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INTRODUCTION
Thank you for the opportunity to present testimony to this body.  My testimony will reflect my last 30 years in producing and managing government-assisted rental housing.  Since a great deal of that housing has been rural housing, I will also have remarks that will specifically relate to the topic.

I will first address some of what I will call the micro-issues of housing, and I will then conclude with some issues that might be categorized more as macro-issues.  I will divide my testimony into the following five sections:

Housing Production Costs

Housing Management Costs

Production Programs

Rural Housing

Macro Issues


HOUSING PRODUCTION COSTS
If you need to get more for your money instead of allocating more money, you have to look at a number of cost issues.

Housing Quality
There is a pervasive myth that housing built under affordable housing programs is of lower quality and therefore will have less longevity than conventional housing.  Nothing that I have seen would indicate in any way that this is true.

On the contrary, I believe that additional cost savings can be achieved by using more innovative techniques in terms of construction.  Such techniques are not new; they are well-documented.  All that it takes is for government as well as housing producers to implement them in design and construction.

Any innovative techniques will be for naught unless local officials are trained in their use as well as in code enforcement.  Almost all local building officials that we run into behave in a protective manner, not an innovative one.

Davis-Bacon
In New York State, Davis-Bacon wage rates are rising precipitously with little or no relationship to the actual cost of labor.  This is unnecessarily boosting costs and decreasing the amount of housing that can be produced.  All prevailing wages, whether at a State or Federal level, need to be abolished, with the marketplace determining what people are paid.  

Cost Reduction Incentives
In the construction and development business there are precious few incentives built into the development process to reduce costs.  In fact, the incentives are all in the opposite direction, with developer fees and construction profit being a percentage of other costs.  The incentives are to raise costs, not lower them!

Development Process
In general, the development of an assisted housing project today is riskier and takes more time than it did ever in the past.  This fact can do nothing but increase costs.  

The greatest bottlenecks (and therefore risks) are what I call the moving targets: these include environmental, historical, flood, wind, seismic tests, reviews, or methods.  Many of these areas have ill-defined standards, and therefore the development process is at the whim of the governmental person or persons regulating these areas.

Particularly in the hazardous material, historical impact and wetlands areas, there needs to be specific, quantifiable thresholds of applicability.  Although agencies controlling these areas state that such thresholds do exist, we have found that the thresholds are dependent upon the person processing the request rather than on any objective criteria.

I believe that the only way to expedite such diverse government approvals is to have delegated processing for such disciplines located within the State and Federal housing agencies themselves.  Forwarding an application to be reviewed by a government agency other than that processing the housing is a time-consuming and dicey process.

Municipal approvals, as well, can now be long, contentious affairs, even for Ainnocuous@ housing.  Television and the Internet are tending to decrease the delegation of citizen authority to elected representatives; the result is that larger and larger numbers of citizens are demanding personal input into governmental decisions.  The subsequent loading-down of the development process with numerous and costly additions and delays likewise drives up the cost of housing in a very substantial fashion.

Government Regulations/Procedures/Paperwork
Almost all government regulations are written to deal with worst-case scenarios.  This is done in order to make sure that the government does not look bad even in an extreme and/or obscure case that might be exaggerated or manipulated by outside persons.  Government employees are not encouraged to decrease regulations but rather they are constantly urged to protect their backsides.

In reality, the government cannot be protected absolutely for every type of situation that might arise.  Therefore, regulations should be written that deal with the 80-90% of the cases rather than the extreme 10%.  Do I need to emphasize that all regulations become longer and more burdensome if they are written and reviewed by overly-protective lawyers?

The recent past efforts to reduce paperwork, much ballyhooed in the political process, have made little or no difference that I can see in government housing programs.  These efforts MUST BE RENEWED.
Sites
Good sites for affordable housing are very difficult to find.  I like to say that we try to find the best of the worst, though this may just be a personal exaggeration.

We use the land-buying checklist from NAHB in order to try to cover all of the bases when it comes to finding a decent site.  This checklist, as some of you may know, is pages and pages and pages long.  What you always end up with is a site that has various good attributes and various bad attributes, with the ultimate outcome being whether the positives outweigh the negatives.  Because there are few great sites, site costs can easily become disproportionately large (and often do).


HOUSING MANAGEMENT COSTS
Paperwork Vs. Property Management
1) Paperwork Itself - My housing managers spend most of their time doing government paperwork instead of bettering the housing or social conditions of our residents.  A very serious effort needs to be undertaken to change this equation.  There are substantive activities that should be done in the housing management process, and there are Mickey-Mouse activities that ought to be expunged.  In some cases both we as housing managers and government have elevated even the Mickey-Mouse to the substantive!  

A serious review of all government procedures should be mandated to be carried out by independent parties on a regular basis so that proper priorities are maintained in this entire process.  

2) Redundant Paperwork - We often submit the same information to different agencies in completely different formats.  Computers help us to lessen this needless burden, but it should be eliminated entirely.  

3) Competing Agencies - Some government agencies do not just naturally work well together (although New York State is an exception), and cooperation in order to reduce needless paperwork should be mandated.

Government Employees
There are many talented people in the government system.  Those that are talented and work hard should receive more compensation than those who don=t.  In this regard government is no different than private business.  I like to say that 20% of the people do 80% of the work (the only different is that in private business the 20% get better compensated than in government).  Production should mean reward, in government as well as in business.

Government as Partner
As long as government and private enterprise have a mutually distrustful attitude toward each other, very little creativity will be forthcoming in the housing field.  I believe that the role of Government As A Cop should be minimized and Government As A Partner should be encouraged.  In this way government and business can join forces to find more cost-effective solutions to creating housing with the limited funds that we both have available to us.  My state, New York, has been particularly instrumental in carrying out creative partnerships with developers in order to get more and better housing produced.  Its quite doable:

3) Conceive the program, together;

3) Test the program, together;

3) Replicate and refine the product.


PRODUCTION PROGRAMS
There is a great deal of expertise in the housing field in this country.  Since government entered the field 50 years ago many good ideas have emerged for what to do about our housing issues.  This is all fine and dandy if you spend lots of money.  My analysis of the situation, however, is that if we=re short of money we don=t need to come up with more ideas necessarily but rather we have to figure out how to implement better.  This is not glamorous work: however, it can be done, with a great deal of perseverence.

I believe that any new production program would have to be a substitute program, not an additional program.  Absent housing having a higher priority in the national consciousness, additional funding will be very difficult to obtain.

Flexibility/Local Administration
The federal HOME program is the best federal program that I have ever seen, due mainly to  a lot of built-in flexibility and its ability to be administered at a state and local level according to the needs of particular communities.

Now is an opportune time to use the tool of flexibility to customize our housing programs so that we can effectively service people in very different geographies, in very different economies, with very different ages, incomes and housing types.  There is no reason to any longer use a one-size-fits-all program to deal with rural Wyoming as well as with Brooklyn.

The best path that we can take would be for every Federal program to undergo an expedited review and a legislative and regulatory re-write in order to endow them with these same two attributes: 

3) Flexibility, and

3) Local Administration.

Siphons
Over the years, housing dollars spent on production have been diminished because of what I call siphons.  A huge siphon has been asbestos.  Millions of dollars have been spent on asbestos abatement, which could have been spent on additional housing production, with little or no evidence that this danger is in most cases real or acute.

Recently, the IRS=s TAMS=s on tax credit basis have developed into another siphon, this one using up our housing attention span as well as our dollars.

It is very likely that lead-based paint will become a gigantic siphon, with the potential to bleed off billions, not millions, of dollars from the production of new, decent, affordable housing.  The housing industry has to be prepared to not let lead-based paint (by using high-profile, scarey publicity) soak up our housing production dollars.


RURAL HOUSING
Section 515 Funding
The Section 515 Rural Rental Housing program (along with the Section 521 rental assistance program) is the only rural deep-subsidy program remaining.  From a national allocation of $940 million annually the program has been reduced to one of slightly-more than $100 million currently.

While budget constraints had started to lower the funding level, this program was also subjected to a vicious, undeserved attack by one congressman in particular for his own political gain.  The result of this is a minuscule program administered by an agency still gun-shy from this attack.  The result is that, in our state, New York, the state Division of Housing now produces more rural rental housing than Rural Development does.  We were sucker-punched, and we never fought back (and still aren=t).

The funding of Sections 515 and 521 need to receive funding increases to a programmatically-viable level.

515 Monies as Non-Federal Subsidies
HOME program funds are considered a non-federal subsidy under Section 42 of the Internal Revenue Code.  A similar treatment of Section 515 monies would raise more equity and thereby create more units.

This is not a new idea; it just needs enactment.

Rural Distribution of Benefits
Some states (such as New York) have a policy of distributing federal benefits (such as HOME and LIHC) to rural areas.  Other states do not.  In fact, in some states projects that are funded with Section 515 monies have been unable to ever secure LIHC allocations.  This situation is utterly absurd and ought to be rectified legislatively at the Federal level.

Small Projects
We, as a profit-motivated developer, can not build projects smaller than 24 units in rural areas, due to cost issues from both a production and a property management standpoint.  As I mentioned earlier, almost all fees are based on percentages, and therefore small projects are generally infeasible.  Smaller projects ought to have a different scale of fees for both for-profit and not-for-profit developers and managers.  Otherwise, nobody will do them unless they are subsidizing their operations with other funds.

Local Delivery Mechanisms
Many rural areas are under- or ill-served in the housing field due to geography.  In some instances not-for-profit groups are the only housing professionals in a rural area.  In order to retain any local delivery mechanisms that are currently in place, special additional funding should be available to enterprises in rural areas that can deal with projects that are remote.  Currently, no fees or incentives deal with geographic distances.

Micro Management
Although HUD generally lets professional managers (often large ones) manage the properties in their portfolio without undue interference, Rural Development tends to micro-manage their often-smaller managers.  This ends up creating more work for rural management companies, and therefore the balance between effective property management and bureaucratic paperwork is even more difficult to maintain.

Rural Development should be encouraged to stay out of the property management business and spend more time looking for creative solutions to issues involving financing, preservation, and resident services as opposed to grass cutting.

Who Should Administer Rural Housing
In many ways having a housing agency located apart from HUD and well obscured in the larger Department of Agriculture seems incongruous.  This dichotomy is also reflected in the legislative process with all Ag activities happening in an Agricultural forum, including rural housing.  Rural Housing Service is often a Aforgotten@ piece in the bigger agricultural pie.

Rural Housing Services= star in the USDA galaxy has to be brightened.  The lack of attention to housing by Agriculture has certainly abetted many of the funding decreases.  In its favor, the RHS delivery mechanism in the field can be a great deal more personal and responsive to the needs of the communities being served (and therefore very effective).

If the Department of Agriculture cannot elevate RHS to its proper status within the Department, I believe that a transfer of these operations to an agency such as HUD, which specializes in housing, might be worth exploring.


MACRO ISSUES
Where Affordable Housing Stands
Affordable housing is not a national housing priority.  Until this situation is made to change, the housing industry cannot expect any major allocation of resources to it.

I believe that one possible way to change this would be to make government-assisted housing a privilege rather than a right.  Allowing persons with anti-social and/or dangerous behavior into government housing affects the vast majority of our residents who are hard-working and law-abiding.  It is unfair to them; and we should immediately take steps to make our housing a place for people who are contributors to the housing and to the society at large, as opposed to detractors.

If living in government-assisted housing became a positive status symbol rather than a negative one, I believe that we would have a much greater chance of getting the general public to allocate more resources to housing programs and thereby help additional persons in need.

Philanthropy
Great wealth is being created in this country at the present time.  Coupling this wealth with an American spirit of generosity is good for housing.  

I was encouraged to read of the Cousins Foundation community experiment in Atlanta.  Though difficult, such endeavors can become attractive repositories for funds from persons who want to do good.  

Such efforts should be more widely-publicized to the public at large so that they may be duplicated and built upon.

30% of Income
For as long as I can remember, the 30% of income rule has been an operative one in the housing business.  Through the years this number has become sacrosanct; however, it is my belief that this should be re-examined.  A large family paying 30% of their income for housing is very different from a one-person elderly household paying 30% of income for housing.  In general, a family with an income level at 60% of the median income as opposed to 35% of the median income should pay a different proportion of their income.

To elaborate, elderly persons, for instance, paying 30% of their income no matter what bracket they are in and no matter what level of services are being provided to them is not cost-effective.  It would not be unreasonable for an elderly person at 50 or 60% of median to pay 40 or 50% of their income (or more) for housing, particularly if that housing included a number of social services.  Given the large number of persons who are now Baby Boomers and will soon be elderly, such a change ought to be instituted now (if we don=t want to bankrupt our children in the next 20 years).

I understand that this is a very touchy issue, but such does not make it less worthy of modification.

Housing Linkages
Housing does not a person make.  Although we, as housing professionals, like to think that providing good housing solves all sorts of ills, we really know that it doesn=t.  We do know, however, that it is an integral part of any social fabric.  Therefore, when we talk about such things as education, Welfare-to-Work, health care and employment, we ought to include housing as part of that overall mosaic.  People who succeed at such disciplines or at least make progress within them should also be eligible for housing assistance at the same time.  Our government is taking small steps in this direction; these steps should be encouraged and enlarged.

Flexibility& Innovation
Earlier, I mentioned programmatic flexibility as a desirable attribute to be injected into all of our housing programs.  Such flexibility is also part of a larger picture where we, as housing professionals, should spend less time guarding old turf and more time exploring new turf. 

If we, as persons with an abundance of expertise and experience, do not entertain new notions because of our own proprietary reasons, we will be nothing more than useless hindrances, in which case we should either be stepped on or shunted aside by the new and the energetic.
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