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Introduction

The National Low Income Housing Coalition is pleased to submit the following comments to the Millennial Housing Commission and commends the members of the commission for their commitment to understanding all perspectives of the affordable housing crisis. 

The National Low Income Housing Coalition is a membership organization dedicated solely to ending the affordable housing crisis in America. We believe that this is a goal that is well within the capacity of Americans to accomplish, and certainly more modest than many other of our national achievements. Our members are individuals and local, state, and national organizations that work every day on solving the affordable housing crisis, and include non-profit housing providers, homeless service providers, state and local housing and homeless coalitions, public housing agencies, state and local government agencies, faith-based organizations, mental health agencies, community action agencies, private developers and owners, lending institutions, resident of public and assisted housing and their organizations, housing researchers, and concerned citizens.

Together with our members, we use research, public education, advocacy, and organizing to develop and influence public policy that moves us closer to our goal. 

We promote a multipronged strategy to solving the affordable housing crisis:  improve incomes, expand and improve housing vouchers, preserve viable assisted and public housing, integrate housing and services where necessary for housing stability, and build new housing that the lowest income households can afford. While we are concerned about the housing circumstances of all low income people, we focus on the housing needs of the lowest income families and individuals. 

The Millennial Housing Commission has one of the most critical missions in American government today. In a country of immense riches, unparalleled freedoms, and unlimited intellectual capital, failure to assure the most basic of human needs – housing - for all its people, is a matter of extreme urgency. With its charge to the commission, Congress recognizes the seriousness of the failure of the housing market. The recommendations from the commission to Congress must be bold, visionary, and consistent with Americans’ capacity to solve complex problems.  Comments from NLIHC are offered on a range of subjects as indicated by the headings of each section. 

New Federal Investment in Housing

Above all else, the Commission should recommend substantial new federal investment in housing for the lowest income households.  Any analysis of the contemporary housing crisis must examine the implications of the federal disinvestment in low income housing that started in the late 1970s and early 1980s.
 Had the level of housing funding originally envisioned by Congress actually been achieved, it is safe to say that we would not be experiencing the housing shortage we are today and certainly we could have prevented the homelessness that emerged in the 1980s and continues today. 

The mounting inequity between spending on direct housing assistance and tax expenditures on home ownership is a key area for reform. The accelerating growth of the mortgage interest tax deduction and related home owner tax benefits is driven by the rising cost of housing and the increase in the rate of home ownership. Those fortunate enough to be homeowners with enough income to take advantage of the tax benefits receive a housing subsidy that is a federal entitlement. Most renters receive no housing subsidy, and those who do are only a fraction of those who are eligible, leaving millions of families with untenable housing costs. This bifurcation of federal housing subsidies contributes to the lack of public and political support for housing aid to the poor.  

The top heavy distribution of federal housing subsidies is symptomatic of the growing economic inequality in the United States. The greater the degree of economic inequality, the more disadvantaged are those at the bottom.  Significantly increased investment in housing support for low income people will reduce economic inequality. Thus, not only will new investment in housing for low income people improve their housing circumstances with many contingent effects on their social and economic well-being, it will help us achieve a greater degree of fairness, a fundamental American value. 

Balanced Housing Policy

The National Low Income Housing Coalition supports policies that promote home ownership, recognizing the important asset development objective of home ownership. However, support for home ownership while rental housing is neglected is incomplete housing policy. One effect of the current over-idealization of home ownership is the perception of rental housing, especially affordable housing, as undesirable. Once that dichotomy is created, the corollary idealization of the people who are home owners and perception of renters as undesirable people easily follows.

Balanced housing policy recognizes different housing needs at various stages of the life cycle. The housing needs of single people and young couples are significantly different than those of families. Housing needs and preferences change as children grow up and leave home, and middle aged adults prefer greater flexibility. Rather than the false dichotomy of rental housing vs. home ownership, we should see housing along a continuum with literal homelessness as the extreme on one end and long term housing stability and economic security at the other end. Along the way, a lot has to happen to successfully make it to the stable and secure end. Access to rental housing assistance and access to good rental housing are two key ingredients to success. The single most important factor explaining five years of stable housing for formerly homeless families was the receipt of rental assistance.

Balanced housing policy reflects variations needed in forms of tenancy based on economic and employment circumstances. It argues for a healthy supply of good quality, affordable (subsidized, if need be) rental housing. For example, if there are two low wage earners in a family, it is likely with down payment assistance, they could afford monthly mortgage payments just as easily as they can afford to pay rent. But both wage earners are in service sector jobs and as the economy slows down, one or the other is at risk of being laid off. Without savings to draw on, they are in jeopardy of losing their home for lack of payment. Once foreclosure occurs, not only do they have to vacate their home, but their credit rating goes down precipitously, making it harder to get back to at least where they were before they bought their house. This family would be better served in rental housing, if they could receive short term rent assistance until the second wage earner found another job. Home ownership should come with a greater employment security. 
Vouchers

In 1999, the National Low Income Housing Coalition undertook a project to more fully understand impediments to voucher use and to offer solutions to the problems of voucher underutilization. The impetus for the project was the groundswell of concern coming from our grassroots members about the decreasing ability of voucher holders to find housing within the required time frame. While expanding the supply of vouchers was the only serious strategy at the national level for addressing the affordable housing crisis, people at the community level were questioning why that was the case. Increasing vouchering out of both Section 8, project-based properties and public housing, both the result of federal policy decisions, was “flooding” the market with voucher holders.  So there was a fundamental incongruence between the policy objectives of DC based advocates and the felt needs of people at the local level.  

The National Low Income Housing Coalition assembled all known data about voucher utilization, convened dialogues among people of different perspectives, and surveyed voucher administrators. Impediments to voucher use were identified: lack of housing stock that voucher holders could rent, poor administration of the voucher program by local housing authorities, and discrimination against voucher holders by landlords, either outright rejection of vouchers as a source of payment or using objections to vouchers as a proxy for racial or other illegal forms of discrimination. 

Since that time, improved voucher utilization has become a priority for both HUD and Congress. Although housing vouchers continue to be seen as the primary method for expanding access to housing for the lowest income families, modifications that will enhance utilization are necessary. HUD has taken action to increase fair market rents in selected jurisdictions to increase the supply of housing that is affordable with a voucher. HUD has also instituted a process that recaptures voucher money from one jurisdiction that cannot use it and redistributes it other localities that will be able to use it. Congress enacted legislation last year to make it easier to “project-base” vouchers, a measure intended to both expand voucher use and increase the assisted housing stock. 

Voucher improvement. There are a number of other measures that if put into place would further improve voucher use. First, there is evidence that providing assistance in various forms to voucher holders as they search for housing has positive results. Forms of assistance include direct referrals to landlords, transportation to visit potential rental sites, counseling about how to find places to rent, and assistance with security or utility deposits. Funds should be provided for such assistance. 

Second, improved administration of the voucher program at the local level would improve voucher use. At a minimum, voucher administrators should be required to proactively recruit landlords to participate in the program. Further, timely processes for physical inspection and payments would make the program more attractive to landlords and voucher administrators should be incentivized to create more efficient processes.

Three, administration of vouchers by over 3,000 local agencies contributes to low voucher utilization, especially when voucher holders exercise their right to move from the jurisdiction that issued the voucher to anywhere in the country. Regional administration that covers natural metropolitan areas would reduce delays caused by the transfer of cases from one jurisdiction to another. Local jurisdictions should be incentivized to form regional voucher administration programs.

Fourth, prevention of discrimination against voucher holders should be a top priority. All voucher holders should be counseled to recognize when they are being discriminated against illegally and to pursue enforcement of fair housing laws. In those states and localities whose fair housing laws include “source of income” as an illegal basis to deny a rental application, voucher holders should be thoroughly advised of their rights and remedies if they think their rights have been violated. Finally, expansion of “source of income” as a protected characteristic of a prospective tenant should be a recommendation of the Commission. For example, greater than fair share of new vouchers or increased resources to administer the voucher program could be made contingent on enactment of state or local statutes that prohibit discrimination on the basis of source of income. 

Five, voucher utilization has plunged in localities that have not had the kinds of problems outlined in 1-4 above. The most pressing and intractable cause of reduced voucher use is the simple lack of housing stock that is available and affordable to rent with vouchers. Production of new housing stock and rehabilitation of existing stock are essential to the future viability of the voucher program. The call for new housing production is detailed below.

Voucher funding. Problems with voucher use notwithstanding, the major measure of forward movement on the affordable housing crisis in recent years has been the addition of new incremental vouchers to the HUD appropriations.  Compared to the need, the number of new vouchers is stunningly small. Nonetheless, increasing the number of new vouchers above the number of new vouchers from the year before has become the benchmark of progress. Thus, the number of vouchers in the proposed FY2002 budget, less than in the FY2001 budget, represents a setback in housing policy. At a bare minimum, the number of new vouchers a year should be no less than the number of low cost housing units lost each year, estimated to be 100,000.

Housing Production

In October 2000, the National Low Income Housing Coalition Board of Directors decided that the coalition’s major focus for the next year or more would be to gain substantial new resources for the production of rental housing for the lowest income households. Since that time, NLIHC with many other partners has mounted a national campaign to establish a national housing trust fund. NLIHC strongly urges the commission to recommend passage of national housing trust fund legislation (S. 1248 and H.R. 2349) with sufficient funding to meet the goal of production, rehabilitation, or preservation of 1,500,000 units of housing in the next 10 years. 

This is an ambitious agenda, but it is certainly well within the financial capability of the federal government. The estimate for production at this level is $10 billion a year or $100 billion over ten years. 

Trust fund principles. The partners in the National Housing Trust Fund campaign have developed a set of principles to guide the negotiations on legislation. These principles are as follows:

· Goals and Objectives. A National Housing Trust Fund should be established to serve as a source of revenue for the production of new housing, and the preservation or rehabilitation of existing housing that is affordable for low income people. The initial goal of the National Housing Trust Fund should be to produce, rehabilitate, and preserve 1,500,000 units of housing by 2010. 

· Source of capital. The Trust Fund should be capitalized with ongoing, permanent, dedicated and sufficient sources of revenue to meet the goal of 1,500,000 housing units by 2010. The initial sources should be excess FHA and Ginnie Mae revenue, above what is necessary to maintain the soundness of the FHA and Ginnie Mae programs. At a minimum, revenue produced by federal housing programs should be used to solve housing problems. Other sources of funding should be identified and dedicated to the Trust Fund and, if necessary, additional appropriations should be made to meet the goal.  

· Eligible activities. The Trust Fund should be used for the production of new housing, preservation of existing federally assisted housing, and rehabilitation of existing private market affordable housing. The Trust Fund should be primarily used for rental housing. We support allowing between 15 and 25% of funds to be used for homeownership activities, so long as low income people are served. 

· Income targeting. At least 75% the Trust Fund dollars should be used for housing that is affordable for extremely low income households, that is, those with incomes under 30% of the area median. Within that, 30% of total Trust Fund dollars should be used for housing that is affordable to households with income at the equivalent of full time minimum wage earnings ($10,700 annually) or less. The rest of the funds can be used for low income households with incomes up to 80% of the area median provided these funds are restricted to housing production, preservation, or rehabilitation in low income neighborhoods. In all cases, no one should pay more than 30% of their income for housing.  

· Term of affordability. Housing funded through the Trust Fund should be required to remain affordable for the useful life of the property.

· Operating subsidy. Projects funded through the Trust Fund should assure that any operating subsidy needed to make the housing affordable for a range of extremely low income people is provided. That could be by using Trust Fund assistance to underwrite the operating subsidy for new or rehabilitated units for one year, after which the operating subsidy will be funded from the Housing Certificate Fund and renewed through the Section 8 program thereafter, or the applicant could devise another operating subsidy mechanism (which may be able to be applied to the match requirement).


· Distribution. Ninety percent of Trust Fund assistance should be distributed by formula allocation. The formula should be developed by HUD, using criteria that assure distribution in proportion to the need for eligible housing. The distribution of funds should ensure that every type of community has access to funds, and should encourage regional consortia. If an eligible grantee declines to apply for Trust Fund assistance, an alternative application process should be established so that other entities in the jurisdiction can receive and distribute the Trust Fund dollars. Grantees will distribute the funds to eligible entities prepared to conduct activities that are eligible for Trust Fund support. The remaining 10% of Trust Fund assistance should be distributed through a national competition that supports eligible entities that are pursuing innovative approaches to production, preservation, and rehabilitation of affordable housing.

·    Match. States, localities, or non-profit organizations receiving Trust Fund assistance should match the federal funds in the following manner.  If the entity uses state, local, or private revenue for the match, they will receive two federal Trust Fund dollars for every dollar they provide. If an entity uses locally controlled federal dollars (HOME, CDBG, LIHTC, private activity bonds, TANF funds, project based assistance) for the match, they will receive one Trust Fund dollar for every dollar of match they provide.

· Mixed Income. New housing production and financing should be done in a way that assures that extremely low income households are not segregated from other income groups. Thus, Trust Fund dollars should be utilized in conjunction with other funds to complete the financing for a new multifamily housing development, with the Trust Fund dollars supporting the construction of housing for extremely low income households. Trust Fund applicants that propose small projects in low-poverty neighborhoods, rural communities, or that serve special populations may be able to assure economic integration with Trust Fund dollars alone.

· Compatibility with other housing programs. The use of Trust Fund funds should be flexible to ensure its compatibility with Low Income Housing Tax Credits, private activity bonds, CDBG, HOME, Section 8, public housing, USDA rural housing programs, and other forms of assistance.

· Tenant Protections.  Existing federal tenant protections and rights to participate in decision making about their homes should be extended to tenants in homes funded by Trust Fund dollars.

· Other housing funds. In addition to establishing a National Housing Trust Fund, we recommend additional investment in affordable housing with substantial increases in HOME, CDBG and USDA Rural Housing programs, as well as an examination of ways to reform the Low Income Housing Tax Credit program to improve access to the program by a wider range of non-profit, community-based housing developers.  Substantial increases in the housing voucher program will also be necessary to assure affordability for the lowest income households.
Preservation

The National Low Income Housing Coalition remains extremely concerned about the continued erosion of the assisted housing stock, both Section 8, project-based and public housing. These programs represents nearly 3,000,000 units of housing that is affordable to those with the most acute housing problems. This housing is a precious resource in which we have invested considerable funds over the last 60 years. Some of it has been neglected and is not salvageable. But that which is preservable must be preserved. We cannot continue to lose housing that low income people can afford at a faster rate that we are adding new housing.

The means to preserving public housing are different from those of Section 8, project-based housing, given the programs’ different origins and statutory base. But key to preservation of both kinds of housing are two things: sufficient capital resources and active, informed residents. 

Capital resources. The attempt by HUD this year to cut the public housing capital fund even in the face of considerable backlog of modernization needs is an indication of a disturbing policy direction - the slow starvation of public housing. If HUD is dissatisfied with the rate at which certain PHAs use their capital funds, HUD should address those problems with  the specific PHAs, not penalize the whole system. Further, HUD should aggressively enforce requirements that public housing be well-maintained, just as we maintain other public buildings that are a source of civic pride.  


In the case of Section 8, project-based housing, NLIHC supports measures that will facilitate the transfer of ownership to the social housing sector that will commit to maintaining affordability over the long term. Exit tax relief for owners who wish to sell, but risk large tax liabilities, should be a legislative priority. Further, NLIHC urges that preservation of the assisted housing stock be an eligible activity for use of national housing trust fund resources. Capital grants to current or potential owners who will maintain affordability for purchase or rehab of properties are urgently needed. NLIHC also supports legislation that will create matching preservation grants.

Resident participation. The other essential ingredient to the preservation of public and assisted housing is the development of the residents as advocates on their own behalf and on behalf of their neighbors. When the Congress devolved much responsibility for public housing policy making to the local level with the 1998 Public Housing Reform Act, it also vested a great deal of responsibility with the residents to hold PHAs accountable. The development and support of viable and meaningful resident-led organizations who are equal partners at the negotiating table with the PHAs, local officials, and other interested parties should be a major emphasis of HUD and a major thrust of federal housing policy. 

Similarly, resident associations in Section 8, project-based developments serve the very important function of representing the residents in any transactions with owners and with HUD. Treating residents as if they are expendable simply because there is a high demand for assisted housing is not only unethical, it is poor management. Empowered and vocal residents will proactively defend the owners’ property, because they live there.

Time limits. On a related note about resident participation, there is a fundamental incongruence between the emphasis in the law on strong resident organizations and the recurring threat of imposing time limits on housing assistance. The strong communities that we seek for public and assisted housing depend on long term resident leaders and a sense of commitment to one’s neighborhood in all residents.  The threat of termination of assistance and forced relocation directly contradicts the value of strong communities.

Further, placing time limits on housing assistance merely sets up a rotation of poor families through public or assisted housing, into unaffordable private market housing, and ultimately into shelters or worse, because they cannot afford to sustain housing without assistance. In the absence of sufficient private market housing that extremely low income people can afford, setting time limits on their housing assistance is a punitive exercise with potential dire consequences for extremely low income families.

Community Linkages

The intersection of affordable housing and social services has gained increased prominence as policy makers and practitioners have grappled with how to achieve residential stability for multi-problem or special needs families and individuals. However, this is hardly a new issue, dating at least to the 17th century and the establishment of almshouses. In the 1960s, a demonstration program consciously linked programs of the Housing and Home Finance Agency (forerunner of HUD) and the Department of Health, Education, and Welfare (forerunner of HHS). By the 1980s, a number of programs that sought to provide additional services to some recipients of housing assistance had been established at the federal level. The advent of widespread homelessness in the 1980s pushed the issue to the forefront with endless debates about causal factors of homelessness and what interventions were required based on what one’s causal perspective was.  

In 2000, the National Low Income Housing Coalition undertook an analysis of the myriad of programs that have emerged in recent years.
 Known by many different names and often developed under different auspices, the field is cluttered with overlapping concepts that dilute meaning and make policy decision-making inexact at best and wrong at worst.  Program evaluations reveal at least three themes: community building, housing linked with services as an anti-poverty measure, and increased resident participation in programs and community life. 

Housing plus services principles. To add clarity to an important aspect of housing policy, the National Low Income Housing Coalition recommends using an umbrella term of “housing plus services” that encompasses all such efforts.  Further, NLIHC has developed a set of principles to serve as guidance for the development of policy and programs. These principles are listed below:

· Housing is a basic human need, and all people have a right to safe, decent, affordable, and permanent housing.

· All people are valuable, and capable of being valuable residents and valuable community members. The basic human rights of residents must be respected.

· Housing plus services programs should be integrated to enhance the social and economic well-being of residents and to build healthy communities.

· Residents, owners, property managers, and service providers should work together as a team in developing needed housing and community development programs and services.

· Service design is based on sound research, which means that programs are based on an accurate assessment of the strengths and needs of residents, evaluation is an integral part of program design, and modes of intervention are supported by research. Services evolve as the community changes.

· Continuous strengthening and expansion of resident participation improves the community’s capacity to create change.

· Residents’ participation in services is voluntary. However, outreach to the most vulnerable and isolated residents is a priority. Engagement of residents must take place in a context of strengths and assets. 

· Residents are members of the larger community in which the housing is located. Community development should be extended to the surrounding community and integration of residents with the larger community is a goal.

· Assessment and intervention are multilevel – focusing on the individual and the collective – because the health of individuals and the health of neighborhoods are interdependent.

· Service delivery maximizes the use of existing resources, avoids duplication, and expands the social, economic, and political resources available to residents. 

Implementation of housing plus services programs depends on sufficient funding. Adding services will necessarily increase the cost of housing programs. Funds should be dedicated to these efforts from all relevant federal agencies, and reliance on HUD to fund services should be carefully assessed. HUD resources should be primarily dedicated to developing and sustaining housing. 

Devolution and Accountability

Devolution, a core principle of contemporary federal policy, is the movement of decision-making away from the federal lawmakers and bureaucrats, and the delegation of more authority and responsibility to state and local authorities. An impetus for devolution today is the dissatisfaction with federal social programs and a corresponding belief that “locals know best” and have the capacity to solve their own problems. The role of the federal government in housing policy has diminished in recent years with devolution of greater authority to state housing finance agencies, public housing authorities, and local governments. Along with greater autonomy comes greater accountability to local citizens, in whom monitoring and enforcement are vested.

Public policy is best understood as occurring in three stages. Policy-in-intent is what policy makers want to occur as a result of their decisions. Policy-in-implementation is how policy is translated into programs and operationalized in states and localities.  Policy-in-experience is what happens to people in communities, the intended beneficiaries of policy.
  The failure of policy-in-intent to achieve positive outcomes can be the result of poor policy decisions or the result of distortion of sound intent as policy moves from one stage to the next. The potential for distortion is high at every step of the process, if no other reason than the frailties of human communication. The consequences of distortions in interpretation and disconnects between intent, implementation, and experience are serious. Not only do we fail to achieve good outcomes and waste public resources, but we fuel cynicism about the ability of government to solve social problems and we promote disengagement from civic life.  Trust in government, especially the federal government, is diminished.
  What’s more, policy makers come to believe that federal interventions in social problems are inherently unsuccessful.

The potential for distortion is particularly pronounced when the three stages of public policy are treated as hierarchical, that is, legislators act, bureaucrats react, and clients simply receive (or not, as the case maybe). Distortion is diminished when the stages are understood as circular, with policy-in-experience informing policy-in-intent in a continuous feedback loop that supports refinements in implementation so as to maximize the resemblance between intent and experience or to change intent in a manner that improves experience. Thus, devolution should not be seen as simply movement of decision-making in one direction. Successful devolution means that the federal government joins with citizens to support their ability to exercise their monitoring role and to step in when enforcement of federal policy is required.  


Housing and smart growth. The housing and smart growth debate is emblematic of the dilemmas of devolution. Concern about unbridled development can lead to limitations on new housing, with particular resistance to affordable housing. Land use issues have historically been strictly in the domain of local government that guards its prerogative jealously. The intent of federal policy to provide affordable housing can be easily thwarted by no growth and other zoning decisions made by local government. NIMBYism is about controlling development. 
  Inclusionary zoning offers a positive approach to managing growth and developing housing. Incentives for jurisdictions to pass inclusionary zoning ordinances would be sound federal housing policy. Quantifying the value that inclusionary zoning brings to housing development and allowing that value to be applied to matching requirements for federal grants should be explored.

Conclusion

The federal government has three basic roles in affordable housing policy. The first is funding. The affordable housing crisis is market failure without sufficient federal investment. There is no evidence that state or local governments, nor the non-profit sector, has the level of resources needed to intervene in the housing crisis. The federal government remains the only viable source of sufficient funds and renewed investment is required immediately.

The second role is setting of national standards. Housing affordability and quality should not be dictated by circumstances of geography in this country. It is the responsibility of the federal government to set a minimum standard of housing below which no one will be allowed to fall, and enforce the standards nationwide.

Finally, the federal government remains the guardian of civil rights and must exercise its authority to assure basic fairness in all housing transactions. To the extent that differences in income remain skewed in favor of the non-disabled, white majority, then the housing choices of the racial minorities and people with disabilities remain limited. Thus, to the extent that zoning is a barrier to housing choice for people who are protected by federal civil rights laws, then zoning becomes a federal concern. Zoning may be the next major civil rights arena.
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