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MEMORANDUM

September 10, 2001

TO: 
Ophelia Basgal, Chair, Public Housing Task Force, Millenial Housing Commission

FROM:
Shannon Van Zandt

RE:
Public Housing Task Force Meeting

CC: 
Paul Brophy, Conrad Egan, Kris Siglin, Jennifer Lavorel

On Thursday, September 6, the MHC convened a group of public housing thinkers for the purpose of developing principles to guide legislative and policy decisions regarding the reform of public housing in the United States.  The meeting was facilitated by consultant Paul Brophy.  In attendance were: Walter Webdale, Kevin Day, Joe Schiff, Rod Solomon, David Gilmore, Cushing Dolbeare, Dan Anderson and Ophelia Basgal, as well as MHC staff members Conrad Egan, Kris Siglin and Jennifer Lavorel.  Joining the group by phone were Mary Ann Russ and Renee Glover.

The meeting generated a number of recommendations for how public housing may serve clients more effectively or efficiently.  While groups members did not agree on all recommendations, several emerged that garnered consensus at least at some level.  In this memo I first identify broad principles for the reform of public housing.  These principles guide the development of approaches to changing the current system.  In the sections that follow, these approaches are identified and discussed with special attention to the level of agreement achieved on each as well as areas of disagreement.  Concluding each section are recommendations and questions requiring further elaboration or discussion.

Principles for the reform of public housing

Each of the recommendations articulated during the discussion can be derived from a desire to preserve the mission of public housing.  Currently, public housing agencies are the only institutions dedicated to serving the housing needs of the lowest-income populations
.  Yet, while this mission was strongly reaffirmed, discussants, with few exceptions, agree that the current system is in need of fundamental change. 

To best serve the needs of low-income households, public housing must adhere to the following principles:

· Accountability:  Providers of public housing must have accountability for their actions and outcomes.

· Flexibility:  Public housing agencies must have flexibility in the way they operate and serve clients.

· Sustainability:  Public housing units must be produced, managed and maintained for perpetuity.

· Opportunity:  Public housing agencies must facilitate upward mobility and quality of life for low-income residents.

· Availability:  Public housing must be adequate in number and quality to meet the demands of households unable to afford market-rate housing.

While the needs of small, large, rural or metropolitan agencies may differ, these principles may guide the development of both approaches and recommendations relevant to all agencies.  These will be discussed in the following sections. 

APPROACHES TO REFORM

Competition 

The current system of public housing provides little incentive for change or optimization.  By introducing competition for federal dollars available for public housing, providers—both public and private—would be required to embrace an entrepreneurial spirit in developing innovative and efficient solutions to both production and management of public housing units.  The current low-income housing tax credit (LIHTC) program, while not providing a deep enough subsidy, provides an example of how bringing private capital into the provision of affordable housing creates innovation and requires efficiency among successful proposals. 

Additionally, competitive proposals would require agencies to provide for accountability measures.  Agencies would be forced to achieve desired outcomes, including the preservation of the mission to serve low-income households, in order to continue receiving federal resources.

While virtually all discussants agree that competition ought to be introduced to the system, considerable disagreement exists on how such competition would work.  Which entities would be eligible to compete for federal funds as well as which funds would be competed for (new or existing) are questions yet to be answered.  Most agree that PHAs and other agencies should compete for new dollars, but much less consensus was formed on competition for existing federal dollars.  Concern was expressed as to how PHAs would compete against private developers and whether these developers should be allowed to own as well as manage developments.  Further discussion is also needed to determine how decisions would be made among proposals and who would make them.

In general, most feel that competition ought to reflect existing real estate and housing markets.  Proposals will then be sensitive to the regional context, will be forced to address regional demand for affordable housing and are less subject to local political pressures.  In addition to resulting in more efficient and innovative proposals, competition in existing real estate markets may lead to demand-driven production, providing more affordable units to meet local needs.

Recommendations:

· Allow private and public agencies to compete for new federal dollars.

· Adhere to local real estate markets and practices.

Questions for further discussion:

· At what level does competition take place?

· Who is eligible to compete?

· Who decides on successful proposals?

· What resources are competed for (i.e., new and/or existing dollars)?

· Should private organizations own public housing?

Project-level financing and evaluation

As they consider more business-like models for operation and administration, PHAs should also adopt such a model for financing and evaluation.  Currently, public housing is funded at the organizational level, making it difficult to know how much each unit costs to operate thus making it easier to shift funds away from managing and maintaining individual units.  By funding public housing at the project level, accountability can be dramatically improved by making it possible to compare the performance of projects to one another.  Further, as attention is shifted to individual properties, emphasis would be properly placed on the need for replacement reserves and capital financing to sustain units over the long term.

While the details of such proposals require considerable elaboration, nearly all discussants agree that project-based financing and evaluation is necessary to improve the accountability of the public housing system as well as the long-term sustainability of units.  Further, such an approach reflects current real estate practices, which all discussants view as desirable.

Recommendations:

· Fund public housing at the project level, not the organizational level.

· Develop a mechanism for funding replacement reserves and capital financing.

Questions for further discussion:

· Specifically, how will these systems work?

· How much public money is available?

Deregulation 

Emerging from the discussion on competition was the need for profound deregulation to enable PHAs to compete.  Currently, regulatory requirements stifle any attempts or intentions to offer creative solutions to housing problems.  Further, such regulations make it difficult to take advantage of expertise available at other levels of government and in the private sector.  Part of effective deregulation will be the development and nurturing of partnerships with local or state governments, social service deliverers and private sector developers.  By embracing this approach—which has been so effective in other arenas—public housing can cease working in isolation and take advantage of the existing capabilities of other governmental agencies and private sector businesses.  Partnering with local governments and organizations also broadens political support.  By engaging these organizations in public housing's mission, it becomes possible to share responsibilities and give all players a stake in its success.

Discussants agree that deregulation is particularly critical for the vast majority of PHAs that serve small cities and rural areas.  These PHAs own and manage relatively few units and are excessively burdened by the "one size fits all" mentality of current public housing regulations.  Further, such regulations prohibit any flexibility among all PHAs to serve clients in ways that are responsive to local political, social and economic conditions.  

At least for small PHAs, deregulation will permit them to identify and pursue methods of development and management that make sense in the local or regional context.  By facilitating accountability with simplified reporting requirements, these smaller agencies can operate with relative independence to better serve their clients.

Deregulation is more complex for larger PHAs who own and manage the majority of public housing units.  Historically, it has been a small number of these large PHAs who have suffered from highly visible problems.  Besides these problems, the sheer number of units owned and managed by these agencies requires an additional degree of regulation.  However, if even these large PHAs are to evolve into responsive, efficient institutions, they must be relieved of regulations that suffocate any attempt to modernize and optimize operations.  

All discussants advocate a degree of deregulation for even the large PHAs, but understand the need for strong accountability measures to protect against corruption and mismanagement.  While making funding competitive and project-based will introduce accountability into the system, deregulation must be accompanied by some sort of evaluation process.  Discussants agree that PHAs, particularly the large ones, can be given more freedom as they demonstrate competence.  Accreditation is one possibility for allowing PHAs to validate their competence.  Introducing private capital into the funding of public housing units is another method.  As we've seen in the LIHTC program, when private investors place their own capital at risk, they will demand competence and enforce accountability.

One area of deregulation that poses particular problems is rent structure.  Currently, residents of public housing are expected to pay what they can, resulting in a myriad of rents that may or may not reflect real ability to pay.  The determination of household income is irregular at best, and is subject to falsification by residents.  As a result, the system is perceived by residents as unfair.  However, it perceived by lawmakers as sacrosanct.  Further, discussants fear that a flat system would place the lowest-income households at risk of falling through the cracks, while a tiered system would encourage fraudulence.  One idea that emerged from this discussion was the possibility of creating a centralized system of documenting income for recipients of all forms public aid.  A centralized system would permit more careful and thorough third-party certification, ensuring a more accurate determination of ability to pay for all social programs.

Recommendations:

· Deregulate agencies as they demonstrate competence and accountability.

· Nurture partnerships among state and local governments, social service agencies and private developers to help share the responsibility to meet the housing needs of low-income households.

· Relieve small PHAs of excessive reporting requirements.

· Develop a performance-driven system of evaluation for housing agencies.

· Create a centralized system for certifying income of public aid recipients.

Questions for further discussion:

· How can agencies demonstrate competence?

· Can all PHAs be deregulated?  If not, how do we decide among them?

· How can the rent structure be made fairer for residents?

Resident improvement agendas

A large part of preserving the mission of public housing is providing opportunities for low-income households to improve themselves.  For family households, this may mean having access to employment centers as well as the community resources necessary to take advantage of local jobs.  For the elderly or disabled, it may mean the availability of services that enhance their quality of life.  In practice then, public housing units should be developed in mixed-income neighborhoods so as not to isolate low-income populations in areas that offer few opportunities.  Further, PHAs may offer services designed to assist residents in achieving upward mobility, such as job training programs or placement assistance.  Most discussants agree that such social service provision is desirable for public housing agencies.

Less but still considerable agreement exists on whether residents should have reciprocal obligations for the public benefit they receive.  While most agree that families should be expected to work in partnership with PHAs to maintain and improve their units and public areas, no consensus was reached on such requirements for elderly or disabled residents.

Some discussants also worry that by emphasizing mixed-income development, the mission to serve low-income families may somehow be diluted.  However, if funds are directed toward serving low-income households and mixed-income developments are treated as a tool for serving low-income households—by exposing them to upwardly-mobile households as sources for better role models and social networks rather than isolating them among households like themselves—then the mission can be preserved and enhanced.

Recommendations:

· Adopt a mixed-income approach for new project development.  

· Place new units in neighborhoods that provide access to job opportunities.

· Offer social services such as job training and placement assistance for residents.

Questions for further discussion:

· Should residents have reciprocal obligations?  What kinds of obligations?

· How can we preserve the emphasis on low-income households while promoting mixed-income developments?

ISSUES left Unaddressed 

For the most part, discussants were stumped by the problem of how to increase the number of units available for low-income households.  Mention was made of the need to preserve existing units in the face of HOPE VI's sometimes excessive demolition of deteriorating units.  Yet few suggestions were offered for how to generate new units under existing appropriations.

Also baffling was the question of how to handle the challenges posed by transition from the current system to any reformed system.  Many unknowns, not the least of which is the amount of funding that will be available in coming years, make it difficult to know how and when changes can be implemented.  While specific issues were not made explicit by the group, as they emerge it will be necessary to treat them with care to ensure that the families being served by the public housing system are not adversely affected.

� While some subsidized housing is provide by private developers, the recommendations contained herein are specific to housing that is publicly owned and managed.


� Kevin Day and Dan Anderson are working on this question.
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