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Introduction

My remarks are focused on three interrelated issues, which taken together could form the basis for a position by the Commission. The first is to differentiate between “Public Housing” as a program and “Local Housing Authorities” as a network of administrative providers. The second is to focus on the problematic nature of the “Public Housing Program,” as it exists currently. The third is a recommendation on expanding the scope of activities undertaken by local housing authorities generally. The three points are distinct and may be considered independently from each other; taken together, they form the basis for a fundamental rethinking of local public efforts to house the poor.

I. Differentiation between the federal “public housing program” and “local housing authorities.”

“Public Housing” is a particular, discrete federally funded program administered primarily by “Local Housing Authorities” (LHA). The Public Housing Program was designed by the federal government initially in the 1930’s. It is authorized by the Congress and administered by HUD. The program’s rules are established either by statute (Congress) or by regulation (HUD); the rules are many and are subject to centralized, autocratic change at any time.

A ”Local Housing Authority” (LHA) is, in each case, a public corporate body established by particular state law. As such, an LHA may engage in any activity for which it is authorized by its own particular state authorizing legislation. An LHA is, therefore, not restricted necessarily to the traditional federal housing programs, Public Housing and Section 8. 

There is a common misunderstanding that LHA’s may do only Public Housing; indeed, the overwhelming majority of LHA’s have done only the federally funded Public Housing and Section 8 programs. And many LHA’s simply do not think of themselves beyond the realm of the traditional programs. However, in every state the authorizing language allows LHA’s to become involved in activities broadly and generally described as “low and moderate income housing.” In no case does a state restrict an LHA legally to “Public Housing” only. Also, the enabling legislation varies significantly among the states and many states allow far reaching LHA activities. The more progressive states, such as Virginia, Maryland, Tennessee, Minnesota, Washington, Oregon and California, allow LHA’s wide latitude for involvement in additional activities, from redevelopment to housing finance. However, in each state, both those that are more progressive and those that are less so, LHA’s possess the legal authority to do much more than most are doing currently.

It is absolutely critical that this distinction between a particular federal program (Public Housing), on the one hand, and a group of local agencies (LHA), on the other, be understood both by federal policy makers and by the public at large. A major focus by the Millennial Commission should be to point out this differentiation and to advocate that LHA’s develop their skills and capabilities to match their legal powers.

II. Dysfunction within the design of the Public Housing Program.

Public Housing itself, the federally designed program, as distinct from the LHA community of organizations, is ill designed and dysfunctional. The Public Housing Program does not work well in its current form and should be radically changed. Basically, Public Housing is badly out-of-step with the culture, economy and mores of the nation’s larger market based system. In fact, I believe that the following statement is an accurate metaphor for the program: Had our Nation’s Public Housing Program been developed in Eastern Europe fifty years ago, it would not have been any more dysfunctional than what has resulted here. America’s Public Housing Program is a top-down command and control sub-culture within an otherwise market based capitalistic culture, and it simply does not work very well. It is focused on consumption rather than investment and is static in its approach to the future of its resident customer base rather than developmental and enabling. A defining result is a “ values inversion” within the Public Housing sub-culture, wherein both the customers (residents) and the administering bodies (LHA’s) generally get punished for the same kind of productive behavior for which most other Americans get rewarded. In effect, we have inadvertently created a large number of microscopic East Germanys within our Public Housing communities.

Our dysfunctional Public Housing program did not get this way overnight. In fact, it was a useful and functional program initially in the 1930s, providing both needed housing resources as well as economic development. It also served as a necessary relocation resource for much of the urban revitalization that occurred in the 1950s and 1960s. However, as the population base within Public Housing changed, and social and financial pressures on the program increased, the response by Congress and HUD over the years has been to increase the level of centralized controls and, more and more,to mandate uniform solutions. The ability of LHA’s to adapt programs to local circumstances was lost. In recent years there has been movement back toward some degree of local decision making by LHA’s, with the Moving To Work Program and rent incentives to encourage residents to go to work. However, these efforts have been predominantly demonstration programs or ad hoc efforts, rather than ordinary and mainstream.

I will point out that this criticism of the Public Housing Program is in no way a criticism of either the residents or the local housing authority industry. Both have tended to respond and adapt to the program as it exists. The residents, who are the program’s customers, are among the most economically precarious of our nation’s citizens. Available affordable housing resources are scarce and the customers have to be careful to fit the particular program’s demands and controls. The residents face a take-it-or-leave-it dilemma; dire economic circumstances typically leave the residents with little control, choice or flexibility.

In like fashion, the LHA industry generally does well with a program that can and frequently does change unilaterally. The contractual relationship between the federal government and the LHA’s allows for unilateral change at the sole discretion of the federal government, a mechanism that the private sector would surely not tolerate. LHA’s are faced with the frequently conflicting necessities of administering a program in a manner that can work locally while trying to satisfy an overwhelming volume of federal regulatory controls. Given this set of circumstances, most LHA’s do a credible job delivering the public housing program. The problem is the program, not the providers.

Although I strongly believe that the problem resides with the program and not necessarily with the provider, there is currently no effective system of programmatic accountability to deal with those LHA’s that are poor performers. Adverse action by the federal government against poor performers is inherently political and therefore not always systematic or timely. Accordingly, adverse actions are not uniform or predictable, and therefore of little value in changing the behavior of problematic LHA’s. As an alternative example, the Low Income Housing Tax Credit Program exhibits a much better system of accountability, utilizing market-based sanctions. Another good example would be a third party evaluation, such as the system developed recently by Standard and Poors. In any event, the current system of assessment and sanction by HUD does not work well and should be replaced.

One of the most troublesome results of the program’s dysfunction is the poor reputation that Public Housing holds to some extent among the larger population and the general association the public makes between Public Housing and other forms of assisted housing. It is clear that if the Public Housing program were seen as a positive asset and benefit to the community by the citizenry, given the program’s size and visibility, there would be a related positive effect on the perception of other assisted housing programs as well.

Systematic reform of the Public Housing Program should necessarily be considered and prudent; and a reformed program could take any of a number of structures. However, several observations apply. The first is that an effort should be made to review a number of other federal affordable housing programs that have been developed over the recent past and that are now considered generally successful. One is the Low Income Housing Tax Credit Program; another is the HOME Program. Both have been developed relatively recently, over the past fifteen years, and both are well regarded locally and federally. These two programs are not exclusive; there are elements of other programs, such as Section 8, CDBG (Community Development Block Grant), HOPE VI, and others, that could be considered also.

Principles that should be reflected in any revised Public Housing Program should include at least the following factors:

· Flexibility for local adaptation of program design

· Leveraging of local and/or private resources

· A degree of resident choice in the marketplace

· Supports and rewards to residents for productive activities

· A system of agency accountability that is effective and predictable

· A system of agency rewards for successful program delivery

· An intentional de-emphasis on federal regulatory controls.

Of course, other principles will apply also, but those listed above are a necessary good start to meaningful program reform.

One emphasis of the current Public Housing Program that should not change markedly is the targeted customer base. There are few current affordable housing resources targeted for the very poor. Public Housing is one of the few that offers an ongoing deep subsidy system to serve a customer base that is among the poorest of all Americans. Continued targeting to the very poor would also serve as a check to keep the program’s limited and precious resources from migrating elsewhere.

A related debate that has occurred over the past several years is the dilemma between the concern of maintaining this targeted customer base and the belief that a mixed income occupancy is necessary in order to avoid the problems inherent in a great concentration of the very poor. The dilemma is solvable; the methodology should be a flexible, deregulated, locally determined approach that uses Public Housing funding to leverage other resources, with the goal of a healthy mixed income community. As LHAs expand their overall portfolios, it should be possible to reduce poverty concentration by reserving a portion of several properties for very poor residents who can benefit from public housing subsidies.

III.
Expanding the scope of LHA activities

As noted above, LHA’s in each of the states have great powers for acting beyond the scope of the Public Housing Program; but most LHA’s do not do so. The reason is a lack of incentive caused by the particulars of local and state history and tradition. The result is a disconnection between the extent of the LHAs’ legal powers and the limited capacity for development exhibited by many in the industry. 

To digress for a moment, there are significant exceptions; that is, LHA’s that engage in many activities beyond public housing. Those exceptions include a number of LHA’s that have given presentations before the Millennial Commission, such as Vancouver, WA; Snohomish County, WA; Northwest Regional Housing Authority in Boone, NC; and Duluth, MN. 

As noted above, there are a number of states with very progressive LHA enabling legislation. Within those states LHA’s generally do engage in multiple activities beyond public housing. Those LHA’s tend to be among the most creative and effective in the nation. Also, a state government may change it’s respective LHA authorizing legislation to increase it’s LHA’s legal powers any time the state wants to do so. Five years ago, NAHRO (National Association of Housing and Redevelopment Officials) developed a model LHA authorizing statute based heavily on the examples of Maryland and Virginia. At least one state, Louisiana, subsequently amended is state law to reflect the NAHRO model. Clearly, it would be useful for the states to each adopt a version of the more progressive authorizing legislation. However, as shown quite well by the North Carolina example mentioned above, it is possible for an LHA do much beyond Public Housing now, even in a state that does not have a very progressive LHA authorizing law.

Nonetheless, for the majority of LHA’s in most states, there is a great latent capacity for service presently being underutilized. More than 3,000 LHA’s exist throughout America; they exist in every state and in most every city, town and county. These LHA’s have the legal power and potential capability to engage in multiple activities relating to the provision of affordable housing. These LHA’s also have the power to engage in activities beyond the traditional functions of just property ownership and management. They have the power to structure their function more to broker and leverage funding resources and then to act as a resultant asset manager, rather than to simply continue managing current programs as they have always existed.

The key is to develop enough awareness and motivation that the LHA will move beyond the traditional Public Housing and Section 8 Programs. I believe that the Commission could accomplish a great deal by noting this great asset already in place and by promoting a further development of LHA capabilities so that the actual can come closer to meeting the potential.

Models exist that the Commission could consider as examples or guides. One is the NCDI Program (National Community Development Initiative). Eight private foundations and corporations launched NCDI in 1991 to fund capacity development by local nonprofit CDC’s (Community Development Corporations). Two nonprofit intermediaries, Local Initiatives Support Corporation(LISC) and the Enterprise Foundation, administer the NCDI on behalf of the funders.  Starting in 1994, HUD entered the partnership with appropriations of federal funding. The intermediaries have used the funding for training, organizational development, and pre-development financing to help local CDC’s undertake market based property development. The result of this program over the past dozen years or so has been over a billion dollars of real estate development activity by these same CDC’s. The provision of technical assistance and seed capital by LISC and Enterprise was an essential ingredient for that success.

No similar federally funded program focused on the LHA community exists currently; were such a program to be developed, it would be instrumental in unlocking the latent capacity present but currently underutilized. I strongly encourage the Commission to recommend the creation of just such a program.

I would like to draw the Commission’s attention to a recently formed industry collaboration that also is instructive of non-traditional possibilities. NAHRO (National Association of Housing and Redevelopment Officials) is the largest professional association of affordable housing and redevelopment practitioners in the country with a membership exceeding 9,000. It is also the oldest, having been formed in the 1930’s. I was President of NAHRO from 1995-1997. Kurt Creager, the Executive Director of the Vancouver, WA, Housing Authority, who also has made a presentation to the Commission, is the incoming NAHRO President for the term 2001-2003.

One of NAHRO’s principal missions is that of ongoing professional development and education for its membership. A recent professional development achievement by NAHRO was the establishment of the NAHRO Access Alliance in March 2001. The Alliance is a collaborative effort by NAHRO; Bank of America; LISC; NEF (National Equity Fund), which is the tax credit equity syndication subsidiary of LISC; the Enterprise Foundation and ESIC (Enterprise Social Investment Corporation), which is to Enterprise what NEF is to LISC. The purpose of the Alliance is twofold: both to educate the LHA industry regarding market based real estate development activities and to provide investment capital opportunities. Given NAHRO’s network within the industry, Bank of America’s prominence as an investor and LISC’s and Enterprise’s experience as intermediaries between private sector investors and local community based efforts, the Alliance will be an innovative cutting-edge approach to expanding LHA activities. If a programmatic connection could be made between a new federally funded NCDI-type program and a collaboration, such as the NAHRO Action Alliance, I believe that the LHA industry would be transformed in a very short time period.

Conclusion

The LHA industry is an existing network of local, community based affordable housing providers with great latent capabilities currently underutilized. A dominant problem is the federal Public Housing Program, as it currently exists. The Public Housing Program is ill designed and dysfunctional; it should be radically reformed with its basic formulation more in accordance with the principles of other federal programs developed in the recent past and generally considered to be successful. A defining opportunity is the potential of the LHA industry to move beyond Public Housing and to actively engage in local market based affordable housing production and related efforts. I would encourage the Millennial Commission to strongly promote the development of this opportunity.
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