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In New York City where luxury abounds, 
modern mass homelessness has become 
a grim reality of untold proportions. 
Homelessness is not an intractable 

social phenomenon. It therefore becomes 
necessary to unpack some of the complexities 
surrounding this critical situation, marred by 
overlapping failures that include a severe 
lack of affordable housing and the need to 
mandate living wages.

 New York City is legally mandated to 
provide shelter to homeless families with 
children, and homeless single adult men 
and women, pursuant to the New York 
State Constitution1, the New York State 
Social Services Laws2, the New York City 
Charter3, and prior court judgments, orders 
and decrees: in 1979 for homeless men 
(Callahan v. Carey4); in 1982 for homeless 
women (Eldredge v. Koch5); and after 25 
years of litigation, in 2008 for homeless 
families (Boston v. City of New York6). The 
legal right to shelter for homeless families 
was extremely hard won, reflecting over two 
decades of litigation, spanning four City 
administrations and over 40 court orders 
stemming from the 1983 lawsuit McCain 
v Koch7. The 2008 settlement lifted all 
previous court orders with a final judgment 
establishing a permanent right to shelter for 
homeless families. When the settlement was 
finally reached, Mayor Michael Bloomberg 
said it marked “the beginning of a new era…
[in which]…we can all move forward in our 
shared commitment to effectively meet the 
needs of homeless families”.8  

 Despite such aspirational words, by any 
measure the Bloomberg administration’s 
approach to homelessness, including the 
Mayor’s 2004 five-year plan to reduce 
homelessness has failed. Over Labor 
Day weekend, 49,753 people, of whom 
72 percent are families with children, an 
astounding 21,325 children that is, went to 
bed in an emergency shelter.9  In 2012, actual 
expenditures recorded for the New York City 
Department of Homeless Services (DHS) 
amounted to $900.5 million, including $360 
million in City funds.10  Costs will likely 
soon reach the $1 billion mark. 

 Since 2002, the number of homeless 
people sleeping in municipal shelters in New 
York City has increased by a staggering 61 
percent and the number of homeless families 
has risen by 73 percent11.  Evidence suggests 
the City’s homeless policy has impacted 
these outcomes. In the midst of announcing 
its plan to reduce homelessness, the City 
proceeded to cut off homeless families and 
individuals from a longstanding priority for 
federal housing programs like the Section 
8 voucher program and public housing 
administered locally by the New York 
City Public Housing Authority (NYCHA). 
The City adopted a two-stage procedure 

to eliminate priority placement for federal 
housing aid: 

(1) In October 2004 the New York 
City Department of Homeless Services 
halted referrals of homeless families 
to the top priority category for waiting 
lists administered by the New York City 
Housing Authority for the Section 8 
voucher program and public housing; 
and (2) in 2005 the New York City 
Housing Authority reduced the priority 
classification for homeless people 
who submitted applications for both 

Federal housing programs – effectively 
removing homeless New Yorkers from 
the so-called “emergency category”.12 

However, empirical research aimed 
at examining risks of reentry for 

homeless families continues to demonstrate 
the unparalleled effectiveness of federal 
housing programs and similar long-term 
housing assistance. A study by Wong et al. 
(1997) found that homeless families that exit 
to subsidized housing have the lowest rates 
of shelter reentry.13  In particular, families 
discharged to NYCHA apartments, largely 

considered to be the most desirable housing 
placements, were 18 percent less likely 
as “on their own” exits to get readmitted, 
further suggesting that the quality of housing 
placement strongly influences the risk of a 
return shelter stay. 

 In 2005, a comprehensive study was 
commissioned by the City, specifically DHS, 
the New York City Department of Housing 
Preservation and Development, the NYCHA 
and the Office of the Mayor in order to better 
understand why families become homeless, 
and rates of reentry into shelters. Building 
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upon earlier studies, the Vera Institute’s 
findings indicate that:

[S]ubsidized housing provides the best 
protection against shelter return. Exit to 
subsidized housing delays shelter reentry 
much more effectively than exit to one’s 
own housing, to unknown arrangements, 
or anywhere else. In 1994, for example, 
out of 100 families who exited shelter, 
only 26 returned within ten years. This 
finding is in agreement with the findings 
of Wong et al. (1997)14, and indicates 
that DHS and other city agencies should 
continue to make a concerted effort to 
place families in subsidized housing at 
shelter exit.15   

The study further recommended that 
City agencies should make every effort 

to reduce the number of families exiting to 
unknown arrangements. Within two years, 
one-third of these families have returned, 
demonstrating the riskiest proposition; 
within ten years, over half are back in the 
shelter system. Alternatively, while exiting 
to one’s own housing is less risky, these 
families still return faster and with greater 
frequency than those exiting to subsidized 
housing. The study recommended that efforts 
should be made to prevent these families 
from reentering shelter. 

 The value of such research suggests 
concrete directions the City ought to take to 
reduce family homelessness, prevent high 
rates of reentry and ensure that these families 
remain stably housed. The shelter otherwise 
becomes tantamount to a revolving door. To 

Specifically, there will be a substantial 
increase in shelter costs, which we 
estimate to be $133 million’.17 

Meanwhile, the City maintained that 
it had not intended to enter into a 

contractual obligation with either the tenants 
or the landlords to pay rental assistance. The 
plaintiffs lost and lost again on appeal. The 
plaintiffs did succeed in obtaining a trial 
court stay and ensuing Appellate Division 
preliminary injunction, requiring the City 
to continue to pay the rent subsidies up until 
January 2012 at a cost of $115 million.18 
At that point, there were 8,000 plaintiffs 
still covered under the two-year limit of 
the program. A remarkable effort before 

the courts that prolonged the rent subsidies 
for ten more months, as compared to the 
unconscionable immediate cancellation of 
the program the City would have otherwise 
undertaken.

 Commenting on the City’s current 
homeless policy, Patrick Markee, a senior 
policy analyst for the Coalition for the 
Homeless said:

The crisis that’s causing the city to 
open so many new shelters is mostly of 
the mayor’s own making…Instead of 
moving families out of shelters and into 
permanent housing, as previous mayors 
did, the city is now paying millions 

to landlords with a checkered past of 
harassing low-income tenants and failing 
to address hazardous conditions.19 

According to the New York City Charter, 
DHS is tasked with, amongst other 

responsibilities, providing short-term, 
emergency shelter for people who have no 
other housing options available.

 As a result of multiple audits in 2003, 
2010 and 2011 conducted on the agency 
by the City Comptroller20, DHS has been 
mired in questionable practices of backroom 
handshake deals, paying non-contracted 
providers and landlords for exorbitant “per 
diem” arrangements21  brought on by lack of 

planning, covert siting practices, and weak 
monitoring and accountability. 

 In a 2009 lawsuit, Westchester Square 
v. DHS22, local residents challenged the 
legality of establishing a per diem shelter on 
an “emergency” basis and paying for those 
services without going through required 
public procurement processes. Wright J. 
originally held in favor of DHS, but then 
reopened the case after discovering the agency 
had subsequently contracted the landlord, 
again circumventing established procedures. 
On May 31, 2013, Wright J. ruled against the 
City, stating, “[i]n essence, the Department 
of Homeless Services has made itself a little 

like a CIA black op, spending unbudgeted 
funds without apparent restraint”.23  During 
this time, the results of a 2010 audit came 
to light whereby New York City Comptroller 
John C. Liu announced, “DHS paid out 
millions of dollars ($152.7 million in FY08) 
to non-contracted service providers based on 
an “honor system” of unwritten agreements, 
invented rates and duplicate clients lists”.24 

compound already dire circumstances, for 
the first time since modern homelessness 
began over three decades ago, the City 
now provides no plan, no program to help 
homeless people move from shelters to 
permanent stable housing. 

 The turning point came on March 17, 2011, 
when the City announced the cancellation 
of the Advantage program, informing 
participants that their rent subsidies would 
end as of April 1, 2011. Apparently the State 
withdrew its funding, which in turn lapsed 
federal funds, prompting the City’s decision 
to give less than two-weeks notice to 15,000 
formerly homeless families and individuals 
now on the hook for the full amount of their 
leases. 

 In Zheng v. City of New York16, advocates 
for the homeless unsuccessfully sued the 
City to force it to continue its obligations 
to existing participants, given that under the 
program, it agreed to pay so-called guaranteed 
Advantage rent subsidies to their landlords 
for one year, up to a maximum of two years. 
On appeal before the Appellate Division, the 
City found itself in the unpalatable position 
of having to admit:

[I]t is cheaper to fund Advantage than 
to house plaintiffs in the shelters…[and 
that]…terminating Advantage ‘will 
cost the City and State more money 
than is currently spent on the subsidy. 

 Mayor Bloomberg’s inaction to hold 
DHS to account, an agency for which he 
is responsible, compounds the extent of 
mismanagement he has allowed under his 
watch.  

 When DHS Commissioner Robert V. 
Hess resigned in 2010, he went on to become 
the CEO of non-profit Aguila, Inc. providing 
services under both formal written contracts 
and unwritten or handshake agreements with 
DHS. Aguila is a key provider in cluster-
site shelters throughout the City where 
homeless and regular-paying tenants reside 
in the same building, with DHS paying out 
huge cash payments for rent and services 
(more than $3,000 per unit per month) as 
a continued stop gap measure to solve the 
shelter shortage crisis. 

 Aguila is currently the subject of a follow-
up audit being conducted by the Comptroller’s 
Office after auditors in 2011 determined that 
DHS should recoup $913,949 from Aguila 
related to improper expenditures.25  The audit 
also found that “DHS did not effectively 
monitor Aguila’s operational performance 
to ensure that Aguila housed clients in safe 
and sanitary conditions and transitioned its 
clients to permanent housing in a timely 
manner”.26  Aguila has since merged with 
Housing Solutions USA where Hess is now 
CEO. 

 The continued use of private landlords 
to house the homeless in the midst of two 
ill-fated local rent subsidy programs, the 
abandoned Housing Stability Plus program 
(2005-2007) and the Advantage program 
(2007-2011), has been justified by the City’s 
policy (dating back to 2004) to eliminate 
homeless families’ longstanding priority 
for scarce Federal housing assistance due 
to long waiting lists. It would seem a rather 
circuitous argument to claim impunity for 
such glaring inefficiencies given that lack of 
planning and failed policy has been auctioned 
at the highest price. 

 The City’s policy to eliminate federal 
housing priority, coupled with the federal 
funding crisis facing NYCHA came to light 
in the Zheng case. The trial court rejected the 
plaintiff’s collateral argument that they gave 
up other available housing and programs 
to participate in the Advantage program. 
Drawing on testimony based on delays in the 
availability of Section 8 housing, Gische J. 
observed: 

 In the past section 8 was always subject 
to long waiting lists. In the beginning of 
2010, it became virtually unavailable, 
due to severe budget cutbacks.  As 
a broad policy, DHS decided that it 
could not fund new vouchers for rental 
packages which had not been completed 
by December 10, 2009 and approved by 
December 31, 2009.27 

. . . for the first time since 
modern homelessness began 
over three decades ago, the 
City now provides no plan, 
no program to help homeless 
people move from shelters to 
permanent stable housing.

. . . lack of planning and failed 
policy has been auctioned at 
the highest price. 
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Indeed, NYCHA continues to face Section  
8 funding crisis with waiting lists that 

continue to grow unabated. In June 2013, 
NYCHA announced that it was facing drastic 
budget cuts as a result of having to sustain a 
$205 million decrease in federal funding.28  
The City has agreed to kick in $58 million 
for NYCHA to stave off most of the 500 
threatened layoffs. However, tenants under 
the Section 8 program will likely face the 
stark reality of rent increases if alternative 
funding resources aren’t realized. 

 On average, NYCHA pays $800 per 
month for each Section 8 voucher. However, 
it costs $3,000 per month comprised of City, 
State and Federal sources to keep families in 
a homeless shelter.29  One family’s long-term 
emergency shelter is therefore equivalent 
to several years of a housing subsidy for 
that family, or comparable to providing 
three or more families with such a subsidy 
for a full year. If current resources for the 
homeless were thus reinvested, involving the 
collaboration of the City, State and Federal 
governments, many more households could 
be served, or at the very least, the same 
number of households could be served for 
much longer periods in more normalized 
settings. 

 It becomes all the more salient that in May 
2013, the City Comptroller recommended 
the proposed Strong Families Rental Voucher 
Program that would save $237.5 million 
annually, of that amount, $205.9 million in 
federal funding.30 Ironically, this is precisely 
the amount of federal funding cuts facing 
NYCHA. The program proposes the creation 
of housing vouchers in the form of local rent 
subsidies for up to 10,000 families living in 
the City’s shelters. Modeled after Section 
8 vouchers, the program would cost about 
$11,000 per year, compared to the current per 

family cost of approximately $35,000. The 
voucher would be renewable for a maximum 
of five years, which is considerably longer 
than the cancelled two year Advantage 
program. 

 The City’s homeless policy on a go forward 
basis requires a commitment to reinvest 
resources and to create plans and programs 
that emulate what empirical research has 
demonstrated offers the best possible chance 
for long-term housing stability. The potential 
for innovative cost-sharing mechanisms 
across City departments and agencies 
ought to maximize the efficiency of current 
available resources and funding and the 
creation of alternative revenue streams. This 
would require the breaking down of silos 
across government entities and collective 
efforts across different levels of government 
to facilitate sustainable solutions towards 
alleviating the current crisis of modern mass 
homelessness. 
 

 These and many other practical and 
innovative efforts in New York City could 
tangibly mark the beginning of a new era, 
to move forward in a shared commitment 
to effectively meet the needs of homeless 
people.
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