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Abstract

The public housing program is an outdated “Rooseveltian” public governance model that no longer serves its original purpose.  Taking the “public” out of public housing can re-align the program in line with current private equity funding realities and uncouple disruptive, non-value added, and costly political influences in its operations.

This discussion paper suggests that in order to create any material change in the public housing program, any action undertaken by Congress must be targeted at the core organizational structure of the program.  One core structural component in public housing is the public commission form of governance.  This form of governance is an outdated public governance model that creates a context in some jurisdictions that can be characterized as a “warehouse for the poor/housing of the last resort.”  

This context with regard to housing the poor arises from the local political jurisdiction’s traditional socio-political approach to poverty and is transmitted through the political appointment process of the public housing commission thereby influencing the character of the administrative procedures of the public housing authority.  Interestingly, where a jurisdiction embraces a business-like approach to low-income housing, this alternative result-oriented context is also transmitted through the political appointment process resulting in well-run agencies.  The variety of the locality’s accepted context explains the apparent paradox of troubled and high-performing agencies operating within the same program regulations and oversight.

The outdated public governance model also conflicts with the newer approach of private equity financing of affordable housing as well as recent efforts to make public housing’s operations as efficient as the private sector.  The governance model increases public entity costs and in some jurisdictions the expected contextual behavior contradicts the entrepreneurial administrative response required for the new approaches to developing affordable housing.  The public governance process also makes it very difficult for public housing agencies to respond quickly enough to tax-credit application schedules.

This paper recommends that Congress take the “public” out of public housing and authorize states to give jurisdictions the option of converting public housing agencies to private non-profit agencies.  This unlinks the unproductive political ties and maintains the existing positive partnership relationships with the local jurisdiction.  More importantly, it realigns the context to match the funding and efficiency requirements of the more recent approaches to the production of affordable housing.  

Discussion

Every conceivable group in this country for the last 30 years, that I have witnessed, have attempted to affect positive change in the institution of public housing.  For the most part, these well-intended attempts have led to disappointment.  HUD’s most recent attempt to automate accountability joins this long line of failures.  This legacy has ceased to be merely intellectually entertaining.  The presence of violence, incubation of poverty, and the erosion of family and self-development in many locations is evidence enough that we are, in reality, dealing with an outdated program that, by its current expression, is creating institutional violence.  

This obvious “the more things change, the more they stay the same” situation is the essence of the theory of logical types, which asserts that in order to truly change something within a group, the change must come from outside the group.  What this means is that in order create change in public housing, you need to change the “context” or organizing principles of public housing.  Let me explain what I mean by “context” in a non-academic, metaphorical way.

A baseball game is a context.  That context has a lot of well-understood and accepted behaviors.  If, for example, you don’t like the call made by the official, you stand up and yell.  Church is also a context.  There, the context does not allow you to stand up and yell at the official if you disagree with what is said.  The DC Metro is a context that demands civility; the New York subway, incivility.  In an elevator you are quiet and stare at the ceiling; at a cocktail party, you engage in robust discussions.  

Public housing is also a context and, in some jurisdictions, the expected behavior that it condones is, as I said, violence, incubation of poverty, and the erosion of family and self-development.  Applying the metaphor to public housing, the recent attempts to change these negative outcomes have been like making an announcement at a tied Mets game in the ninth inning asking everyone to get on their knees to pray for world peace.  If the desired outcome is to pray for world peace, then one should change the context and organize that behavior in a church.  

The context of public housing, in some jurisdictions, which might be called a “warehouse for the poor/housing of the last resort”, is a context that is not compatible with today’s production delivery methods for creating affordable housing, which has been so adequately expressed before this Commission.  In my opinion, you need to change the context before the behavior will change.

The context of public housing has been excreted by a number of complex social variables.  In making my recommendation to the Commission, I have chosen one structural component of the context of public housing, which I feel is a core precipitator of context and, if changed, will accomplish a dramatic change in the context of public housing.  That structural component is the legislated mandate that the legal entity of public housing must be a public entity governed by a board of commissioners.

I believe that public housing’s public commission form of governance is an outdated “Rooseveltian” model that has outlived its usefulness.  When enacted, it was an excellent model to perform important social accountability functions such as site location and massive single-source publicly funded construction projects.  That need no longer exists and has been replaced by a private-capital approach to affordable housing development, which links accountability to private debt, which is clear, efficient, and project-based.  Ironically, this outcome is exactly what HUD, the Harvard Study, and many others are attempting to force into the existing context of public housing.  

The public commission form of governance has a number of problems that are creating and re-enforcing the existing context.  State statutes almost universally require the local political body to appoint the commissioners.  This organizationally defines the governance model, at worse, as political and, at best, community-based.  

In its most benign expression, a board might view their mission as advocating for the poor and encouraging the development of specific approaches to affordable housing.  The current funding priorities of the low-income tax-credit allocation process, however, are already fulfilling that role.  At its worse, this political governance link is an invitation to completely politicize the public housing agency completely destroying the effectiveness of its operations.  In many cases, because of the governance role, housing authority boards also embrace what I call a “Nuremburgian” citizen watchdog role.  The governance structure implies that the citizens on the board are accountable to the general public to make sure nothing goes wrong in the administration of the program.  This sets up a very negative, reactive administrative context, which typically creates outcomes, which are self-fulfilling.  

This governance link creates a huge demand by administrators of public housing to not only attend to the political idiosyncrasies within which they operate, but also, manage the complex and ever changing anxieties of the board associated with their perceived social responsibilities.  This demand is what I believe the Public Housing Operating Cost Study being conducted by Harvard University calls “Public Entity Costs.”  I feel it is not only impossible to adequately measure these costs because it is art, not function, but also, the tasks associated with maintaining this governance context is contradictory to an efficient operation.  

It is my belief that this political governance linkage is the conduit that defines the context in public housing.  Where local governments feel public housing is a warehouse for the poor/housing of the last resort, that, by definition, cannot be run efficiently because of its safety-net function, that vision is embraced by the board and consequently by the administrators of the public housing agency
.  Public housing becomes more of an entitlement and incentives for effective, outcome-based results are non-existent.  

This helps explain why some housing authorities are well managed and others not.  In jurisdictions where the local community believes public housing should be well-run and result-oriented, this mission is passed through the governance linkage to the authority and you get the behavior the context expects.  Public housing is well-run.  Administrators can act more in the city manager functional role within the governance model because that approach to delegation of authority is supported by the context.

This is why many housing authorities can function in a very entrepreneurial way and creatively produce housing within the same governance structure as those that are troubled.  

I believe therefore that this outdated “Rooseveltian” public governance model of public housing is a barrier to any material change to public housing and until it is removed, the more Congress or HUD try to change the program, the more it will stay the same.

I recommend that Congress enact legislation that allows and encourages states to pass enabling legislation that gives local jurisdictions the option to convert public housing authorities to a private non-profit organization.  HUD would then adjust existing ACCs with the agency, thus keeping existing programs intact.  Combining this approach with the many excellent recommendations on converting program funding to the private equity market will, I believe, automatically require the management of public housing to shift their focus to the more accountable and efficient tax-credit model of operations.  

Changing the context to the private non-profit realm would also decouple all the unproductive political connections and the newly created resource context would retain the more productive municipal partnership opportunities.  Now, the “public entity costs” would be more symmetrical to the development costs experienced by the private sector and accountability would shift from HUD to the IRS and private equity partnership requirements.  

There are a number of other positive changes that would cascade from such a legal structural change of public housing.  Housing authorities would have to train staff to levels never imagined in the past.  Property management staff would have to comply with tax-credit compliance and other performance and record requirements.  The entire staff and administration of public housing would have to re-orient to a highly efficient operation.  “Gaming” of performance requirements would be impossible in the private equity marketplace.  

Board members of a local authority would, by the nature of the context, shift from citizen-regulator to advisor.  It would be in the best interest of the agency if it recruited board members who not only shared the new mission of the agency, but also had complimentary skills that helped the agency.  

All of the existing public housing and Section 8 programs in agencies that are under-performing would benefit from the new priorities on efficiency, productivity, and professionalism.  The agency could concentrate on strategic planning and worry less about political “bushwhacking” of agency plans.  

Residents of public housing would benefit from the agency’s singular focus on results and marketing a high-quality living environment.  

The realities of these changes are not speculation in many well-run public housing agencies.  For many high-performing agencies, the transition with regard to mission, staff training, and operational efficiencies are largely in place.  

I am recommending enacting enabling legislation that gives public housing agencies a choice because I suspect that under-performing and troubled agencies and their political jurisdiction would have a very difficult time choosing to uncouple the political ties and would frame the option as an abandonment of the poor.  Once they saw that it worked and witnessed the loss of new funding they might revisit the decision.  

One easy way for Congress to approach the opportunity would be to instruct HUD to perform a demonstration in cooperation with willing states to test the numerous legal and funding changes.  This would test the concept and provide a proven template for change.  A group of executive directors could form a directors network and collaborate, share successful elements, and problem solve.  

In case there is any doubt, the Housing Authority of the City of Yuma would be an enthusiastic participant.

�  One example was the mayor of Philadelphia, Wilson Goode’s order in the mid 80s to the Philadelphia Housing Authority to stop all evictions because they contributed to the city’s homeless problem.  The commissioners when confronted with the obvious affect on operations stated that they could not do anything about it because they had to “live in this city.”  
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