponsiveness to the housing needs of 
Chicago' s low-income population. It 
described IHDA's l eg i slative mandate 
to help f i nc3nce l ow and moderate-i ncome 
hous ing and the rrob l em i n evaluat i ng 
IHDA's performance because of the ab­
sence of comprehensive information . 

Given the restraints imposed by "se­
cret doors," it seemed reasonab le to 
take a look at another state hous i ng 
finance agency to see how IHDA com­
pared--in terms of the production of 
low and moderate-income housing, work 
with non-profit groups, and public 
accountab i I ity. This provides a back­
door lcok at IHDA. 

The Minnesota Housing Finance Agency 
(MHFA) was kind enough to answer our 
request for information on their pro­
g rams for low- and moderate- i ncome hous­
ing. They sent a copy of their 1980 
annual repo r t--an unusually readable 
document in the form of an illustrated 
newspaper. It described half a dozen 
MHFA prog rams in tended t o meet the hous­
ing need~ of poor Minnesota resi dents: 
a tribal housing proq ram, a rehabilita-

tion initiative for rental housing , a 
multi-family rental housing construc­
tion program, an accessibility i mp rove­
ment prog ram for the handicapped, down­
payment assistance for Vi etnam vete rans , 
and an energy conservation prog ram. 

Realizing that this highly readable 
document had been prepared with a con­
cern for publi c relations , we made some 
fo ll ow up phone ca ll s . 

A cal I to MHFA yielded the following 
f igures on the multi - family projects 
thev have financed to date: 

Total number of projects: 247 
Total number of units: 16,412 

Substant ial 
New Rehab Total 

Elderly 7,305 409 7,714 
Family 7,696 ',002 8,698 

15,001 1'4 11 16,412 

About half the mult i- fam il y projects 
they finance a re in met rope 1 i tan areas 
and half are "outstate" in the rural 
areas. The fo ll ow ing table s hows the 

Continued on next page 

IHDA'S MISSING UNITS: WHOSE GOT THEM? 

Of cour s·e , these projects with 
Section 8 ineligi b l e tenants are not 
necessarily IHOA projectsc However, 
s ince the GAO focu ses large l y on un­
insured project s (those housing deve l­
opments that do not use FHA mo rtgage 
ins urance) , one can infer that IHDA 
projects are prominen t in the ir 
analysis . IGAO states that "I n •••• 
Chicago (Area Office) we estimate 
that at least 1000 units were occupied 
by househo lds i ne l igib l e for Section 
8£" (p. 3) This is out of 8900 unit s 
in Chicago that have Section 8 allo­
cations . 

The GAO report concludes that 
there a re cost and program ef fect ive­
ness consequences f rom the miss i ng 
unit prob lem. FHA, GNMA, HUD admin-
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Continued from page 19 

istrative, and tax-exempt bond tax 
incentives underwrite the un i ts rented 
to Section 8 ine li g ibl e tenants. 
Project costs go up , therefore, while 
Section 8 program achievement lags. 
Those who need affordable housing 
suffer . 

GAO recommends that the regu lati ons 
governing the perm iss ibl e number of 
Sect ion 8 units rented to Section 8 
inelig i b le tenants be reduced from 10% 
to 5%. (p. 5) 

The miss ing units are certainly 
mi ss ing . 

* * * * 
Bob Giloth is a Neighborhood Activist 
and Housing Consultant whose articles 
frequently appear in the CRN Newsletter . 
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IHDA' S NOT UNIQUE 

breakdown of residents' income and the 
~roportion of minority and very low­
'. ncome residents living in these pro­
jec t s: 

Me tro. Areas 

Outstate 

Resid~nts' 
t:ted1an 
income 

$4,760 

SJ ,800 

~ noo­
wh i te:': 

35.: 

I .6% 

Z ve ry 
. tow 
1 ncome·..,·, 

58% 

*m inority population for the state of 
11innesota is about 5% 

**by HUD criteri a 

. We asked i f MHFA financed any pro­
jects sponso red by non-profit housing 
groups. The MHFA officia l replied that 
they finance very few. 

We cal l ed IHDA to obtain fi gures on 
their multi-family project s . The total 
number of projects wa s no~ avai lable; 
the total number of units was no t avail­
able, but 25,000 was offered as a "ba l 1-
pa rk" figure. They could not prov ide 
a breakdown on e lder l y/famil y or new/ 
substan ti a l rehab "fo r at least a day 
or two" but sa id that approximate ly one 
out of every three un i ts are for seniors 
and tha t about 10% (or 2,500) of their 
mu lti-fami l y units are s ubstantial re­
hab . 
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lo re spon~e to our question about 
geographical distribution , IHDA repl led 
that about one- third of the ir units are 
in Chicago , one-th ird subu rban , and one­
third downstate. Unlike MHFA, IHDA has 
no figures on residents' median i ncome, 
percentage of res idents wi th ve ry low 
income , or percen tage of residents who 
are minor ity. 

"MHFA IS A BANK" 

We asked if MHFA financed any pro­
jec ts sponso red by non- profit housing 
groups. The MHFA officia l repl i ed that 
they finance very few . "There's a pro­
blem," he sa id, "in that many people 
don't realize that we are a bank, even 
though we are a state a gency-:----A" lot of 
peop le have a gran t menta lity." (W i th 
these remarks our MHFA off ic ial echoed 
a recurring theme of t~e IHDA people, 
that a s tate hous ing f ina nce agency i s 
"a bank.") 

We remarked that we had hea rd 
that it was only with the greatest 
re l uctance that some s tate housing 
finance agencies finance non-profit 
projects . We wondered if t his was 
true in Minnesota . He admitted that 
t hey had encounte red some criticism 
on th i s score . He sa id they req uired 
FHA insu rance on non-profit proj ects 
of community-ba sed housing groups 
even though this was not necessary 
for projects sponso red by other 
deve lopers . When we asked about 
public accountabi li ty he rep lied 
that the state l eg i s lature keeps 
c 1 ose tabs on the MH FA . "However, " 
he said, "the MHFA does e njioy a 
cordia l relations hip with t he state 
l eg i s lature who, unlike the general 
public , realize that MHFA must 
operate as a bank. 

FOUR STRIKES YOUR OUT! 

Severa l Minneapo li s -based housing 
analysts had a d ifferent pe r spect ive on 
the MHFA. The director of a community­
based non-prof i t housing o rgan i zation 
descr i bed MHFA' s criteri a for financing 
a project as "four s trikes and you're 
out.'' The four st ri kes which marked a 
project as undes irabl e to HHFA are , he 

Continued on next page 
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IHOA NQT UNIQUE Continrwtf frr>m page.• 21 

sa i d: 
l ) i f the p roj ec t i s rehab , not nevi ; 

2 ) i f t he project i s co-op , no t 
re nt a l; 

3) I f the developer is non-pror i t ; 

4) If the devel ope r is a comr1un ity ­
based o r9an i zation. 

11 Even one of t hese rcaLure; can con­
demn a proj ect, " he sa id . "Ir you have 
a ll fou r , yo u ha ve rea l problc111c; . 11 

When a s ked about MHFA' s annua l r eport 
and our imp ression tha t the aqcncy seemed 
concerned about low- income housinq , he 
replied that we a re t he la t est vict ims 
of "the myth of Mi nneso t a: that every­
thing i s love l y i n t he land of one thou­
sand lakes . " 

In rep ly to our ques t ion a bout MHFA' s 
programs , s uch a s the one we had read 
about fo r Ind ian hous i ng , a no the r a nal ys t 
t he Di rec to r o f Community Deve lopment at 
the Un iversity of Mi nnesota , e xpl a ined 
t hat money a ll ocated by the fede ral a nd 
state governments for tri ba l hous ing i s 
a ll channe l ed t hrough the MHFA. "When 
an Indian ho us ing group in St. Paul 
wanted to build earth- s he l t e red housing 
fo r ve ry large famili es and lacked t he 
techni ca l expe rti se to package the deal , 
neither the c i ty nor MHFA provided the 
necessary help. The hous ing was never 
bul lt. It was not the kind of proj ec t 
HHFA was interested in. He described 
HHFA' s profes s ed conce rn fo r tr iba l 
hous ing as 11a joke . 11 

THE POWERHORN EXPERIENCE 

One case illustrates the problem with 
HHFA. The Hin1neapoll s-based Powerhorn 
Resi dence Group recent l y rehabilitated 
an o ld schoo l building and t urned it in­
to 45 coopera t ivel y-owned Section 8 
apartments . 

It took us years to get it financed 
sa id Powder hor n's Program Direc tor. " The 
HHFA eve n required us to ge t FHA insurance; 
t ha t was a fir :st fo r them," she sa id . 
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" They had neve r be fore required FHA i nsu r­
ance fo r a ny project t hey f i nanced but it 
looks as if t hey wi ll requ ire it of a ll 
non - prof it projec t s from now on . We had 
lo qe t the s t ate law cha nged to make i t 
l eqa l fo r them t o f i nance a cooperative 
project . " The Pm·1derhorn Res idence Group 
bcqan mcetinq wi t h t he MHFA f i ve years 
aqo . 

" I think i t \..Jas thei r idea to s t ring 
us a long , " she said , " t hey were ve ry cor­
dia l. Ori g inall y we wan t ed to do a who le 
packaqe , buy se vera l o f t hese o ld buildi ngs 
at one ti me , rehabi 1 i t a t e them ar ' conve rt 
them to co-ops so the re wou ld be 1n i n imum 
d i spJ;1ccment of res ide nts . But MHFA played 
a long with us for fi ve yea r s , re f used to 
q i ve us t he fi nanc ing and we wasted a 
great dea l of t ime. In t he mea nti me t he 
housing ma r ke t changed dras ti call y and we 
could no longer buy all t hose old bu ild­
ings cheap ly . The n thi s old abandoned 
schoo l building came up and we dec ided 
to try for i t. HUD went for it: t hey 
we re diff i cu l t to dea l with too , but t hey 
d id fina ll y give us t he FHA insurance. 
Then MHFA had no excuse. I t was a very 
secu re mo r tgage . I t was 100% SectiOnS. 
But MHFA gave us only a 66% mo r tgage , 
\..Jhi ch meant we had to r aise 34% or S600 ,000 
ou rse l ves. We d id i t wi th Conrnun ity Dev­
e lopment Block Grant funds and some other 
sources . " 

HHFA KICKS ANO SCREAMS 

Whe n we asked about how the project 
t urned out, she said that 11 it 1 s working 
beautifull y . There' s been no displace­
men t i n the neighborhood; a co-op educa­
tiona l program is go ing. The 45 families 
who li ve there love it and the rest of 
t he ne ighborhood i s delighted to have this 
100-year o l d school bui l ding preserved." 

But, we asked, despite a ll these bene­
fit s a nd the security of the project, the 
HHFA was reluctant to finance the project? 
"Re luc tant?" she said, "That's an under­
s tatement . They we re ki cking and scream­
ing a l l t he way . 11 

We called t he Pres ident of the cooper­
at ive resi dent s ' associ a t ion t o see if 

Continued on next page 
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Housing projects underwritten by state housing finance authorities can be impressi ve in 
t heir relativ·e size such as the IDHA financed Parkways development in South Shore shown 
above . However, many non-profit neighborhood-based developers find i t difficult to ob­
tain such financing for smaller projects . 

IHDA Continued from page 22 

res idents agreed with the eval uat ion that 
the project i!> 11•,vorking beautifully." 
The President said that the project was, 
in his opinion , the best form of sub­
sidized housing that he had ever seen. 
"The residents have an opportunity for 
ownersh i p and for some cont rol ove r 
the ir housing conditions , in a way most 
of us have never had before." He said 
there was "a s.trong desire among resi­
dents to make the co- op a good place to 
1 ive, 11 and tha1t out of the 45 fami 1 ies , 
about one-third of them are very active 
in making decisions about the co-op . 
He sa id there were problems, like con­
troversy about how to spend money allo­
cated for i mp rovements , but that, as a 
whole, the co-op was work ing very we ll. 

It-DA,' S OOT LtHQUE 

This brief look at the Minnesota 
Housing Fi nanc:e Agency reveals that 
like IHDA it is the object of contro­
versy . On the other hand, the Powder­
horn Residence: Group's cooperative 
rehab proj ec t has shown us that a 
state housing f inance agency which 
operates on the same basis as IHDA 
can and actually did-finance a 
non-profit, coimmunity- based cooper­
a tive rehab project. 
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Although IHDA ' s method i s that of a 
bank, it operates as a part of the pub-
1 ic sector . IHDA f i nances projec ts with 
tax-exempt bonds , and the State of 111 i­
nois has a mora l obligation to back up 
the bonds issued by IHDA. Community 
housing groups are not asking IHDA for 
a handout. They are s uggest ing that 
IHDA extend its public interest purpose 
to facilitate neighborhood-based opera­
tions. However, we should not be overly 
optimistic. None of this will come about 
without a struggle. 

like IHDA, the Minnesota Housing 
Finance Agency is an object of public 
controversy. But at least they have 
figures on who actually benefits from 
their housing units. An important start­
ing point, no doubt . However, the MHFA 
does not like to work with non-profits 
and/or unconventional projects . It 
sounds all too familiar . 

........ 
Elinor Aurthur is an i ntern with a public 
agency i n Chicago and a graduate student 
in Urban Public Policy Studies at UICC . 

This has been the third in a series 
of articles exploring the policies 
and activities of IDHA . The finai 
report will appear in the next issue . . 

23 



SPOTLIC3HT 

HOME 01WNERSHIP:THE KEYSTONE ••••• 
--Maureen Hellwi g 

Most analysts agree tha t t i:c I·: .,· ­
stone of neighborhood hea lth and s ta­
bility i s the <:>wner-occupanL. In most 
areas with a predominance o f sma ll e r 
residential properti es , it i s no t diffi ­
cu l t to di s tingui sh t he abs en tce- ovmed 
buildings f rom those with the landlord 
in res idence . The former a rc mo r e often 
run-down and tend to pass th rough dete­
riora t lon to a bandonment a t a mo re r ap id 
rate. 

I t i s these abandon ed bu il d i ng ~ t hal 
are often acquired by nc ighlio rhood­
based rehab or•ganizati ons . Certa inl y 
neighboring owiner-occupants a re g rate­
ful for the re scue and restoration of 
these buildings . But vJhat ass istance 
i s availab le for them? 

Thi s is a pa r ticular prob l em in 
Chicago's oldest neighborhor1.ls 1 ike 
West Town. While the ir bu ildings are 
ge11ernlly maintained, the owne r-occu­
pants are still faced with the wear and 
tear of 80 to 100 years of use and th" 
factors of "built-in-obso lescenc.:" vis ­
a-vis the Chicago building code . Where 
major rehab is warranted some res idents 
have in the past appli ed for grants 
through the Chicago Financial Assis­
tance Program (CFAP), funded with CDBG 
money. Since costs frequently exceeded 
the grant.amount ava ilabl e , due to the 
requirement of full code comp l lance, 
CFAP appl ications were often coupled 
with 312 loans. With the elimination 
of 312, diminishing CDBG funds, and 
burdensome· new regulations recently 
added to the CFAP program, what's left 
for the owner-occupant? 

Even before Reaganomics struck , 
many owner~ Jeost much interest in 
getting involved in the red tape of 
subsi di zed rehab programs. Recognizing 
this reluctance , as well as the need to 
get owner-occuipants more invo lved in the 
overall neighborhood revita lization 
effort,Community 21 decided to sponsor 
a three-part home improvement program 
for homeowners . 

In the spring of 1980 and 1981, 
Community 21 sponsored a Neighborhood 
Home lmprovemEmt Fair and a series of 
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Community 21 outdoor Home Maintennance 
Workshop session 1<1i th neighbors. 

H)me Maintenance Workshops. This year 
the organization is also p lanning to 
explore the establishment of a co-op 
buying club for home i mp rovement ma­
terials. 

The most successful activity so far 
has been the workshop series . Over the 
last two years, workshop topics have 
included: Plumbing, Plastering, Elec­
trical, Energy Conservation, Drywall, 
and Wooden Porch repair. The first 
four were held on weekday evenings at 
local church halls throughout the com­
munity with an average attendance of 
40-50 people. At the time of this 
writing, the Drywall Workshop is sched­
uled to take place on an actual work 
site,as is the Porch Workshop. 

There are a variety of resources 
available for putting together a work­
shop se ries. Our pl umbing workshop was 
handled by a local plumber with many 
years of experience in the trade . He is 
known for his willingness to teach 
clients as he works for them, so that 
they can either avoid sim i lar problems 
in the future, or deal with them them­
selves. Every neighborhood has trades­
men like this if you as k around. 

Continued on next page 
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.... IN COMMUNITY 21'S PROGRAM 
Community 21 also tapped a loca l re­

source for the electrical wo r kshop , a 
company that has worked in the We s t TO\"n 
area for over 60 years . Local El ec tric 
Company at 1758 N. Rockwell specializes 
in rehab wir ing . The owner, Mr. Phi lli p 
Ristau, was very willing to share hi s 
e xperience. 

For the plastering and energy work­
shops, some outside resources we re se­
cured . Community 21 contacted the Chi ­
cago Plastering Institute at 5839 W. 
Fullerton for assistance . The person 
to contact is John Boland at 237-6910. 
The energy conservation workshop in­
volved a combination of resources. The 
Illinois Institute of Natural Resource s 
has a sl ide show. The slide show can be 
obtained by contacting Tom Campbe l l at 
(217) 785-2772 or Trudy Daley at (800) 
252-8955 . Write to them at: I 11 i no is 
Institute of Natural Resources, 325 W. 
Adams, Springfield, IL 62706. 

Community 21 turned to a fellow mem­
ber of the Chicago Rehab Network for the 
instructor. For a $50 st i pend, Bi 11 War­
ren, from the Center for Neighborhood 
Technology, came out, showed the slides, 
offered an excel lent commentary and an-. 
swered numerous questions from residents. 
CNT ' s number i s 454-0126. Speak with 
Scott Bernstein or Bob Adams to make 
arrangements . 

This year two new workshops have 
moved out of church basements to con­
st ruct ion sites. By spec ial arrange­
ment with Armando Alcala, president of 
Competitive Drywa l l Co., 2619 W. Armi ­
tage and the Hispanic American Construc­
tion Industry Association, residents 
wi 11 have the opportun ity to 1 earn how to 
install drywall on an actual construc­
tion site. Mr. Alcala's workmen will 
go through the stages of installation, 
taping, and finishing and familiarizing 
partic i pants with all the necessary 
tools and ma terials. Each part icipant 
wi ll then get to apply what he or she 
has learned by actually attempt i ng some 
of these procedures. 

HOME IMPROVEMENT FAIR 
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Another e vent Community 21 has tri ed, 
with less success , i s a Home Improve­
men t Fair . Loca I businesses and com­
panies s upplying home i mprovement mate­
rial s or serv ices were invited to exhi ­
bit the i r product s or services with the 
idea that res idents \vould get some ideas 
and become acquainted wi th companies 
and stores that could meet their needs . 

The first year the Fair was held on 
Saturday afternoon in late May, the 
second year on a Sunday afternoon in 
mid-May. A list of potential exhibitors 
was drawn up from the local commercial 
strip, the yellow pages , and the City 
House 1 i s t of Exhibitors and Advertisers. 
Although contact with close to 100 of 
these the first year resu lted in many 
promises for the following year, the net 
result of both years was about the same-­
more than 15 exhibitor-participants. 
The smaller, local bus inesses said they 
couldn't get away; the large r companies 
said the event was too li mited. 

HOW TO IMPROVE TURNOUT? 

The res ident turnout did not measure 
up to expectations either. In evaluat ­
ing the event, suggest ions have ranged 
from moving the event to early Apri 1 to 
incorporating more gimmicks like give­
aways and special demonstrations. Thus 
we tried enticements. C.J. Schnakenber~ 
of Schnakenberg Ace Hardware, 2767 N. 
Lincoln, graciously agreed to provide a 
power tool demonstration as part of the 
Fair activ ities and Skil Corporation 
donated an electric drill as a door 
prize. (An item worth nothing here is 
that the two major tool companies, Skil 
and Black & Decker, require a 6 month 
notice to send out their representative 
to put on a tool demonstration. ) Every­
one who came liked the Fair, but not 
enough came. 

GENERAT ING COMMUN ITY SUPPORT 

Community 21 used the same channels 
to publicize the Fai r that were used to 
publicize the highly successful work­
shops: the Commun ity 21 month l y news-

Continued on next page 
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Continued from page 25 

letter mailed to 1200 homeowners, arti­
cles in the local weekly newsletter, 
church bulletin announcements, posters, 
flyers at community meetings. The com­
munity 21 board is puzzled and presents 
the puzzle for your unraveling should 
you choose to tackle a s i milar activity. 

The most re sponsive participation 
in the Fair and s upport of the work­
shops came from community-minded lenders . 
Northwest Federal Savings & Tal man Home 
Federal Savings had booths at the Fair 
and helped to fund the ent ire home im­
provement program. Both these ins titu­
tion s , as well as the Community 21 
board, would have we lcomed local lender 
support and participation, but none of 
the local institution s re sponded to re­
quests for their participation. 

CO-OP BUYING AND OTHER FUTURE WORK, 

Finally, a third aspect of the Com­
munity 21 home improvement effort tbis 
year i s a plan to t est the wate r re ­
garding the interest in and fea s ibility 

of establishing a co-op buying club for 
home imp rovement materials. A s imple 
format is envi s ioned. If enough resi­
dents voluntee r to help, organize rs 
would contact local businesses to ascer­
tain their wi II ingness to offer a 10~ 
discount to co-op members presenting 
their IOcards, in return for the promo­
tion of their bus iness to co-op members . 
Members would be asked to pay a modest 
annual fee to cover pr inting of a bro­
chure and pos tage. It remains to be 
seen if this idea will catch on . 

Overall, Community 21 is p l eased 
with the general thrust of the Home 
Improvement Program. Through the work­
shops and other programs, over 300 
homeowners, as well as some tenants, 
received training or information to 
help them i mprove their housing . 

We also promoted the work of Bicker­
dike, an important local housing orga~ 
nization serving the West Town Corrwnun1ty. 
Two cooperative lending inst i tutions 
were identified that are interested in 
serving the Community 21/West Town area. 
Residents met some responsible companies 
and tradesmen to do business with . 
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The Commun i ty 21 planning commit-
t ee included: Michael Bisberg, Julian 
Gomez , Manuel Gutierrez, Loretta Landow­
s ki, Harriet & Casimer Patryn, George 
& Frances Santoyo. 

As Loretta put it, "The theme of our 
program is "DON'T MOVE, IMPROVE! With 
the cost of newer homes skyrocketing, 
thi s is not jus t a slogan, it' s survi-
va 1 · '' COMMUN I TY NOTE 

Another CRN member, Bickerdike Rede­
ve lopment Corp. (BRC) is cooperating 
with Community 21 by having thei r work­
ers rebuild a wooden front porch as a 
demonstration and instruction project. 
Community 21 asked for a resident need­
ing porch repair to volunteer to serve 
as a workshop site. The homeowner wou ld 
pay the cost of the ma terial s but wou ld 
rece ive free labor. The new office of 
Ne ighborhood Technical Assistance of the 
Dep t. of Housing, agreed to pickup the 
labor costs . Gene Conway, formerly of 
NHS, heads up this new office. Contact 
him at 774-8518. Both of these on-site 
workshops are being offered on Saturdays. 

* * * * 
Maureen Hellwig is the Director of 
Community 21 a CRN board me mber who 
frequently make contributions to the 
Newslett:P.r . 
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ESDC CELEBRATES 
--So yla Villicana 

April 28 was a day of celebration 
for the 18th Street Development Corpo­
ration (ESDC). A day-long open house 
was held for the just-completed three 
story, six unit apartment building at 
901 W. 19th Street . 

Five of the completed apartments 
have three bedrooms, and the other 
has the added feature of a loft area 
with a skyli'ght. Each un i t has its 
own tenant-controlled heating system. 
Pre-apprentice plasterers stuccoed the 
airwell on the west side of the bui ld­
ing, and performed other finish work 
in the building. Pre-apprentice car­
penters installed oak flooring--sal­
vaged from a1 bu i 1 ding undergoing demo-
1 it ion- - i n two of the apartments. 

The open house was attended by com­
munity residents, three building trade 
unions - -Carpenters, Plasterers, and 
Bricklaye rs--city agencies, community 
organizations, construction trainees 
from Community Hous ing Education Corp. 
(CHEC), contractors who have hired ESDC 
apprentices, and, of course, the tenants 
who moved into the building on May 1, 
1981. A total of 175 people came. 

Completed bu.ilding at 901 West 19th St . 
Pictured at upper right is Soyla Villi­
cana who served as coordinator of project. 
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The open house gave the pre-appren­
t ices and thei r instructors an oppor­
tunity to show thei r work and get 
feedback as they gave tou r s of the 
bu il d ing. The comments heard through­
out the day we re : 11You 1 ve done a fan­
tastic job, 11 I' m gl.:id to hea r that com­
munity residents wil l occupy these 
apartments, 11 11What took so long11

, and, 
f rom the future third f loo r tenants, 
11 1 can ' t wait to move in with my 
fam i 1 Y • II 

An unexpected v i stor to the open 
house was City Schoo l Saperintendent, 
Dr. Ruth Love, who tou red the bu i ld ing 
and to l d pre-apprent i ces: " I' m rea l ly 
proud of what you 've done he re . I 
hope you will conti nue and get those 
marketable ski l ls. " 

Contact : Soyla Villicana at 
Eighteenth Street Development 
Corporation 1900 So Carpenter 
Chicago, Ill 60608 
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BELOW MARKET MORTGAGES: 
THE EAST HUMBOLDT PARK EXPERIENCE 

--Kaye Gregg 

The recently announced Eas t Humboldt 
Pa r k Mortgage Program will provide one 
mill ion dollars in below-market rate 
mo r tgages, and $200,000 in defer red pay­
ment rehab loans for homes pu rchased 
th rough the p1~ogram. Thi s community 
in i tiative can be an importan t tool in 
the fight against di sp lacement in the 
East Humbo ldt Park area. It demonstrates 
that community organization s can devel()p 
wo r kab le p rog rams for the ir ne ighborhoods . 

Comb i ning the resources of the Trea­
s ury of the State of Il l inois, the City 
of Ch i cago, Pioneer Bank, and local com­
mun i ty organ i zations, homeownership will 
be made mo re affordabl e for some low­
and moderate-income t enants in the Hum­
bo l dt Park area . 

The Westtown Conce rned Citizens Coa­
l it ion, the Community Housing Education 
Corporation, and the Spanish Coalition 
for Housing developed the idea of a be ­
low-ma rket interest rate program sup­
ported by below-market rate depos it s 
in a local l e nding in st itut ion . Neigh­
borhood meetings around Community Rein­
vestment Act issues (i . e ., responsible 
neighborhood investment po li c ies of local 
financial institutions) produced an aware-
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ness that communi t y stability in East 
Humboldt Park required increased invest­
ment and an increase in the propo rtion of 
owner-occupants . Contract sales we re 
pr evalent, indicating that there was 
demand. Although the price of properties 
were relatively low, market interest 
rat es made home ownership unaffordable 
For most residents. 

The community organizations were aware 
that some corporations supported the de­
ve lopment of minority banks by investing 
funds at~% to 1% under market. It 
seemed possib le that this concept could be 
expanded to provide affordable mortgage 
rates for East Humboldt Park. The com­
munity would so licit private and govern­
ment institutions to deposit discre tionary 
funds in a local bank at interest rates 
slightly be low ma rket. The discount on 
the funds cou ld be returned to the com­
munity i n the form of a reduced interest 
rate on mo rtgage loans. 

Community organizations approached 
severa l ne ighborhood banks with the idea. 
Pioneer Bank was the only area lending 
insti tuti on with the vision, however, to 
rea li ze that there were benefits to be 
gai ned from this type of project--the 
program was financially feasible, and by 
re inves ting in the community they were 
improving their long-range business pro­
spects . 

The Illinois State Treasurer's Office 
offered a "Specific Opportun i ty Program 
which linked deposits of state funds to 
banks serving community needs . Community 
organizations approached the state with 
the idea of expanding that program to in-
clude a reduced inte rest rate program for 
mortgage loans. The state has expressed 
favorable inte rest in the program. 

Negotiations on p rogram guidelines 
and deposit and loan terms took many 
months . During this time , the Mayor's 
Office was contacted and asked to parti­
cipate . The City agreed to fund the re­
hab component o f the program, which made 

Continued on next page 
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HOU~)E GUEST: OOERPRISE ZOOES IN ILLIOOIS 
First in a series of articles that treat 
the possible implications of new federal 
proposals on the development of low and 
moderate income housing . 

Enterprise Zones may become the Rea­
gan Administrations' so l ution to the 
prob lems facing cities. The possibility 
of creati ng these zones in the U.S. 
first appeared with a bill sponsored by 
U.S. Representatives Kemp and Garcia in 
1980. The: Kemp-Ga rcia b i 11 would e l imi­
nate what is perceived as government 
interference in the free market. By re­
stricting government regulation in the 
zones, it was expected that industrial 

-"1ARLI NDA t1ENASHE 
and housing developers would be attracted 
to the zones. The Kemp-Garcia bill was 
neve r passed into law by Congress, but 
enterprise zone supporters are now en­
couragi ng state legislators to sponsor 
s i ~ ilar bil ls which will be followed by 
national leg islation at a late r date . 

A bill to create Enterprise Zones in 
Illinoi s was introduced and passed (43 
to 12)--unnoticed by many--in the Illi­
nois State Senate . Senate Bill 819, the 
Enterprise Zone Act, was introduced by 
Senator Dona ld Totten from Hoffman 
Estates in Hay,_ ~981 . The author de-

Cnntin11ed on next page 

BELOW MARKET LOANS - EAST HUMBOLDT PARK 
Continued from page 28 

the program more workable in an area popu­
lat~d by homes suffering poor conditions 
and deferred maintenance. 

Pioneer Bank will operate th i s program 
for qualified borrowers wishing to pu r­
chase homes in the area bounded by North 
Avenue , Wes tern, Div i s ion, and California. 
Mortgage Tioan terms include a 10% inter­
est rate, a maxi mum 90% loan-to-va lue 
ratio, and a 25 year term negotiable after 
10 years . Pioneer Bank wi 11 refinance 
after 10 vears at their own current ir:i­
terest ra ~e , or the borrower can go e l se­
where if more favorable rates are availa­
ble. 

A brief survey of area savings and 
loans indicates that current interest 
rates on owner-occup ied residences vary 
from 16% to 17% and are often negot ia-
ble every three yea r s . Some S & L' s are 
st ill making 29-year,fixed-rate loans; 
but these are genera ll y only avai l abl~ to 
cur rent custome rs, or at a higher interest 
rate. 

The 10% inte rest rate is produced by 
the deposit of Illinois State funds in 
Pioneer Bank at 1% under the going market 
rate. The deferred payment loans (de­
fe rred until sale of property) will be 
g_iven by the City of Chicago, and will 
provide second mo~tgages for the rehab of 
homes acquired th rough the pro~ram~ B~th 
the mortqage and rehab loans wi l l be 11-
mited to~owner-occupied, 1-4 unit build­
inqs. There i s no Income limitat ion 
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placed on the borrowers of acquisition 
funds. Deferred payment rehab loans, how­
ever, are limited to borrowers whose in­
comes are below 100% of the med ian income 
in Chicago. 

Throughout the development of the pro­
gram, Westtown Concerned Citizens Coali­
tion , the Community Housing Education Cor­
poration, and the Spanish Coalition for 
Housing took the lead to make sure that 
the end-product would meet the needs of 
current residents. These same organiza­
tions are now working to identify poten­
tial homeowners fo r the East Humbo l dt 
Mortgage Program. This is cr i tically 
important to the s uccess of the program . 
East Humboldt Park has attractive and 
"cute", hous ing stock. The area is j us t 
south of Wicker Park and Logan Square-­
current "hot" and trendy ne ighborhoods, 
avaricious ly marketed and hyped by local 
rea l estate companies and speculator s . A 
measure of the success of the East Hum­
boldt Park program depends on its ability 
to avoid disp l acement and gentrification 
providing generous terms for legitimate 
low- i ncome buyers, not deve lope rs and 
speculators. The community organiza­
tions and Pioneer Bank are committed to 
the program ' s success but they wil l 
have to work very hard to make su r e the 
program serves the interests of those 
for which i t was intended. 

* * * * 
Kaye Gregg is currently Illinois Repre-
sentative for the National Consumer Co= 
operative Bank . 
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ENTERPRISE ZONES IN lll!t()!S 

Continued f1nf'I !'·''''' 2J 

signed the bill to enable the des igna­
tion of areas where industrial develop­
ment and nei~hborhood revitalization 
could occur unhampered by qovernment 
interference. What this bill seems to 
do, though, is to dismant l e exist i ng 
revitalizati on mca~urc~ and tn rep lac1 
them with a meager portion of incentives, 
along with a large portion of disincen­
tives . In essence, this appears to be 
a " subsidy" transfer program from com­
munity-based institutions to the private 
sector. And a "big" subsidy program at 
that! 

Senate Bil l 819 has now been intro­
duced into the I llinois House by Repre­
sentative Petters (District 15). Ex­
pected to pass, thi s bil l has two part s : 
industrial and residential deve lopment. 
The major incentives for industrial de­
velopment in the zones arc : I) busi­
nesses are not allowed federal, stJle 
and local assistance for those programs 
which are nol federally mandated; 2) all 
state and local laws on zoning, bu ilding 
codes, ren t control, wage and price 
controls, and other simila r regulations 
are suspended; 3) programs mandated by 
the federal government will operate at 
minimum leve l s ; and 4) purchased pro­
perty assess ed (for real eslat~ purposes) 
at ze ro percent of its value in the first 
year, to increase al a rate of 20~ a year 
over the next 5 years. 

The incent ives for resident ial reha-
bi 1 itation arc based on a county or mu­
n i cipal homesteading program al l01·Jing 
sale of abandoned homes in the zone for 
$100 . 00 or less. The program requires 
purchaser to live in acquired residences 
in 7 years and to rehabilitate the build­
ings. The major incentive for the home­
owner i s an additional standard exemption 
(of $1000) from Illi nois income tax and 
also the assessment incentive mentioned 
previously in regard to industry. The 
Illinois State Department of Convnerce 
and Community Affairs 1:asdelegated the 
responsibility for determining a precise 
definition of the zones and the ir 
adm i n is t ration. 

The effectsot this bill could be de­
t ri menta l to neighborhood deve lopment, 
pa r ticu larly for low-to-moderate i~come 
r esidents. The proposed homesteading 
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prog ram has a di s tinc t.pote::'lt ialit ;o f 
abuse , and also seems to encourage dis­
placement of a neighborhood's low-to­
moderate-income residen ts. The proposed 
business incentives are based solely on 
r e lief from government regulations on 
zoning, bui lding codes, rents control, 
and wage and price controls. It has 
been demonstrated that relief from these 
types of regulations are not locational 
incentives-in-themselves, but that re-
1 ief from federal corporate income 
taxes, assistance in land assembly and 
the avai labi 1 i ty and cost of capital ar~ 
far ~ore: inportanl to location. 

The most punative measure of the bill 
results from a section r equiring the 
operat ion of federa ll y mandated prog rams 
at a minimum leve l. Typically,affected 
prog rams would encompass income support, 
medical aid, educational assistance, day 
care, affirmative act ion, and occupa­
lionrl safety and health standa rds. It 
i s expected that those receiving these 
benefits and programs and residing in 
the zones would move out of the zones, 
crcatinq population shifts, particular­
ly in the larger cities. 

The bill is presently on the House 
floor for its first reading, after pass ­
ing unanimously in committee. From pre­
sen t indications it is expected to be 
passed in the House with few, if any, 
amendments. 

* * * * 
M.Ji, ind.1 Nvn.:isJw is a Research Associate 
.it th1• //11ive r sity of Illinois at Chicago 
l."i r .:lv , S<.:hool of Urban Sciences 
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A NEWSLETTER SPECIAL 

HOUSING MODELS FOR SCARCE TIMES: 
This article initiates a series that 

will examine various alternative models 
c urrently being advanced to resolve the 
low- income housing crisis and revitalize 
our neighborhoods. We would appreciate 
your comments and contributions i n re­
sponse to issues raised in this s eries. 
In this article, Bob Giloth is joined by 
Robert Brehm, CRN board member and Di­
rector of Bicke?dike Housing Development 
Corporation. 

HOUSING MODELS FOR SCARCE TIMES 

--Bob Giloth & Robert Brehm 

Reaganom i cs , inflation, gentri­
fication, budget di sc i pl ine-- these words 
mean that the production of affordable 
housing for lower-income peop l e is 
going to get tough . Ne ighborhood de­
velopers and advocates will either 
have to sit out the lean years, organize, 
or do some innovative thinking. We 
urge the latter two. 

The housing gap is s imp l e to under ­
stand. Producing housing costs more 
than many peopl e can afford to live in 
it . Four basic methods have been used 
to bridge the gap over ~he years: 

o Interest write- downs 
o grants (including CDBG, CETA 

and land} 
o tax incentives (syndication, tax­

exempt f inancing} 
o rental subsid ies 

A new variant in the last decade has 
been sweat equ ity; this involves the 
investment of labor by housing users 
into the production of housing. 

There Is much discussion, some very 
esoteric, about how these methods shou ld 
be comb ined to c reate affordable hous ing-­
the amounts of each, the timing of each, 
and ways to bring them togethe r . Section 
8 our latest and soon to be deceased • rental subsidy program, has been cri-
ticized on all s ides as being too costly, 
and for subsidizing developers. At the 
same time, though, Section 8 does produce 
housing low-income people can live in, 
and has enough financial flexibility 
bui lt in to i t to pr event defaults (at 
1 ea s t so fa r ) • 
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In this article we critique a mode l . 
fo r br idging the housing gap developed 
by two Chicago urban activists: Steve 
Perkins and Stanley Hallet . In future 
issues we intend to d i scuss other 
approaches for the product ion of low­
income housing. We hope that readers 
will s1~nd in their COITVllents on our 
commen 1ts. New approaches require dis­
cuss ion . 

One disclaimer. We are not lawyers 
or accountants. Our remarks are based 
upon e><per i ences as neighborhood deve I -
ope rs, and on conversat ions with a 
variety of housing analysts . 

Toward Low-Income Coops 

A Summary 

This hous ing rehabilitation and owner­
ship me>del for low-income coops un ites a 
limited partnership investment structure 
wi th a donat ion of project equity (75%} 
to a 501(c)3 community organization after 
seven years. This donation produces , 
according to the authors. comoet itive tax 
benefi t s and return on equity for in­
vestors and a low acquisition cost for 
the cornmunity group and tenants. With 
a low purchase cost, and accrued tenant 
payments and long-term repair fees (both 
above and beyond contract rent), the 
author:s believe that a viable low-equity 
coop c;9n be deve I oped. 

Favc:>rable analysis of this model by 
the authors, however, rests upon a number 
of assumptions and premises, some of 
which will be questioned in the c ri tique 
sect I 01n: 

o a 60 unit property ( 24 ~brm, 36 
2-brm) purchased for $5,000/un it. 

o a $10,000 pe r unit "minimum to mod­
erat~' rehabi litat ion program to 
last for 10 yea r s • 

o post-rehab rents of $260 (lbrm) and 
$)10 (2brm); these rents do not 
equity contributions ($10 per month) 
or fees for the repair fund. 

o 70% tax- bracket investors who are 

Continued on next page 
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available to form a limited part ­
ne rship with a soc ially minded 
general partne r. They agree to 
donate the property after seven 
yea rs. 

o the avai !ability of some type of 
government housing programs --CDBG 
inte rest or grant write- downs, 312 
low interest loans , or tax-exempt 
municipal bond financing at ai. 

How it Works 

A limited partne r ship would be formed 
by a socitllly-conscious general partner 
and a number (up to 35) of 70~ tax-bracket 
limited partners. The general partner 
wou 1 d have the experience to put the de.al 
together. A 60 unit property would be 
purchased at $5,000 per unit or $300,000 , 
Capital for purchase and front-end costs 
would be r aised through financing and 
syndi cat ion o 

The property would be rehabilitat ed 
at a modest leve l-- $10 , 000 per unit--for 
a total of $600,000. Work would focus on 
energy conservation, common areas , and 
cosmetic repairs . The authors foresaw 
three financing scenarios for this 
development when the ir report wa s pub-
1 ished i n July, 1980, 

o City of Chicago 50/50 Multifamily 
Demonstration Program (CDBG) plus 
conventional financin g (at %11 ,5) . 

o Federal 312 low-interest financing 
(3 percent) . 

o Municipal Tax-exempt bond financing 
at 8%. 

Construction would take approximately 
l year. If possible, the authors 
emphasize that local labor should be used, 

After rehabilita t ion the property 
wou l d be operated a s a conventional 
rental project in most respects. "Ten-· 
ants would be required to pay rent 
promptly or face invnediate eviction." 
The unique part of this program is that 
tenants wou l d pay $10.00 per month 
(above rent) into an equity fund to be 
used 1 ater for the purchase of the bu i ·1 d­
ing. This amounts to $840 per tenant 
over seven years, or approximately 
$45,000 for the entire building (w ith 
vacancies , etc., included), Secondly, 
tenants would pay a "la rger- than usual 
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allowance for repair, the expenditure 
of which would be determined joint ly 
by tenants and management." This aJTJOunt , 
hov1ever , is unspecified by the authors, 
but would also be above contract rent. 
Th i s fund is needed to support over time 
the "minimum to rroderate" rehabilitation 
at the outset, 

The partnership would hold the prop­
erty for seven years. The authors ' fin ­
ancial projections suggest that invest ­
ors would receive competitive returns -­
in the range of 61% for this time 
period. 

After seven years the limited 
partnership would divest i tself of the 
project, The tenants, with their 
equity fund, would buy out the 25% 
interest of the gene ral partner ; the 
75 equity interest of the limited 
partners would be donated to a 501 (c) 3 
community organization. Again, the 
authors believe that the partnership 
wou ld receive adequate return from this 
sa l e and donation , and that this form 
of conveyance would enable a low- equity 
coop to be formed . By definition, a low 
equity coop r equi res a mini mal fee for 
membership. In fact , the equity fund 
accumulated over the years would be ad ­
equate for tenant membership fees. 

Toward Low-Income Coops: 

A Critique 

The housing development model con­
st ructed by Perkins and Hallet ra ises 
questions from three perspectives: 

o Are the technical components of 
this mode l-- financing, ownership, 
and tax strategies- -reasonable and 
tested, both ind ividually and in 
combination? 

o Who is l ike l y to benefit from the 
applicat ion of such a mode l? In 
part, beneficiaries will be def i ned 
by the economic circumstances re­
quired to make the technical com­
ponents wo r k. 

o Does this mode l work from the per­
spective of what has been learned 
about organizing cooperatives? 

Continued on next page 
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Hobby or Business? 

There is some concern among the ex­
perts that we have talked to abou t the 
impact of the "hobby clause" in the IRS 
Code . The hobby clause attempts to dis­
tinguish between those activities that 
are undertaken fo r profit- making business 
purposes , and those activities that are 
non- profitmaking in intent . Thi s dis ­
tinction may come into play with the 
Ha ll et and Perkins model, s ince investors 
are being asked at the beginning of the 
project to donate thei r equ ity to a 501 
(c) 3 organizat ion at a l ater dat e . Is 
this a business? 

Other aspects of the hobby clause are 
cause for cancer~. First , if the par­
ticular project experiences repeated cash 
flow losses , it again becomes suspect 
after a t ime. Business or tax dodge? 
Furthermore, our experts question whethe r 
1 imited partners will jeopard i ze their 
position (partnership, liability, and 
profitmak ing) if they decide at the time 
of the in i t ial investment that they wi 11 
dispose of their equity at agreed- upon 
terms, regardless of the interven ing 
marketplace changes. 

One accountant we spoke to told us 
that she had started to put together 
one deal that included the donation 
component, but had been approached by 
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the owner of the property and not a 
c:orrmunity o r ganization or tenants . More­
over , the specific project she dealt with 
was not at the inception stage; the 
owners were exploring ways to di spose of 
an ex isting project rather trying to 
financ ially structure a new one. This 
has been the conventional usage of the 
donation for neighborhood housing devel ­
•Opment. 

Anothe r accounting firm s uggested that 
there were ways a round or through the 
hobby clause. They believed that s ince 
rea l equity contr ibutions we r e be ing 
made by the li mited partners , appre­
ciation calculated, and cash flow dis ­
tributed, th is distinguished the dea l as 
profitmaking as opposed to schemes de­
s igned to create eternal losses o r ac­
tivities en tered into without intent to 
make a profit . They went so far as to 
say "Bring us a deal." 

Corrmunity organizations have used 
tax write-off potential associated with 
their 501 (c)3 s tatus to obtain donations 
of bui ldings and vacant land over the 
years . It is a proven financing dev ice. 
Perkins and Hallet att empt to extend the 
use of this method to a sophisticated 
rea l estate deal . We think the idea is 
worth pursuing, but suggest that com­
munity organizations proceed with 
caution and talk to their accountant 
and attorney. 

Two added notes. Perkins and Hallet 
mistakenly sugges t that the appreciation 
of the hous ing deve lopment can rece ive 
the same tax donation treatment as the 
initial project . Thi s is incorrect from 
the reading of relevant regulations 
by one of our consulting accountants. 
Not more than 50% of the appreciated 
value of the r ea l estate can b~ written 
off as a donation . This means that 
the ir current Investment scenarios 
over estimate returns from the tax write­
offs associated with the donation. 

A second problem. A lawyer we 
spoke to expr essed concern about the 
role of the 501 (c)3 o rganization . In 
part icula r, he questioned whether i t 
might be interpreted as a "dummy" 
corporation to prov ide a tax wrlte­
off, and then to pas s the property on 
to tenants . "Lots of people wou l d I ike 
to set up one of these," he sa id . 

Continued ·on nex t paqe 

33 



llOUS I :\G MOD ELS fOR SCJ\RC[ T Hll:S 
Conti nuL'rl from [JJ<Jl1 1 J 

This issue and Lhc long-te rm role 
of Lhc 501 (c)3 organization need~ 
c I a r i fi cat ion. 

Financing Issues 

Reaganom ic~ coupled with a r e­
structuring of local Chicaqo housing 
programs, is re su lting in fewer fin ­
ancing alternatives to provide rental 
or r ehab subsi dies . Of the three fin­
ancing scenarios projected by the auth­
ors, the firsl two, the 50/50 program 
and the 312 program, are not curren tl y 
available. The City of Chicago's p ro­
posed Housing Finance Program (Mortgage 
Bond) is 1 ikely to have an interest 
raLe of ll / ins tead of the 8/ projected 
in the authors' third scenar io. As we 
currently unde r s tand it, the ne"' mort­
gage bond program will be largel y 
focussec on 1-4 unit buildings . 

PROPOSED TAX CHANGES • 

On the tax fron t, the re ~re several 
l eg i s lative proposa l s in Cong ress that 
if passed would eliminate the use of 
acce le rated depreciation for low-income 
hous ing, and would reduce the max i mum 
personal income tax from 70 / to 50~ 
over a three year period. Both changes 
wou ld have the effect of reducing de­
mand for low-income hous ing investment s 
for tax shelters. 

These ch~nges and proposals have to 
be factored into the Perkins and Hallet 
model. Three effects are like ly: 

o Rehab costs and debt load will 
escalate; 

o Syndication or ease of syndication 
for unconventional deal s wil l be 
less lucrative and likely; and 

o The donation approach wi ll be less 
attractive. 

These problems are not unique to the 
Perkins and Hallet model; they affect 
the viability of all future housing 
development designed to bridge the 
affordabi lity gap. 

Who Benef i ts 

The hobby clause and the current 
political and economic climate make the 
Perkins and Hallet model questionable. 

34 

If we put these issues aside for the 
moment , though, and review their 
scenario on its own terms , it become s 
obvious that their title, Towards low 
Income Coops is a misnomer. And, ;n­
fact, they recognize this themselves, 
perhaps unconsciously, when they intro­
duce their paper, stating, "This 
paper seeks to demonstrate how the 
current tax laws can be utilized in 
thP ~s tablishment of low equity 

•ope ratives." Indeed, their model 
does produce low equity, not low­
income housing. 

Even without factoring in equity 
contributions and maintenance fees 
(and the latter is s ignif icant, the 
authors state), a rent of $3 10 per 
month for a 2 bedroom apartment i s re­
quired as of their wr i ting. Using 
25% of income as a standard housing 
allocation, this rent requires a family 
income of at least $15,000. This is 
above the median income level for a 
family of four in Chicago . This model 
does provide the opportunity for mod­
erate and middle income fami li es to 
buy into a co ll ective form of housing 
ownership which is cheape r than a 
standard home mo r tgage. But cost in­
creases and housing program cutbacks 
wi 11 probably price the housing 
created by this method out of the 
reach of low-income families. 

DEBT SERVICE HELD CONSTANl 

The significance of a low equity 
cooperative as a means of providing 
low-income housing i s that the single 
mortgage for all owners, and caps on 
equ ity appreciation, comb i ne to main­
tain the single largest component of 
monthly expenses- - debt service--at a 
constant level for the life of the mort­
gage. This advantage is lost in this 
model to some extent, because of the 
deferred ma intenance costs . There ex i sts 
the potential for these costs tc rise, 
(which wou ld triqqer an increase In 
mon thly payments) given that the coop 
did not start with a fu ll y rehabilitated 
property. 

A precursor of this pape r is 
in an a r t icle by Stephen Perk i ns 
for the Neighborhood Works. In this 
piece , tit 1 ed 11 Strategies to Conserve 
Housing: Section 8 Tenant Ownership'' 

Continued on neKt page 
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(Ne ighbo rhood Works, September 28 , 
1979, Vol. 2, #18), he a rgues aga inst 
the use of "deep subsidy" programs such 
as Section 8, and for the development 
of mo re moderate approaches to hous ing 
development and finance. We agree 
with this goal. However, while ident­
i fy ing some new financing app roaches , 
their "alternative" mode l rests on two 
important assumpti9ns: 

o Focus on moderate/midd l e income 
housing rathe r than low-income 
housing production; and 

o Housing rehab ilita tion in neigh­
borhoods with l a rge buildings 
of newer vintage and bet ter 
condit ions 

PERKIN'S VIEW ON TENANT HOUSING 

The mode l as exp li cated can only be 
used under cer ta in highly select ive 
conditions: neighborhoods with large, 
mu lt i-unit buildings, areas with ~uild­
ings in moderate l y decent shape that 
on1y requi re $10,000/un it of rehab to 
be habitable, areas whe re units of 
this cond i t ion sell for $5,000 per 
unit, and are occupied rather than un­
occupied. Anothe r key i ssue is pro­
ject size . How large does the project 
have to be to achieve the desired 
economic results? What are the s ize 
and location pa ramete r s that al low a 
coop to function s uccessfu lly as a 
socia l unit ? Pe rkins and Hall e t do 
not discuss where their mode l would 
wo rk in Chicago, or how it cou ld be 
adjusted to f it the c ircumstances 
of spec ific local housing ma r kets . 

Is This the Way to Set Up a Cooperati ve? 

Perkins and Hallet have developed 
a cooperat ive mode l which cal l s for 
li mited pa r t icipati on of tenants during 
the first seven years of the project. 
They are guaranteed in their lease tha t 
afte r 7 years they have the right to buy 
into the cooperative. During the pre­
ceding s ix year period, the tenants are 
supposed to learn management ski ll s and 
accumu l ate equ i ty . In particular, the 
authors earmark the allocation of the 
extra-ma i ntenance fees as a joint re­
sponsibi lity of tenants and management . 
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It seems to us that this waiting 
period before the cooperative is in 
full swing may be dysfuncti o~al for 
severa l reasons: 

o Duties and roles of tenants and 
management are unclear; 

o The excitement and commi tment in 
forming and ope rat ing a coop are 
put off-- making tenants wa it 
th rough six potentially tough 
years before collective owner­
sh ip beg ins; 

o The role of the conrnuni ty or­
organization or cooperative asso­
c iat ions i s not c lea rl y def ined; 

o Thi s app roach may be unnecessary 
given other cooperat ive mode l s, 
s uch as: 1 ease- back, mu tua 1 housing 
associations, and investor spon­
so red coops, that have a lready 
been developed. 

Management and membership partici ­
pation are often the most difficu l t 
aspects of coop housing to make wor k. 
Yet, they are a lso the most impor-
tant to the long-term s uccess of the 
cooperative. Defe rri ng the c reation 
of the coop for s ix years ca rries some 
socia l and organizational r i sks , such 
as the attrition of member interest and 
the hardening of a tenant/landlord 
menta lity among membe r s . We believe 
that the ear l ier the coop is estab­
lished, the more li kely i ts chances 
of success. 

On the othe r hand, the notion of 
a "tra ining period" fo r res idents 
of up to severa l years shou ld not be 
entire l y discounted. Severa l examples 
in Chicago a lone of joint ventures be­
tween not - fo r-profits and residents, 
wherein the residents onl y gradually 
assume control of the cooperative, 
have answered a legitimate and prac­
tical training need . 

"~GEMENT AND MEl-'BERSHIP PARTI­
CIPATION ARE OFTEN niE H)ST DIFFI­
CUJ.T ASPECTS OF CO-OP 1-0USING TO 
t-'AKE hORK, YET niEY ARE H)ST IM­
PORTANT TO •• , , soccess" 

Conti nued on next page 

35 



~USI NG roDELS FOR SCARCE TI~'ES 
Continued from p<:1gc 35 

An interestiing model that might 
possibly be combined with the Perkins 
and Hallet approach i s the lease-back 
coop . This model uses syndication for 
equ i ty, but has a coop involved from 
the outset. In the lease- back, a not­
for-prof it cooperative associat ion 
buys a building and sells it to a lim­
ited partnersh i p . Alternatively, a 
li mited partnership i s set up to de­
velop housing. In eithe r case, the 
cooperative participates as a general 
partner in the project, with at lea s t 
one other general partner and li mited 
partners. The partnership deve lop s the 
housing and then leases it back to the 
coop on a comme rcial net l ease basis, 
in which the cooperative has al l f i n­
ancia l and management rcspons ibil iti es . 
The coop has an option to buy the pro­
perty from the pa r tnership after a 
specified amount of time . It i s quite 
possible that the donat ion of equ ity 
idea could be comb i ned with the lease­
back coop mode l to p rodu ce an even mo re 
wo rkable coope rative structu re . A case 
s tudy of the ijease-back coop in Washing­
ton D.C. i s available from the National 
Consumer Cooperative Bank . 

Conclus ion 

Cushing Dolbeare of the Nat ional Low 
Income Housing Coal iti on stated recent l y 
at a Chicago hous i ng sess ion that "afford­
abil ity'1 is the critical i ss ue for low­
income familie s in the years ahead. The 
housing gap grows . The difference be­
tween what i t costs to produce qua lity 
housing and what peop le can afford to 
pay will become larger as interest rates 
remain high and government housing 
programs are scaled down. Perkins and 
Ha l let have constructed a housing model 
which combines housing syndication, equity 
donations, low-equity coops, moderate 
rehab, and moderate-income residents . 
It is.a model that has much merit and 
deserves further scrut iny and exper-

.Jmentat ion. Although stimu lat i ng in 
this regard, the authors seem to have 
bridged the affordability gap by omit­
ting those low-income persons most in 
need of housing. 

36 

--Bob Giloth and Bob Brehm 
READER COMMENTS ARE ENCOURAGED 

NEED CLUES ! 
Researchers at the Center for Urban 

Eco~om~c Development at the University of 
11 11no1s at Chicago Circle are developing 
a manual for community organizations on 
how to research real estate in Chicago . 
As part of this endeavor, they are 
attempting to compile case studies of 
property research and community action, 
and approaches to the interpretation 
and use of real estate research. 

They would appreciate any ideas, 
cases, or clues on this type of research ­
in Chicago or from across the country . 
Call Pat Wright at (312) 996- 2153 

CD-OP BANK OPENS REGICT~N... OFFICE 

The National Consumer Cooperative 
Bank has opened it's eighth regional 
office in Detroit Michigan. The Great 
Lakes Regional Office will serve Ohio, 
Indiana, Michigan and Illinois. The 
Ill i nois and Chicago area will be 
served by Bank field representative 
Kaye Gregg who is sharing off i ce space 
with the Chicago P-ehab Network, 53 W. 
Jackson, Suite 603, (312) 663-3~336. 

For most purposes the local off ice 
wil l be the direct line of contact for 
organizations interested in utilizing 
the Co-op Bank. Loan applications, 
technical assistance appl ications and 
general inquiries should be channeled 
through the Chicago office. 
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DROP IN ON POLZ 
BEATING THE BUSH (AND REAG'N LEAVES) 

--He nry Polz 

Emissaries from the Gipper are mak­
ing the rounds. Now that the cuts are 
cut , it's time for policy-debate and 
good w i 11. 

Thus, on Friday, May 15, a select 
group of neighborhood advocates, 
brokers, technic ians, and free-
floaters gathered atop Continental Bank, 
at the personal invitation of Mr . 
Perkins (the president), to harvest 
the quips and co in of Don Hovde, 
Undersecretary at HUD-- the second in 
command . 

The folk dressed up, polished thei r 
sneakers, and formulated provocative 
quest ions . 

Monsignor Baroni had also convened 
neighborhood- types on the last go­
around , but not at banks-- the home 
of redlining . Rather, they met at 
the Conrad Hilton and other liberal 
liangouts . 

It takes you back. 

Remember the afterglow of Jimmie ' s 
triumph . The early days: before the 
vagabond sideshow called the National 
Commission on Neighborhoods; before . 
the 11revo 1 ut i ona ry" Neighborhood Self­
He l p Development Grant Program; and 
certainly before the final Carter 
urban po l icy statement wh ich pre­
d icted the demise (and dismant li ng) 
of northern industrial cities . There 
were great expectations in those 
hours. 

With Reagan, however , it ' s the 20th 
floor of the third largest bank in the 
country. And premonitions. 

The Hovde get-together started wi th 
a frontier allegory . Once upon a time 
there was a boy. One day he went to 
a soda founta in with some friends. 
They bought Ice cream cones but he got 
a pop. While they ~ l urped he gulped--and 
then bought his own cone. And so de­
veloped Don Hovde. 

Another "good o 11 boy" story fo 1-
lowed. Don has pursued public office 
with determination, if not success. 
First , he ran for sheriff and lost; then 
he ran for another vacant spot and lost ; 
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.. ... . 
". 

and finally, he ran for something or 
other and lost. Don has the requ isate 
losing exper ience that we need in 
Washington . Right? 

Question and avo idance ensued . Don 
tagged one neighborhood developer's 
statement a "commerc ial." Subs idies 
we re pooh- poohed and private sector 
initiat ives ba 11 y-hoohed. 11The budget 
i s in bad shape • • • " 

And facts too: this cost and that 
program, this benefit and that price. 
Litt l e actua ll y was sa id, however, ex­
cept that , indeed, there would be less, 
and that less was right. 

Faces were drawn as people l eft. 
Much ~ad been omitted. 

"If we can gua rantee adequate profits 
for the private sector, we can cut gov­
ernment waste and get something done," 
a bank officer refrained. "We banks 
have never wanted government involve­
ment." 

Afte rwards, the reactions varied. 
"M3ybe he's right," one pol icy-analyst 
observ1~d over cockta i ls. "Let ' s adm i t 
the waste , " he added , bar ing his soul . 

Others , per haps most, were frus ­
trated. They would have to fight to 
keep ptrojects al Ive, and cl imb to 
the 20th floo r on occasion. 

Could one do otherwise? 
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MAY 2ND TENAN"T MEET CALLS FOR UNITY 
Janet Davis 

State Representative, Carol Mosley 
Braun, in her opening remarks at t he 
Chicago Citywide Tenants Conference 
stressed that unity does exist in the 
housing movement. '!Judging by the wi de 
range of participant s at the conference 
here today signifies that there is hope:• 
she said. Ms. Braun made reference to 
the historic British lega l document, The 
Magna Charta, (on vi ew at the ti me in 
Chicago) which delineated liberties 
granted in England in 1215 A.O. "Of par­
ticular interes t", accord ing to th1e 
State Representative, "is the fact that 
tenant/lancllord relationships have 
changed very I i tl le s i nee then" . 

The Conference , sponso red by The 
Housing Agenda, addressed the housing 
needs and problems affecting the poor 
of Chicago. The un ity and camaraderie 
witnessed at the mce ti n9 ~ef l ected the 
fact that the young and old, men and 
women, Blacks, Whites , and Latinos in 
Chicago, are demanding that their basic 
housing needs be met and are struggling 
together to clai m those hoJsing rights. 

The day was divided into two sessions. 
The morning sess ion included workshops 
on: "Organizing Your Building; How to 
Enforce the Building Code";and 11what are 
The Lega l Right s of Tenants." 

The workshop on "Affordable Houising 
Methods-Low CosL Rd1ab and Limited! Equity 
Co-ops' 1 con due ted by E 11 i o t t Powe 11 and 
Bil l Go ldman of The Chicago Rehab Net­
work, gave neighborhood group represen­
tatives and individuals an overview of 
the remaining resources availab le for 
low-cost rehab. In addition, the need for 
energy conservation ~nd low cost con­
struction were discussed in this work­
shop. 

The speaker during the luncheon 
session was Alderman David Orr, who 
managed to keep interests levels high in 
his di scussion of "Chicago: the Condo 
King (Queen) Ci ty. 11 He further a i ded 
participants' digestive processes when 
he reca ll ed housing-related sta tements 
made by candida te Jane Byrne who once 
supported the Fair Rent Comm i ssion. 
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Alderman Orr concluded his speech by 
noting that Chicago has a strong real 
e s tate lobby and insensitive politicians. 

John Atlas, from the New Jersey 
Tenants Organization and National Tenants 
Union opened the afternoon session with 
"Making the Transition from Organizing 
Buildings to Becoming a Citywide Force." 
He offered strategic organizational mo­
dels that could be adapted for use in 
major metropolitan areas nation-wide, 
where most of the nation is in the 
"m id s t of the worse housing crisis s ince 
the depress ion". 

Afternoon sess ions included workshops 
on: "A Chicago Citywide Tenants Move­
ment? How and What"; "Expanding The Le­
gal Rights of Tenants"; and a special 
Spanish language workshop: "Organizing 
to Enforce Your Rights as Tenants." 

The major speake r of the conference 
at the close of the afternoon session 
was Congressman Harold Washington, of 
the First Congressional District. Con­
gressr.ian Washington's speech "Bu ilding 
a Chicago Tenants Movement i n the 
1980' s", is i ndicat ive of the Congress­
man's sens itivity and commi tment to the 
people of Chicago in the quest to find 
a solution to c lose the low-income hous ­
ing gap . 

One observe r noted "a Cityw i de Ten­
ants Conference should also include land­
lords and property managers to not only 
present their point of view, but also to 
provide input as to how an effective solu­
tion can be formulated. Afterall, they 
are part of the prob l em, why not invite 
their input in finding a solution" . 

rn conclusion, the Citywide Tenants 
Conference was an important step in 
providing a forum for the peop le of 
Ch i cago to come together in the fight 
for the right to live in decent afford­
able housing. 
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Cll'fWIII TEN.t#fS ~FERB~CE: 
(A PERSONAL. VIEW) 

--Janet Davis 

"Power to the people"! No, we're 
not reminiscing about the 60's , an era 
hot with issues and controversy concern­
ing basic human rights. Instead, we're 
approaching the 21st century and the con­
troversy over basic human rights has not 
been reso l ved". 

These are the words of State Repre­
sentat l ve Caro·l Mosley Braun at the Chi­
cago Ci tywide Tenants Conference held 
May 2, 1981, at the Chicago Kent College 
of Law . 

The most d i sturb i ng issue rai sed at 
this conference, however, is the same 
concerns over decent housing, availa­
bility of jobs, and accessibility to 
educat ion (bas ic human rights we thought 
had been guaranteed to the people a de­
cade ago) have a real chance of being 
rescinded In the 80 1 s. 

A solut ion i s at hand . There is a 
method that the people of Chicago must 
use to insure that decent housing is 
made available to al l. ORGANIZE-\~ith 
or ganizing comes the revelation that 
the power--the political power-- in the 
city of Chicago i s at the fingertips of 
those most in need . 

The process to insure that equal 
tenant/landlord rights/responsibiliti es 
legislation mater ial i zes can begin a·t 
the loca l community level. Community 
organizations must make needs known to 
the Alderman and to the Representatives 
in Ill inois who have the capacity and 
the ab i lity to make decisions regarding 
fa i r hous ing tenant laws . Afterall, 
tenant votes he l ped to put the politi ­
cians in office, tenant votes can also 
take the politicians out of office. 
Yet our activities need not be conf ined 
to the bal lot box. 

The time for mass grass roots action 
is now ! Ther e is something that can be 
done: Influence the political process 
through organization of church groups, 
block clubs, school committees, etc., by 
se lect ing representatives who are tru ly 
reflective of their constituency, and 
through ongoing po l it i cal educaton. 

The time fo r solidar i ty and organiza­
tion ls at hand . Power to the People 
lends i tse l f to the realization that 
POWER IS THE PEOPLE! 
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CIURRENT LEGAL RIGHTS 
OF CHICAGO'S TENANTS 
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TENANTS: THIS IS NOT ENOUG H! 
• W~ thholding part of a months rent 
does not guarantee that the landlord 
wi l l make the necessary repairs and 
i mp1rovements. Unfortunate 1 y more of ten 
a tenant i s ser ved wi th an ev ict ion 
noti ce for vio lation of h i s/her l ease . 

'What about the quest ion of economic 
disc r imination? 

Are all tenants made aware of their 
l egal rights when they sign the i r 
l ease? 

• But a landlor d can make things so 
uncomfortab l e; for example, rai s ing 
the rent so that t he tenant must look 
for other housing because he can no 
longer afford to li ve in the same 
apartment. 

• There are some landlords who may be 
months behi nd in ut il ity b il ls and 
i f t he tenant pays the landlord's 
b ill is not the l and l ord vio l ating 
his port ion of the contract. 

• In add i t ion to 120 days notice of 
convers ion, a tenant shoul d rece ive 
relocation ass i stance, especial ly in 
areas experi encina aentri f icat ion. 
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SWEAT-EQUITY COOPERATIVE UNDERWAY IN SOUTH SHORE 
The closing documents are all signed; 

contracts have been let; and the s weat ­
equity co- operators have begun their 
work alongside e xperienced tradespeople 
as the rehab project at 7011 - 19 south 
Merrill moves into its heavy summer 
construction phase . Sponsored b y The 

_Neighborhood Institute's South Shore 
Housing Center, the Genesis Coopera ­
tive will result in 22 units of new 
housing for low ~nd moderate incon~ 
families later this year . 
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