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Thank you for the opportunity to address the commission regarding the need for more flexibility in the traditional public housing program.  

It’s fashionable for even the well-run PHA to complain about HUD, Congress, and the lack of funding to pay for all the federal mandates. That’s because every time Congress or HUD tinkers with the program design, it saddles every jurisdiction with the same rules, increasing the complexity of the program, and the administrative burden of making the changes whether it benefits the locality or not.  These additional requirements, or changes to program regulations, are all intended to improve some aspect of the program; but, as with most things, have unintended consequences that add incrementally to an already overloaded plate.  Meaningful deregulation that is often promised is seldom seen. 

National housing policy forces us toward standardization as a means of controlling programs and making for easier evaluation at the federal level.  The limitation of this approach is to prevent us, as an industry, from exploring other models that take into account regional differences and goals.  The federal government in its housing programs champions diversity, except when it comes to making systemic changes in the way these programs operate.  

The commission has a rare opportunity to bring national attention to the need for more flexibility in program design to allow communities to pursue worthwhile local goals as required in the 1998 housing act.

In the interest of limited time, I’d like to expand on just one area that is illustrative of the need for systemic change -- rent structures.  Like most subsidized housing, public housing rents are based upon income.  Congress added a flat-rent option in the new Housing Act, but it is strictly optional on the part of the tenant, and adds another layer of complexity with which agencies must deal.  PHAs cannot require mandatory flat rents, or even require that all income be included in the computation of rent because of specific federal rules that preclude these decisions.  As a result, tenants are allowed to change from the flat-rent option to the income-based approach, choosing the lowest rent they can qualify for at the time.  This reduces PHA income, makes budgeting more difficult, and substantially adds to the cost of administrating the program.  

The notion that rents must be tied to income is so entrenched at this point (an outcome of the Brooke Amendments from the late 1960’s and early 1970’s), that most people in the industry no longer even question its wisdom.   But it’s not the only way.  It is this very concept that leads to complexity in rent determinations with income deductions and disregards, not to mention disputes with tenants about computations and the perception, particularly among the working poor, that the rent structure is unfair. Income-based rents provide incentives to under-report income (which the GAO claimed in a 1999 report to Congress is in excess of $900 million), and necessitates added administrative burdens that the taxpayer ends up paying through higher-operating subsidies. 

The National Leased Housing Association (NLHA) makes the point that based upon an interim report dated March 2001 from HUD’S Office of Policy Development and Research (PD&R), there were errors in sixty percent of 2403 household files sampled.  The report indicated “36 percent of the sample households were paying an average of $150 less than they should have and 24 percent of the households were paying an average of $56 more than they should have….”    

Some agencies, given a choice, might decide that a better option would be to return to the “old approach” of flat rents with like units being charged comparable rents. It’s simpler, easier for everyone to understand, and would be perceived as fairer by the working poor.  And many of us believe the working poor are the key to successful public housing programs.  Few disagree that working families provide positive role models.

Rent structure, while significant, is only one of many areas of standardization that limit the PHA’s ability to respond to its various environments. 

The need for other models has already been recognized.  The Moving to Work Demonstration program (MTW), approved by Congress in 1996 as part of the Appropriations Act, is a reflection of the frustration with the inflexibility of the current program.  Under the MTW program, up to thirty PHAs from across the nation have designed, and are running, different experiments.  These include not only changes in rent structure, but time limits, the combination of capital and operating funds, special counseling, self-sufficiency programs, etc.

This is the first time that I can recall the federal government actually allowing local PHAs to rewrite the rules and experiment with fundamental changes, many of which have been advocated by the industry for years.

It has not gone without notice that there were so few MTW applications from throughout the nation’s 3,400 PHAs.  Many of us believe this is because PHAs are already so overburdened with regulations that they simply didn’t have the energy to take advantage of this opportunity.  Some PHAs were also distrustful of the government’s motives.  Still others didn’t want to put out the time and considerable effort to run an experimental program while continuing their other programs.  This adds administrative costs and compounds their troubles, rather than helping them in the short term.  Finally, they recognized these changes were temporary, and they might very well have to unravel the whole thing in just a few short years.  These are all valid concerns, but the stakes are high, and these initiatives shouldn’t be ignored.

I fully expect several good models to emerge from these demonstration programs that will have widespread application to the industry.  We need to be open to the possibilities.  

In summary, many of us believe national housing policy ought to be moving toward real, meaningful deregulation that would allow PHAs to pursue goals and objectives related to the local needs in their communities.  The federal government should embrace new models, even though standardization is sacrificed, and evaluation may be harder.  It is the over regulation of the program, the inflexibility built into this “one-size-fits-all” approach that prevents us as an industry from simplifying the program and bringing down costs to the taxpayer.  

Chicago is not Tulare County.  Why should we expect the public housing programs to be the same?
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