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Content

▶ Chicago’s housing authority began reducing its stock of public housing
during the 1990s and targeted some buildings with poor
maintenance for demolition while leaving nearby buildings
untouched.

▶ Forced low-income households to relocate to less disadvantaged
neighborhoods using housing vouchers.

▶ Compares the young adult outcomes of displaced and
non-displaced children from the same public housing development.

▶ Because these two groups of children and their households were
similar before the demolition, differences in long-run
outcomes can be attributed to neighborhood relocation.

▶ Displaced children: more likely to be employed, earn more in young
adulthood, have fewer violent crime arrests, at young ages have lower
high school dropout rates.
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History of Public Housing Demolition in
Chicago
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I. History of Public Housing Demolition in Chicago
▶ The Chicago Housing Authority (CHA) owned and managed 17 housing

developments (“projects”), consisted of a collection of apartment
buildings (many have high-rise structures with 75 to 150 units).

▶ Low-income households were eligible to live in public housing if their
income was at or below 50 percent of Chicago’s median income (eligible
families typically spent years on waiting lists and usually accepted the
first public housing unit that was offered to them).

▶ To address maintenance issues (pipes burst,flooding heating systems, harsh
winter weather, ...), authorities laid plans to replace project-based
housing assistance with vouchers and gradually eliminate public
housing through building demolition.

▶ Provided Section 8 housing vouchers to displaced residents which
allowed recipients to rent housing on the private market.

▶ Or provided option of transfering to another unit in their current
project or another unit in a different CHA project.

▶ Vouchers should not mechanically affect the income of assisted
households because the program and rent rules for vouchers and
project-based assistance were similar.
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Expected Effects of Demolition on
Children
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II. Expected Effects of Demolition on Children

▶ One possibility is that displaced households used their vouchers to move to
lower-poverty neighborhoods. Children may benefit because:

▶ Affiuent adults serve as role models.
▶ Expose to higher-income peers and provide job information.
▶ Provide displaced parents with better access to job-finding networks,

more likely to work and invest in goods that promote child
development.

▶ Another way demolition and relocation may affect children is through
changes in the quality of schooling.

▶ Better teachers and smaller classes generates notable gains.
▶ Access to better school.

▶ Finally, even if their households did not relocate to less disadvantaged
neighborhoods — physical design and density of public housing
projects fosters criminal and other negative behavior.
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Data Sources and Sample Construction
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III. Data Sources and Sample Construction

Data Sources:

▶ Building records from the CHA

▶ Social assistance (i.e., TANF/AFDC, Food Stamps, and Medicaid)
case files (1994–1997) from the Illinois Department of Human Services
(IDHS).

▶ Unemployment insurance wage records (1995–2009) from the (IDES)

▶ Comprehensive arrest records (up to 2009) from the Illinois State
Police (ISP)

▶ IDHS assistance files (1989–2009)

▶ Records from the Chicago Public Schools (CPS) and the National
Student Clearinghouse (NSC)
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A. Sample of Public Housing Buildings

▶ During the initial wave of housing demolitions in 1995–1998.

▶ Contains 53 high-rise buildings located in 7 projects.

▶ 20 demolished (treated) buildings and 33 comparison (control) group
buildings that did not close during the 1995–2000 period.

B. Linking Households to the Public Housing System

▶ Rely on social assistance records that provide exact street addresses for
welfare recipients, matching a building in the public housing project sample
in the year prior to building closure for demolition.

▶ Sample definition is unrelated to any impact of displacement on public
assistance participation.

▶ Assistance data contain 5,676 adult recipients who lived in public housing in
the year before building closure.



12/33

History of Public Housing Demolition in Chicago Expected Effects of Demolition on Children Data Sources and Sample Construction Empirical Approach Main Results Mediating Mechanisms Discussion and Comparison with Previous Studies & Cost-Benefit Analysis Conclusion & Discussion

▶ Focus on children who were age 7-18 in the year of demolition. With this
sample, I observe adult (age > 18) outcomes for at least 3 years and at
most 14 years for each child.

▶ 1995—>age 18,2009—>age 18+14=32; 1995—>age 7,2009—>age 7+14=21)

▶ The final sample comprises 5,250 children from 2,767 households.

▶ A panel at the person-year level, which covers the period from
displacement to 2009 (the last year of my administrative data on labor
market and welfare outcomes). The number of observations per individual is
determined by the displacement date.

▶ Merge this panel with administrative data on labor market outcomes,
social assistance receipt, and criminal arrests.
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Empirical Approach
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IV. Empirical Approach
▶ Compares children who lived in buildings selected for demolition to their

counterparts living in non-demolished buildings.

Yit = α+ βDb(i) + ψp(i) + ϵit,

▶ i is an individual and t represents years. b(i) and p(i) are the building and
project for individual i.

▶ ψp(i) is a set of project fixed effects.

▶ Db(i) = 1 if an individual lived in a building slated for demolition.

▶ β represents the net impact of relocation due to demolition on
children’s outcomes (capture effects of changing the form of housing
assistance, vouchers to public housing assistance).

▶ Cluster standard errors at the building level.

▶ The validity of design depends on whether the selection of buildings for
demolition was uncorrelated with characteristics of children living in
public housing.

▶ Examine characteristics measured in the (baseline) year prior to building
closure for demolition.
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The Effect of Moving Out of Project-Based Public Housing:

▶ Using building demolition as an IV. These results represent the
“dose effect” of spending an additional year in high-rise
public housing, interest to policymakers.

▶ Two-stage least squares system (2SLS):

Pi = γ + τDb(i) + ψp(i) + ηit,

Yit = π + θPi + ψp(i) + ϵit,

▶ Pi is the number of years spent living in project-based public housing
(including the period prior to demolition).

▶ OLS estimates of equation (3) will be biased because households
selectively participate in public housing.The demolition setting
address this issue.
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Testing for Attrition and Spatial Spillovers:

▶ Missing data problem: displaced children are more likely to move
out of state. An individual who moves out of state will have zero
earnings in the Illinois data even if they are working in their new state
of residence.

▶ follow Grogger (2013) and use terminal runs of zeros to measure
permanent out-of-jurisdiction attrition. (no evidence)

▶ Spatial spillovers stemming from demolition. Control group of
non-displaced children could be affected by the demolition of
neighboring buildings and the relocation of their peers.

▶ Additional indicators for living in a comparison group building that
is immediately adjacent to a demolition building. (no evidence)
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Main Results
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A. Effects of Demolition on Household Location
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B. Effects on Labor Market Activity
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C. Effects on Social Assistance and Crime
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D. Effects by Subgroup
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E. The Impact of Living in Public Housing on Labor
Market Outcomes
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Mediating Mechanisms
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VI. Mediating Mechanisms
Why does demolition have a large impact on the young adult labor market
outcomes of children? —— parents invest, living in less crime neighborhood，
affecting schooling
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Discussion and Comparison with Previous
Studies & Cost-Benefit Analysis
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Discussion and Comparison with Previous Studies
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Cost-Benefit Analysis

▶ Relocating children from public housing generates a high rate of
return on investment, since the value of increased lifetime earnings
is about $24,000 for a family with two children and the main cost
comes from moving expenses which are most likely around $1,100
per family.

▶ Government would gain about $1,300 (= $24,000 × 0.10 - $1,100) per
family.
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Conclusion & Discussion
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Conclusion & Discussion

Conclusion:

▶ Provides the first evidence on the long-run causal impacts of
demolition and relocation for children who lived in severely distressed
public housing.

▶ children displaced by public housing demolition have notably better
labor market outcomes measured in early adulthood compared with
their non-displaced peers.

▶ There are larger positive impacts for children who were young (age 7
to 12) when they moved.

▶ Likely yield a net gain for government budgets.

Discussion:

▶ Data merge and subsample discussion.

▶ Solution to bias.

▶ Comparison with other projects.
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