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PUBLIC HOUSING AUTHORITIES DIRECTORS ASSOCIATION

RESPONSE TO MILLENIAL HOUSING COMMISSION QUESTIONAIRE

June 29, 2001


Consumer-Based Assistance

1. How well or badly are vouchers working in different markets?  What factors lead to success with vouchers for tenants?

2. How can vouchers best support mobility and self-sufficiency for the families that receive them?

How well or badly vouchers work in different markets is largely dependent on the nature of those markets.  Recently the utilization rates for Section 8 have taken something of a tumble primarily because of the unavailability and unaffordability of existing units.  If units are not available, of course, they cannot be rented, and if they are available but are beyond the limits of Section 8 rents it is the same as being unavailable.  Current market dynamics are such that fewer units are reachable with the voucher program, as some of the headlines will illustrate:

· “West Hollywood Landlords Dropping Out of Program As Rents Rapidly Increase,” (Housing and Development Reporter 12/11/2000)

· “Even With the Prized Section 8 Vouchers In Their Hands, Many Low-Income People Cannot Find Decent Housing,” (St. Louis Post-Dispatch 12/3/2000)

· “Rent Subsidies Feeling Squeeze in Tight Market,” (Los Angeles Times 5/18/2001)

· “Housing Hunt Grows Harder:  Holders of Section 8 Voucher Subsidies Are Unable to Find Affordable Apartments in the Capital’s Tight Rental Market,” (Sacramento Bee 4/17/2001)

Similar stories are common around the country.  The primary factor leading to success with vouchers within these market circumstances is for the Department of Housing and Urban Development (HUD) to expand the waivers for PHAs to go to the 50th percentile on rents and the option of using up to 120 percent of the local fair market rent (FMR).  PHADA also believes the Department should revisit the 40 percent income-to-rent ratio limitation to the extent that it creates a barrier to family choice.

In addition, PHADA is on record supporting the use of housing assistance funds, to the extent available, for the purpose of mobility counseling for families in order to assist them in moving to areas of low-poverty.

However, the issue of success with vouchers begs the question of what “success” means.  It also leads the discussion of how vouchers can best support mobility.  

The answer depends on how we view the original objectives of the Section 8 program.  Fundamentally, the program has two core elements – shelter and choice.  The need for shelter, putting a roof over one’s head, is the irreducible justification for having the program in the first place.  The element of choice in this context refers to the family’s option of where to use the voucher, not the preferences of program administrators, regardless of the advice they may give the program participants.  In this view, we can safely say that the program has been eminently successful.

On the other hand, even if we add the non-shelter elements of mobility and deconcentration of poverty, research has shown that more than 80 percent of program participants have secured housing in “low-poverty areas” as defined by HUD.  Contrarily, however, some believe erroneously that administration of the Section 8 program by local PHAs has been a failure in this regard.

To begin with, PHADA believes it is critical to dispense with the notion that Section 8 operations should be removed from PHAs to be substituted for a process of “competing out” the program to regional entities as called for in a recent Brookings Institution working paper by Margery Austin Turner and Bruce Katz.  The Brookings paper presents the hypothesis that the current system of local administration of the Section 8 voucher program limits the opportunities for very low-income, urban, minority families to move to low-poverty neighborhoods (deconcentration).  As a solution, the authors propose to remove the Section 8 program from local public housing authorities and reassign it to region-wide entities.  At the same time, however, the authors readily admit that few such regional entities exist to fill their vision of regional administration and present no data to support the need for such disruptive action.

Curiously, an earlier article co-authored by Turner with Ingrid Gould Ellen in Housing Policy Debate, suggests caution in using current evidence of the role neighborhood conditions have on individual outcomes, i.e., the value of mobility.  As the article abstract points out, “no consensus emerges about which neighborhood characteristics affect which outcomes, or about what types of families may be most influenced by neighborhood conditions.”  In short, the indiscriminate deconcentration of low-income families throughout a region may well have adverse consequences for them as well as for the neighborhoods.  Or, as Heather MacDonald put it (also in Housing Policy Debate), Section 8 families “will include not only the victims of poor neighborhood quality, but the perpetrators as well.”  

Notwithstanding the position taken in the Turner and Katz article, in an Urban Institute forum, Turner observed conversely that “Section 8 is a program that works quite well.  The national performance numbers are all very positive. . . .the recipients of vouchers are far less likely to be concentrated in high-poverty, profoundly distressed neighborhoods . . . .” 

All available data on the Section 8 program indicates that it is a well-functioning program delivering housing subsidies to the families it was designed to serve.  According to HUD’s recent publication “Section 8 Tenant-Based Housing Assistance:  A Look Back After 30 Years,” the program, as administered by PHAs, “has proven to be both effective and cost-efficient.”  In addition, HUD’s Office of Policy Development and Research reported in its December 2000 Issue Brief, “Our analyses indicate that the housing choice voucher program has been successful in achieving deconcentration and has helped people obtain housing outside of economically distressed areas.”

Some real data on the question of mobility in the Section 8 program is instructive.  Research by Rolf Pendall (Housing Policy Debate) on nearly a million Section 8 households as of 1998 reveals that 17.0 percent lived in mildly distressed census tracts, and only 2.3 percent lived in severely distressed tracts.  While there are variations among metropolitan areas and except for a few regions, “the voucher and certificate program has been quite successful in helping tenants meet the most basic neighborhood quality goal – to find a place to live outside the worst neighborhoods in their regions.”  

In a draft response to the Turner and Katz proposal, Ophelia Basgal and Joseph Villareal suggest the minimum necessary may be simply that “HUD should focus monitoring and technical assistance on the PHAs in the MSAs/PMSAs where there are high percentages of Section 8 families residing in severely distressed tracts.”  Further, “it does not make sense to throw away 30 years of Section 8 program management by PHAs that has substantially achieved the [1970 HUD] Act’s goal in favor of experimentation.” 

The information does not suggest that the program be subjected to a simplistic and dangerous upheaval in administration as recommended in the Brookings paper.

Note here also that HUD’s evaluation methodology – the Section Eight Management Assessment Program (SEMAP) – includes the collection of information on mobility in the program.  However, SEMAP has gone through a long process of modified iterations and is too new and untested to have provided any useful information on mobility or any of the other areas monitored by the Department.  The absence of any valid evaluation of the voucher program by HUD also suggests caution in proposing solutions for which there are, as yet, no well-defined problems.

The Turner and Katz proposal to radically change who administers the Section 8 program fails even to address the problem they identify – the difficulty that very low-income, minority (most black) families face in moving from areas that are high-poverty areas to areas that are low-poverty (mobility).  Solutions for overcoming the concentration (where it exists) of poor, minority families in high-poverty areas are extraordinarily challenging and well-documented.  Actual experiences, along with demonstration programs and even court-ordered deconcentration, have shown the very real obstacles poor families must overcome in the relocation process.  However, and most importantly, local PHA administration of the program has not proven to be one of those obstacles.  The Brookings authors themselves admit “there is no obvious replacement” for PHA administration of the voucher program.  PHADA believes the issue should be left at that.

In conjunction with other industry representatives, PHADA has undertaken a more comprehensive research effort to be published later regarding Section 8 administration by PHAs, in order to counter the misguided “regionalization” proposal.  PHADA will share the results with the Commission when the work is complete. 
Preservation

1. How can we best provide the capital to finance the rehabilitation needs of the affordable housing stock (both public housing and the assisted inventory)?

2. How can this existing stock be preserved . . . ?

As outlined in our vision statement, PHADA believes PHAs should be funded at adequate levels through flexible formula grants that flow directly to the agencies.  The grants should be funded at adequate levels determined by objective cost standards.  Both the capital funds and the operating funds are critical to preservation of the existing stock, and without putting too fine a point on it, there is no substitute for sufficient appropriations.

The Department itself admits that both the capital and operating accounts for public housing have been short-funded over the years, and as a result the stock falls further into disrepair each year.  Unfortunately, there is a serious disconnect between the appropriations process and the documented needs for improving, managing and maintaining the public housing stock.

PHADA strongly urges the Commission to adopt a position calling for level, predictable funding based on documented needs for both the capital and operating accounts in public housing.  Without such an approach, we will continue to lose far more housing under HOPE VI and ongoing demolitions than we will ever be able to replace.  Going backwards is not the way to assist low-income families with their housing needs.

With regard to the capital fund, PHADA participated in the negotiated rule-making process stipulated in the Quality Housing and Work Responsibility Act (QHWRA).  We are persuaded that the resulting formula for fund distribution has the promise of a fair and equitable treatment of all PHAs.  However, the promise becomes somewhat hollow when, as is currently the case, the Administration proposes to slash the capital funding by 25 percent.  Worse, the proposed cut is not simply a one year event, but is expected to establish a new (and much lower) funding threshold.

PHADA urges the Commission to advocate for a retroactive restoration of the proposed cuts (if enacted) and for sufficient future funding.  

The Administration’s questionable excuse for such a drastic cut, i.e., that PHAs are not promptly using the funds, is little more than a straw man.  PHAs are demonstrably not hoarding or failing to use their capital funds in a timely manner, and most if not all of the funding available has been programmed and is being used within the time frames established by statute and regulation.  Ironically, one of the more serious delays in using  such funds is the Department’s own lack of timeliness in making the allocations.  Capital improvement programs throughout government are phased in by necessity and the public housing capital fund is no exception.  PHADA has prepared its own analysis of the Department’s flawed rationale for the cuts, which is attached.

The closest thing we have to an objective cost standard for capital improvements is the Abt and Associates study of public housing modernization needs which shows a backlog of more than $20 billion.  Even at that, the amounts estimated would only bring the properties back to original condition, not up to current residential standards.  PHADA recommends at a minimum that the current and accrued needs for capital funding be accurately calculated and funded, and that some portion of the backlog be addressed each year also.  For example, PHADA recommended an appropriation of $3.5 billion in capital funds for FY 2002, as compared to the Department’s request of just $2.3 billion.

For the operating fund, the Harvard Design Group is currently engaged in a major effort to establish cost standards for managing and maintaining public housing through the public housing operating cost study mandated by Congress.  The study represents the first in-depth look at the subject since the development of the performance funding system some years ago and is long overdue.

PHADA and the industry welcome the research and are encouraged that, as noted above, it could lead to the predictable funding of PHAs at levels that represent actual, documented needs.  At the same time, however, there is some concern about the methodology being used.  In summary form, the study proposes to establish costs for running privately owned, assisted housing and then calculate the “add-ons” needed to meet all the additional requirements of public housing.  The concern is that in the study of public housing operating costs, there may be insufficient attention to the actual operations of public housing itself.  PHADA has provided the Harvard group with a critique of their proposed methodology, which is attached.

PHADA recommends at a minimum that the results of the Harvard study not be employed until they are thoroughly tested and vetted against the actual operating conditions of public housing.

Production/Tax Policy

1. How well do current programs operate as production tools (e.g. HOME, CDBG, HOPE VI . . . )?

2. How could various tax policy “tools” . . . be better used to promote (a) the production of affordable rental housing, including housing for extremely low-income families . . . ?

3. To what extent should vouchers be project based or otherwise linked to production programs?  (From Consumer-Based Assistance, above.)

The examples of CDBG and HOPE VI given by the Commission are not truly production programs as we have known production in the past, (e.g. public housing, 236, Section 8 new and rehab, etc.).  The examples given have as their primary objective the revitalization of neighborhoods and communities, not the production of housing per se.  To the extent that existing housing is being demolished to make way for HOPE VI and CDBG, the programs are actually “counter-production” regardless of their other merits. This is especially true of the HOPE VI program under which far more housing is lost than is gained in terms of unit counts.  In many cases, even rehabilitation does not “add” to the residential stock except in conversions from unused commercial property to residential.  

Using the HOME program, however, PHAs have been successful in producing significant numbers of additional units to the assisted housing inventory.  Just as with tax credits, the HOME program is not uncomplicated, but its additional merits lie with the built-in flexibility, responsiveness to local situations, and comparative relief from the HUD regulatory process.  As an effective  production method, PHADA recommends a major expansion of the HOME program.

At the same time, however, PHADA recommends several programmatic changes to the HOME program to make it more effective as a production tool.  First, the 25 percent match requirement should be eliminated, or it should be significantly liberalized regarding what “counts” as the local match.  Second, except that HOME is exclusively for housing, the rules for HOME and CDBG should be coextensive rather than having two different sets of rules (for example, the combination of public housing and Section 8 rules for income and rent calculations).  Third, because “wiring up” a HOME project is a complex undertaking, PHADA recommends that the time allowed to commit the funds should be extended from two to three years, within the five-year time frame.  

In recent years the low-income housing tax credit program has been the major, successful producer of additional assisted housing, and clearly should be expanded.  However, the tax credit program has a serious shortcoming.  It does  not make the housing affordable for the lowest of the low-income population at 30 percent or less of local median income without significant subsidy layering.

The LIHTC paper separately prepared for the Commission by Recapitalization Advisors makes a cogent and telling observation.

· “. . . perhaps because it is so flexible, the Credit cannot be all things to all properties.  It appears to be less cost-effective on large-bedroom apartments, preservation, larger and very large properties, and extremely low income (ELI) families (although no program extant adequately addresses ELI-apartment economic viability).” 
 

Tax policy alone will probably never reach the very low income without some directly funded add-on.  Project-based vouchers (PBV) can, and have provided the necessary “add-on” for low-income families in conjunction with tax credit properties.  Even with the 25 percent restriction (i.e. the number of units permitted per property), and the limitation to 20 percent of the PHA’s current tenant-based assistance, the project-based voucher is an excellent candidate for producing low-income housing.  PHADA recommends that both the tax-credit allocations and the vouchers be substantially increased for production purposes.

At a June 20, 2001 conference HUD officials began work with industry groups to review the interim notice on PBV with the objective of drafting the actual rule.  Participants were encouraged that the Department genuinely wants to keep the procedural aspects as simple and as locally driven as possible.  PHADA is confident that the views of participants in the conference will be accommodated in the proposed rule when published.

However, the major stumbling block to effective use of PBV is the application of the deconcentration requirement.  (According to the rule, “project-basing must be consistent with the statutory goal of deconcentrating poverty.”)  On nearly every aspect of the program, the requirement for deconcentration appears nearly insurmountable.  

The contradictions become apparent when one considers, for example, that the tax credit program is heavily weighted to high-poverty areas which are ineligible for PBV under deconcentration.  There is also the anomaly of major investments of local and Federal funds through CDBG, HOME and others into high-poverty areas (as required), while PBV is ineligible for the same reasons.  The same is true for mixed-income developments under HOPE VI.  

Clearly there is something wrong when major investments in neighborhood and community revitalization are being made, but a program like project-based vouchers, which could provide essential housing resources in the same areas, follows a disinvestment policy.  While the procedural requirements of the PBV program can certainly be worked out, it is likely that the substantive issue of deconcentration will be irreconcilable without a major policy shift, and it is unlikely that the project-based voucher program will reach full potential otherwise.

In a speech to HUD staff, Anthony Downs of the Brookings Institution advocated for the deconcentration strategy, but offered a realistic caveat at the same time.  “Because it is politically impossible to focus all federal aids on deconcentrating existing poverty enclaves, we should also invest notable resources in improving conditions there.  We will be unable to deconcentrate even a majority of existing high-poverty areas within any short time, so we should not ignore those still there.” 

PHADA recommends that the question of deconcentration and mobility with regard to project-based vouchers should be addressed at the local level on a case-by-case basis given all the circumstances. The issue should not be decided on a national, one-size-fits-all basis using outdated and ever-changing census data which can be inaccurate and irrelevant to local conditions. 

Another consideration for the Commission with regard to production (as well as some aspects of preservation) is for PHAs to be made eligible for direct participation in all forms of housing programs, tax credits, Section 202, 811, etc.  In every reference to non-profit development or sponsorship, PHAs should be included by definition.  In many parts of the country, the PHA is in the best position to understand the needs and the local situation, and is in the best position to apply existing talent and resources to program generation and expansion.  The PHA, if it is qualified to do so, should be a full-time player in all aspects of the local housing market.  What should not be ignored is that there is an experienced and professional infrastructure of 3,000 public housing authorities capable of successfully leading local assisted housing efforts.

Community Linkages

1. How can the eligibility requirement and planning requirements that govern housing programs be coordinated with non-housing programs . . so that housing policy reinforces welfare reform?

The relationship of housing assistance to welfare reform could possibly have two different effects.  In The Home Front: Implications of Welfare Reform for Housing Policy, Sandra Newman observes that  “Because housing assistance provides a stable and affordable residence, housing assistance may be a springboard into the job market, and therefore, success under welfare reform.  On the other hand, by offering housing security, housing assistance may dull the incentives to work or cushion the risk of non-compliance with welfare reform requirements.”  But without additional experience and study, we do not really know the predominant effects.

It is clear, however, that where welfare reform has successfully applied a mandated approach to employment and upward mobility, the public housing authorities must rely on persuasion, opportunity, leadership and the attempt to motivate.  The only work reform mandate in QHWRA is the community service requirement which is administratively burdensome, inequitable (since it applies only to public housing, not Section 8), fraught with liability questions, and ultimately irrelevant because the exceptions will far outnumber the rule.  

We do know, however, that the rent setting process with its calculations and recalculations of income and assets has a disincentive effect on the working poor.  One possibility for better conforming housing to welfare reform might be to eliminate all of the temporary tinkering required for income changes, where the family gets this for 18 months, that for 6 months, and something else for a year.  Set the deductions and exclusions once and keep them in place.  Such an approach would eliminate some of the “tax” and disadvantages for the working poor.  Another option would be to go to affordable unit rent setting, where the rent is the rent and we avoid the necessity of groping through the family’s personal income and expenses.  Another advantage to unit rent-setting is that with one stroke, we could eliminate all of the fraud and miscalculations resulting from the current system (one of HUD’s high-risk areas).

PHADA suggests that some concentrated and targeted research and study be applied to the subject so that we will know where to begin if the welfare/housing connection is to be made on a formal legislative or regulatory basis.

Cross-Cutting Issues

1. How are the challenges of meeting very low-income and extremely low-income households’ housing needs best met?  To what extent should this challenge be met with debt subsidies, capital subsidies or tenant-based subsidies?

Reduced to its lowest common denominator, the challenge of meeting low-income housing needs is bridging the gap between the cash return an owner needs to amortize a mortgage vs. what the low-income families can pay in rent.

To answer the question of how the challenge should be met – with debt, capital, or tenant-based subsidies – PHADA would answer Yes to all three.  We view subsidized housing policy as a three-legged stool, held up by the legs of new construction, substantial rehabilitation, and tenant-based or income transfer strategies.  New construction and substantial rehabilitation are necessary to increase availability of housing, but all of the subsidy techniques are critical to affordability, i.e. closing the gap.    

Tenant-based subsidies are critical for on-going maintenance of effort in subsidized housing and should be expanded where market absorption is possible.  However, tenant-based assistance will never reach all those in need, and should not be relied on exclusively.  As we indicated at the beginning, some market areas are already reaching a saturation point, absent further development.  To at least partially address that need, much more could go into a viable project-based voucher program, especially to the extent that tenant-based assistance goes unused because of market unavailability and unaffordability.

It is important also, as described above, that in meeting low-income family housing needs there should be a sufficient investment of capital funds for modernization and operations in order to preserve the housing we already have.

The PHAs and other housing providers, including the developers, are not so concerned about how the housing gap is met, but that it is met, and that the Federal role in direct funding commitments or tax benefits be sustained.  Also, as mentioned above, PHAs should have access to employ and administer all programs designed to fill the housing gap as they are capable of doing.

2. How should quality control be best ensured in an era of devolution?  How can accountability be assured without unnecessary bureaucracy?

To ask the question is to invite a dissertation on the convoluted, conflicting, overlapping, often irrelevant and unnecessary rules under which public housing in particular must function.  If there is an era of devolution, PHAs have yet to see the threshold.

Referring back to the vision statement again, PHADA believes that each well-run local housing authority should be permitted to set its own priorities, and should not be forced to operate under a “one-size-fits-all” national model that might work in some communities, but does not often work in others.  Further, PHAs should be permitted to combine existing funds and other resources and set their own agendas in collaboration with residents, local government, and the community based on the local situation.  In particular, PHADA believes that all public housing authorities under 250 units should be as totally deregulated as possible consistent with statutory requirements.

The flagship of HUD’s cumbersome regulatory process is the Public Housing Assessment System (PHAS).  In no other area is the Department’s meticulous micromanagement more evident.  PHAS is far too detailed, time-wasting, costly, and has never worked.  Time and space do not permit a detailed analysis, but we recommend the Commission review PHADA’s recent guidebook to PHAS which is attached.  To its credit, the new Administration recognizes the many flaws with the PHAS process, along with the National Academy of Public Administration, the General Accounting Office, the Inspector General, and even consultants hired by HUD to evaluate the program.  Negotiations have begun to modify the program, but it is too soon to tell what might emerge.  PHADA’s consistent position has been to drastically overhaul the current evaluation process.  

If there is one clear theme running through PHADA’s vision for housing in the new millennium, it would be to “open things up.”  In the book noted earlier, Sandra Newman relates that “although housing practitioners are no more likely to have a consensus view on all matters of policy in their field than any other group, they do seem to share at least one position.  When asked how housing programs should change to foster economic independence among tenants, their consistent answer is:  ‘Government should get out of our way.’” 

Rather than provide a litany of what to do and not to do in the way of deregulation, PHADA recommends that the Commission take a comprehensive look at the Moving-to-Work (MTW) program.  HUD has only recently begun the required evaluation of the program, but it was clear the program had potential early on when many HUD staffers resisted their loss of micromanagement control.

Briefly, the MTW program relieves PHAs of much of the burdensome regulatory requirements of the Department and instead permits them to devise their own policies and objectives within the broad statutory requirements.  The purpose is to simplify program administration, devise locally planned interventions to help residents into the mobility mainstream, reduce costs of operations, and to increase housing choices for residents.  

In addition to the various innovative housing and self-sufficiency strategies generated by MTW participants, the common elements are the simplification of operational requirements, the focus on achievable objectives, flexibility of administration, and a more businesslike approach to management, with limited HUD intrusion.

Summary of Recommendations

· Expand the options for PHAs to use the 50th percentile on rents for Section 8 vouchers.

· Raise the 40 percent income-to-rent ratio to reduce barriers to family choice.

· Encourage the use of housing assistance funds for mobility counseling and helping families to move out of high poverty areas where that is the case.

· Reject the proposal to “compete out” the Section 8 voucher program to regional entities as unwarranted and unnecessary.

· Insist on level and predictable funding based on documented needs for both the capital and operating accounts in public housing.

· Advocate for restoration of 25 percent cut to capital fund (if enacted) and for sufficient future funding to preserve the existing stock.

· Require that the recommendations of the Harvard Design Group regarding the operating fund be thoroughly tested in “live” analysis before implementation.

· Expand the HOME program funding to significantly higher production levels.

· Eliminate or liberalize the 25 percent match requirement

· Eliminate the separate sets of rules for HOME and CDBG

· Extend the time to commit funds from two to three years

· Consider reviving the public housing development program in appropriate situations, under proper controls and guidelines.

·  Increase statewide tax-credit allocations to increase production.

· Raise the limitations and increase funding for project-based vouchers in order to increase production.

· Remove the one-size-fits-all census data restriction on project-based vouchers and address deconcentration issues at the local level given the community circumstances.

· Make public housing authorities eligible participants in all forms of housing production and preservation programs, by definition.

· Commission targeted research and study of the relationship between assisted housing and welfare reform – where it stands currently, and where it should be.

· Provide debt subsidies, capital subsidies, and tenant-based assistance as appropriate to various markets and communities (and PHAs) in sufficient amounts to reduce the “housing gap” for many more families.

· Deregulate all public housing authorities with less than 250 units, consistent with statutory requirements.

· Overhaul the Public Housing Assessment System to make it more comprehensible, equitable, and consistent, using a negotiated rulemaking process.

· Consider using the Moving-to-Work model as a process for deregulating all public housing.










� We added the emphasis to the statement in view of what may be a fine point, but relevant nevertheless.  There is an “extant” program that addresses the shortcomings outlined above.  It is called the public housing development program, which survives albeit in a dormant state (except for HOPE VI applications).   Realistically the public housing production program appears nowhere on the radar screen.  However, PHADA believes that in some cases, under the proper guidelines, public housing development could again be a useful production tool.  For example, there are few if any smaller housing authorities that need be ashamed of their public housing stock and management.  





