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Thls worklng note was prepared for the Office of Policy Develop-

men[ and Research, U.S. Department of Houslng and Urban Development.

It anaLyzes the lnflation in housing costs that has occurred in Bror,rn

County, Wlsconsln, since September L973; and recomnends compensatlng

lncreases in benefits paid to participants in the experimental housl-ng

allowance program there. It also recoumends realignment of the sched-

ule of beneflts for very small and very large households.

Many people have contrlbuted either direetly or lndirectly to the

preparati-on of this note. Larry A. Day planned and supervlsed the con-

structlon of the rent-inflation analysls file of survey data that is
described ln Sec. II. Populati-on weights for that file were constructed

by Lawrence Helbers and Tlmothy M. Corcoran. Daniel A. Relles planned

and executed the statlstlcal analysis of survey data.
The analysls of lnflatlon ln fuel and utllity costs reported in

Sec. III ls based on methods devised by Barbara M. Woodfill and on

data collecred and organized by Paul F. Ernst.
The analysis of the e:<periences of program participants reported

ln Sec. IV ls based princlpally on work by Marsha A. Dade, who planned

and supervlsed the construction and use of research flles based on HAO

admlnlstrative records for the first year of program operations. Some

tabulatlons for January 1976 were prepared by the staff of t.he Brown

County Housing Allowance Offlce.
The study was supervised by Ira S. Lowry, who also wrote the text

of thls note and formatted most of the tables. Drafts of each section
were revlewed by the contributors naned above and also by Daniel J.
Alesch, Randrs slte manager for Brown County; Eugene Rizor, director
of the Brow'r County Ilouslng A1 lowance Office; and G. Thomas Klngsley,

Randrs deputy director of the Horrslng Assistance SuppIy Experlment.

The latter three persons also participated in formulatlng the recom-

mendations to HIJD for changes in the schedule of the standard cost

of adequaEe housing.
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Linda Ellsworth prepared most of the firs,t draft typescrlpt and

tables. Charlotte Cox edited the typescript and supervised produc-
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SUMMARY

The experimental houslng allowance program operated by the Brown

County Houslng Allowance Office (tlAO) was deslgned to enable partlcl-
pants with 1ow incomes to afford the ful-l costs of decent, safe, and

sanitary houslng ln that communlty. The schedule of benefits thaE

was adopted when enrollment began in June 1974 reflected houslng costs

1n Brown County as of September L973, as they lrere reported tn a market

survey conducted then.
The study reported here was prompted by evldence that inflatlon

in the cost of houslng services had made that schedule obsolete, so

that program beneflts were no longer adequate to serve program purposes.

The study also provlded an occasion to review certain troublesome fea-
tures of che orlginal schedule that are separate from the issue of
subsequent price lnflation.

TNFLATTON rN RENTAL HOUSING COSTS, L973-L976

Our analysls of lnflatlon in houslng costs addresses two questlons,

both important ln deciding on appropriate revisions of the schedule of
benefits:

t3y hot,t mlch haue housinq eosts tisen since the origirnl
::r:hr-dule uas designed?

To uhat ertent Ls the cri,Lou)anee p?ogr.on itself responsib'Le

J'or inflaLiim 'Ln lnusinq costs?

Altltorrgh the houslng allowance program serves both renters and

homeoumers, Ehe original schedulcr and the analysls reported here rely
orr data for renters, whose housing costs are easlly measured. Those

costs consist of contract rent (the amount paid to the landlord) plus

paymenEs for any fuel and utllIty services that are not included in
contract rent. We think the flndings are equally appllcable to home-

owners, whose hotrsing costs are not all expllcit payments to others.

a
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The analysls draws on three sources of data: field surveys of
renter households ln Brown County whlch are conducted perlodically
as part of the Supply Experlment, fuel and utlllty rate schedules ob-

tained from local suppllers of these ltems, and adnintstrative records

of the allowance program that report rents paid by program partlcl-
pants. The three sources address different aspects of the lnflation
lssue and cover different portions of the 30-nonth interval between

September 1973 and January L976. However, thelr evldence is mutuaLly

consi.stent, and leads to the followlng concluslons:

Between September 1973 and February L975, contract rents

ln Brown County increased at an average annual rate of
about 4 percent. Gross rents, whlch include fuel and

uttllty servlces billed to tenants, lncreased at an

average annual rate of about 6 percent.

Ttrere were merked dl-fferences ln lnflatlon rates for
dlfferent sectors of the rental narket. Rates were

higher for slngle-famlly homes than for apartments;

hlgher for large unlts than for small ones; and hlgher

for l-ow-rent units than for hlgh-rent uni-ts. For ex-

amp1e, gross rents for 1ow-rent slngle-family homes

increased by 8.6 percent annual-ly, whlle gross rent6

for hlgh-rent apartments in large butldlngs l-ncreased

by only 3.2 percent annually.

Less comprehenslve evldence for the perlod after February

1975 lndlcates that the pace and pattern of lnflation
descrLbed above was characterlstic of the entlre 30-

month perlod, September 1973 through January L976.

A11 or nearly all the lncrease in renEal housing costs

durlng these 30 monttrs was due to higher prlces for
domestlc fuels and utillty services. A composite ln-
dex of the cost of these items, reflecting the amounts

of each that are consumed by a typlcal household, ln-
creased by nearly 63 percent, equi-valent ro 21.5 percent

annually.

1
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The difference in rates of increase for contract and

gross rents and the differences ln rates of l-ncrease

for dlfferent sectors of the market are all conslstent
wlth the attrlbution of the lncreases to hlgher fuel
and utility prices. Although we did not attempt to
model the lnteractlons of houslng supply and demand

condltlons that mlght also have influenced prices, rue

found no evldence of rent increases that would signlfi-
cantly ralse landlords' profits.
Renters participating ln the housing allowance program

afEer June 1974 have of course been affected by rlsing
fuel and utility prl-ces; but their contract rents have

been remarkably stable. There is no evldence to sup-

port the hypothesis that landlords tend to ralse rents
for program particlpants more than they would for non-

partlcipants, even though many of the unlts occupled

by partlclpants required minor repairs or improvements

to brlng them up to program standards. If anything,
program partlcipants have been less affected by lnfla-
tlon than has the marker as a whole.

The effecElve demand for rental houslng created by ear-
marked allowance payments has so far had no dlscernlble
effect on the structurc' or level of contract rents ln
Brorun County. The lnflati-on that has occurred is clearly
attributable to national and international events, pri-
marlly to the worldwide upheaval ln petroleum marketlng
p ract lces .

COI'IPENSATING FOR INFI-ATION

The al.lowance enEltlemenE o I a program partlclpant ls equal to
tirt.'standard cost of adeiquate horrsi.ng (called.R*, and varylng with
lrousehold slze), less one-fourth of the partlcipantrs adjusted gross

income. Thc lncome limiE tor participatlon ln the program is equal

to 4R*, the 1.evel at whi.ch allowance entitlement drops to zero.

5
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We thlnk that the evidence is clear that houslng costs ln Brown

County have rlsen enough over the past 30 months to requlre conpensat-

lng lncreases ln the HAOts schedule of ,E*. Otherwise, progrem partici-
pants w111 flnd it lncreaslngly dlfftcult to afford houslng that meets

progr€rm standards, and some households that need asslstance will be

denled lt because the now-obsolete schedule also defl-nes the income

linits for particlpation.
The analysls whose conclusions \ilere sunrnarl-zed above indicates

that the followlng changes to the current schedule would fully com-

pensate for lnflatlon ln houslng costs through January L976t

IIAO Occupancy Standard
Standard Cost of Adequate Housing

($ Per nonth)

Current Adjusted for Amount of
Schedule Inflation Increase

Number of
Pergons

1
2

3-4
5-6
7-8

9+

Nrlmber of
Rooms

L-2
1-3

4
5
6
6

100
L25
155
L70
190
220

115
140
175
195
220
245

15
15
20
25
30
25

STRUCTI.JRAL PROBLH"IS WITH THE CURRENT SCHEDI.ILE

Inflatlon aslde, the current schedule of R* seems to us defective
ln lts treatment of very snall and very large households, relatlve to
those of lnterredlate slzes.

For households of one and Lwo persons, standard costs are based

on occupancy of rented rooma or efflclency apartments, with at most

Ehree roons for two persons. In fact, few such households flnd the

proposed arrangements desl-rable or even tolerable except under severe

budgetary stress. Even before receivlng assistance, nearly all of

them ltved ln separate housing unlt.s that were larger than the mlnlmum

slzcs acceptable to the HAO or the sizes on whlch standard costs were

based, even though thelr housing expenses usually exceeded a fourth of
thelr lncornes.

Partlclpatlon lrr Ehe allowance program relleved some of the budg-

etary strain, but small households contlnue to occupy larger units
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than can be supported by their allowance pa)rments plus a fourth of

nonallowance income. For lnstance, 82 percent of the slngle renters
and 97 percent of the slngle homeowners ln the program occupy unlts
larger than the efflclency apartment whose standard cost was set at

$100. In June L975, nearly three-fourths of the renters paid nore

than $100 per month for their housing. The circumstances of two-

person households are similar, but the standard cost is higher ($125)

and the problems are less acute.

For households of seven or more persons, we judge that the original
schedule overestlmnted the prices at whlch standard units of six or
more rooms were avallable on the market. The actual rents pald by the

few large renter households participatlng in the progr€rm have usually
been less Ehan the standard costs of $190 (for seven or elght persons)

and $220 (for nine or more persons), at a time when the expenses of
smaller households Eypically exceeded the standard costs.

SCHEDULE REALIGNMENT

To remedy the structural probleros dj.scussed above, we think that
when the schedule of R* ls adjusted to compensate for inflation, bene-

flts for households of one and two persons shouid be increased by more

than inflatlon alone would justlfy; and benefits for households of
seven or more persons should be increased by less than lnflatlon alone

would justify. The proposed realignment ls compared below with boch

the current and inflatlon-adjusted schedules:

HAO Occupanc y Standard Standard Cost of Adequate Housing ($ per month)

Number of
Persons

L
,2

3"4
5-6
7-8

9+

Number of
Rooms

Current
Schedule

AdJusted for
Inf lat lon

Reallgned
Schedule

Increase
Over

Current
Schedule

L-2
1-3

4
5

6

6

115
140
L75
19s
220
24s

100
t25
155
170
190
220

L25
L4s
L75
19s
zLO
230

25
20
20
25
20
10
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EFFECTS OF PROPOSED SCHEDULE CHANGES

Changlng the schedule of the standard costs of adequate housing

w111 have three effects on program size and cost. First, payments to
each of those already particlpatlng w111 increase by the amount of the

change l-n R* for households of that slze. Second, some who are now

ellglble but who flnd thelr current entltleflEnts too small to warrant
partlcipatlon may decide to enroll lf their entitlements are lncreased.

Thlrd, some who are not now eliglble w111 becone eliglble because an

increase In fr* is tantamount to an increase ln the lncome limlt for
particlpation.

In January L976, the HAO paid out $135,000 ln allowances to 2,375

renters and homeoh,ners llving ln certlfied housing. Our proposed ln-
flation adjustment would lmmediately lncrease the rnonthly disbursement.s

to these households by $42,000; if the schedule ls also realigned as

we recofl[[end, monthly disbursemcnts would Lncrease by an addltlonal
$10, oo0.

Increased enrollment due to schedule changes l"s harder to estimate

and would ln any case be spread over some perlod of tlme. We judge

that the proposed inflatlon adjustments would cause 600 to 1,000 addl-
tlonal households to enroll over: the course of a year, eventually add-

lng $15,000 to $25,000 to monthly disbursements. Schedule reall-gnment

would increase those fi-gures by 150 to 200 enrollees and add about

$5,000 to monthly disbursements.
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I. INTRODUCTION

The experimental housing allowance program operated by the Brown

County (I.Iisconsin) Housing Allowance Office (HaO; as part of the Hous-

lng Assistance Supply Experlment was designed to enable participants
to afford the full costs of decent, safe, and sanitary housing in that
community. Enrollment and payment of benefits began in June L974.

The initial schedule of benefits reflected housing costs in Brown

County in September 1973, based on data collected locally at that time.
Since then, consumer prices have risen sharply, and there are

indications that the costs of housing in Bror.rn County have increased

enough so that the allowances available to program partlcipants are

no longer adequate to meet the program obiectlves. This report ana-

lyzes the evldence concernl-ng the amount of lnflaEion in houslng costs

frorr September 1973 through February L976 and reconmends compensating

revlslons ln the lnitlal schedule. As a separate issue, it reconslders
features of the schedule that have led to difficulty in program imple-
mentation and recommends addltlonal changes to correct these problems.

The remainder of thls section explalns tl-re progranrmatic and eupir-
ical bases for the inltlal benefit schedule, used by the Brown Count.y

HAO from June 1974 to the present. The discussion focuses on the esti-
mation of R*, the standard cost of adequate housing for households of
dlfferent sizes.

Section II measures the lnflation ln Brown County houslng costs

between September 1973 and February L975, based on comparisons of con-

tract rents and fuel and utlliEy expendLtures reported by occupanEs of
a marketwide sample of 1,135 housing unlts that were surveyed in the

fall of 1973 and agaln early in l-975. An important finding ls that
rates of lnflation differed markedly in dlfferent sectors of the market.

il'he inflaEion rates most approprlate to housing intended for occupancy

bv program partlclpants are extrapolated forward an additional year,
to February 1976.

Sectlon III analyzes the effects of utility rate changes that
occurred between September 1973 and January L976. We use household
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con8umptlon norms t.o estlmate Elre typlcal effects of these changes on

the houslng coats for program participants. Our estlmates do not dis-
tlnguish utllity bllls paid by landlords from those paid by tenants or

homeowners.

Section IV revlews the rent expenditures reported by about 1,300

program parti-clpants who lived in rental housing unlts ln June 1975

and agaj-n in January L976. For the programrs first year, we also ana-

lyze changes in rents paid by indlvidual households.

Sect.ion V surnmarlzes our concluslons and presents our reco[trnenda-

tlons. The concluslons relate to the extent of housing cost lnflation
between September 1973 and February L976, iEs causes, and the effects
of the allowance program on housing costs. Brieflyr w€ judge that the

standard cost of adequate houslng, as defi-ned and measured ln 1973, has

since increased by 11 to 16 percent, the rate varylng with slze and t.ype

of unit. Nearly all these lncreases appear to be attrlbutable to hlgher
fuel and utlllty costs, whether pald directly by the tenant or borne by

the landlord. They thus affect renters and homeor^,ners alike. We find
no evidence that lncreased housing denand by program particlpant.s has

significantly influenced the level of rents in Brown County.

To offset the lnflation in housing costs, monthly benefits to pro-
gram partlclpants should be lncreased by amounts rangi-ng fron $15 to

$30 per month, the larger amounts pertainlng to the larger households.

However, \de also recomuend realignlnB the E* schedule so as to narrorl

the dlfferences between the benefits for households of two to six per-
sons and those for smaller or larger households. This would entall
lncreasing the benefits for elderly single persons by $tO more per

month than prlce inflatlon alone would justlfy; and increasing those

for households of seven or more persons by $tO to $t5 less per month

than would be lndlcated strlctly by prlce inflation.

THE HOUSING ALLOWANCE BENEFIT F0RMULA

Households entltled to assistance under the experimental program

include (wlth cert,aln categorical excepttons) all those whose lncomes

are lnadequate to support a specifled standard of housing consunption,
so long as they actually occupy houslng that meets the standard. They



-3-

may be elther renters or homeowners, and the adequacy of their houslng

is tested perlodlcally by the IIAO.

The asslstance formula postulates that any household, whatever lts
slze or composltion, can afford to pay 25 percent of lts adJusted gross

income for housing. The dtfference between this amount and the standard

cost of adequate houslng in Brornrn County ls paid monthly by the HAO to
all enrolled households whose housing meets program standards. The

formula for a household of n persons ls

A =R*-.25Ynna 5

where A = the amount of the monthly allowance payment.

l?* = the standard monthly cost of adequate housing, lncluding
fuel and utlllties.

Y_ = ad-lusted gross lncome per month, the adjustments reflect-
a

lng exemptions and deductions specified by statute or
program regulatl-ons.

As can be seen from thls forrmrla, an increase or decrease ln .R*

has a dollar-for-dollar effect on the amount of the allowance payment

for all particlpants, regardless. of their i,ncomes. It also affects the

i-ncome limit for participatlon in the program; raising or lowering ,?'t

by one doIlar raises or lo\ilers that llmlt by four dollars. A change

in the income limit may in turn lncrease or decrease the number of
households in Ehe coltnty that are ellgible to particlpate in the

Program.

Note also Ehat the amount of the allowance payment does not de-

pend on the partlclpantrs actual houslng expendltures, except that pro-
gram regulatlons prohlblt payments exceedlng those expenditures. A

famlly that finds certiflable housing whose cost ls less Ehan R* nor-
mally receives exactly the same payment as another family of the same

size and wlth the same income that spends more than E*, either by

cholce or because of the lack of alternatlves on the market. This

arrangement ls lntended both to allow each household to adapt lts
houslng consumptlon to its particular needs and preferences and to
encourage careful shopping for houslng bargalns.
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'r T,he "standard cosE of adequate houslng" is thus a critical program

standard, affecting both the level of benefits to participants and the

potentlal slze of the program. In concept, lt is "the priee at whlch

speclfled packages of housing servlces can be supplied by the private
market on a contlnulng basis, in quantlEies that meet the programrs

obJecclves of enabllng all assisted households to secure adequate
*

houslng. "
The speclficatlons for these 'rpackages of housing servlces" are

of course those adopted by the HAO for certification of partlcipantsr
houslng. They entall space requirements that vary with household size,
and requlrements for structural soundness, light and ventllatlon,
safety and sanltation, and the avallabl-llty of equlpment and utlll-ty
servlces conmonly regarded as necessary for health, comfort, and

**
decency.

ESTIMATING THX STANDARD COST OF ADEQUATE HOUSING

Before enrollment ln the Brown County housing allowance Program

comnenced, Rand estlmated Ehe standard cost of adequate housing unit,s

of dlfferent slzes and recornmended to HUD a schedule of such costs to
govern beneflts to participating households. The estimaEes nere based

Jolntly on evldence collected ln a fleld survey conducted as part of
the Supply Experiment and on opinions of a panel of local citizens
chosen for thel-r knorcledge of the houslng ,".k.t.**o

The field survey was conducted in August, September, and October

of 1973, and was addressed to the occupants of some 101000 houslng unlts

*
The eoncept ls explalned ln David B. Lewis and Ira S. Lowry, Esti-

mating the Standnyd Cost of Adequnte Housing, The Rand Corporation,
UIN-8105-HLD, March L973. That document also proposes a method for estl-
matlng these standard costs, which was followed in both experlmental
sltes. The quotation ls from lra S. Lowry, Barbara M. Woodflll, and
Tllna Repnau, Ptogron Standotds for Site -f, The Rand CorporatLon, WN-
8574-HUD, January L974, pp. 4-5.

**
The standards are slmllar to those of national nodel houslng

codes. They are detailed in Chapter 12 of the HA? Handbook of the
Brown County Housing Allowance Office.

***
See Lowry, Woodfill, and Repnau, Pnogron Standruds fon Stte f ,

for detalls.
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ln Brown County. These houeeholds were intervl-ewed briefly td
I

oUEain

lnformatlon on household size, compositlon, and income; si-ze and quality
of housing unlt; tenure of occupantsl and housLng costs.

The questions on housing quallty were chosen to test whether the

unlt would meet program standards. The question on houslng costs for
renters ellclted their conEract rents, their use of specified fuels
and utlllty servlces; and whether these fuels and utility services vrere

lncluded ln contract rent. Because of the brevlty of the lnterview and

the complexlty of the accountinB, wB dld not ask the responderrts to
estlmate their fuel and utility costs. Instead, we estlmafed these

costs from the lnformation they provided about usage and responsibility
*

for payments.

About 5r300 renters provided enough informatlon for us to Eleasure

the slze and quallty of thelr units and estimate their gross rents
(contract rent plus tenant-paid utllities). Taklng each slze of unit
separatelyr w€ analyzed the relationship between gross rent and houslng

quallty and selected the lowest levels of gross renE at whlch 50 and

75 percent, respectlvely, of all units met our slnpllfied standards of
quaIlty. Inasnuch as the market was manlfestly able to supply housing

of adequate quallty wlthln thls range of gross rents, vre accepted that
range as the flrst approxlmation to the standard cost of adequate hous-

ing, appllcable to renters and homeowners allke.**
Separately from the survey, 25 1ocal residents selected for their

knowledge of Brown CounEy housing markets were asked to estimate current

The procedure for maklng t-hese estimates is documented in David
M. de Ferrantl, Ira S. Lowry, and others, Sereening Su"nsey Audit Report
for S!,Le I, The Rand Corporation, WN-8684-HL}D, November 1974, Appendix
C. From lrrformatlon provlded by fuel and utillty suppliers, consump-
Lion norms were establlshed for households and houslng units of various
sizes. The normal consumptlon was then multlplled by the applicable
rates ro estimate utillty costs for each household. To estimate gross
rent for a given household, the estlmated cost of utilities paid
dlrectly hy the tenant was added to the contract rent reported in the
survey.

**
Although we obtained estimates of the market value of thelr homes

from homeowrrers and an account of the utilitLes they used, we could not
rllrectly estimate thelr monthly housing costs. Almost by deflnltlon,
the Erue cost of a specifled bundle of houslng services is the same for
homeowners and renters, even though the expllclt payments to others may
dlffer.
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gross rents for standard houslng uniEs of varlous sizes in each of. L4

nelghborhoods in the county. A dlstinctlon was drawn between rents
for new tenants and those for all occupled units.

Each panellst prepared his estlmates lndependently, but onLy for
nelghborhoods wlth whlch he was personally famillar. The results were

complled and dlscussed by the panelists; then each was given the oppor-

tunlty to modlfy his original estlrnates. The procedure followed was

an adaptatlon of the so-caIled DelphL nethod of securing a consensus

atrpng experts.
Finally the panelistsr estimates were retabulated and averaged.

Flrst, medl-an values for each neighborhood were calculated, then these

medians were weighted by neighborhood shares of the countyride inventory
of rental housLng. A weighted average was then calculated across neigh-
borhoods for each slze of unit; thls average was the panelts consensus

estlmate of fr*.
Table 1.1 srumarizes the results of these exercises, by nunber of

bedrooms per unlt. For each slze of unlt, the last columr shows a range

Table 1.1

COMPARISON OF DIFFERENT ESTIMATES OF -R',(, BY Ntn{BER OF BEDROOMS:
BROI,IN COUNTY, WISCONSIN, 1973

Monthly Gross Rent ($)

Nunber
of

Bedrooms

SOI]RCE:
Table 12.

0
I
2

3
4
5

Proposed
Range of
Values
for P*

95-101
L22.L3L
130-160
168-187
180-219
200-25L

Screener Minimum
by Incldence of

Standard Unlts
Delpht Average for

Modest Neighborhoods

502 or more 75% ot more
New

Tenants
A11 Standard

Unlts

70
75
90
95

165
110

95
130
130
180
180
200

101
131
160
187
2]-9
25r

96
L22
L47
168
195
230

Lowry, Woodfill, Repnau, Ptogran Standntds for Site f,
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of values reflectlng both our analysis of survey data and the panelts

conaensus estlmates. I.Ie believed that the standard cost for each size

of unlt fell wlthin that range but that the selection of speciflc values

for specific household sizes entailed progrannratic conslderations that
could not be deduced from the data.

In fact, the program's standards for "adequate housing" were st111

belng formulated when thls exercise was under way. The maln issue out-
standlng was the occupancy standard, 1.e., how the number and type of
rooms ln a unLt should relate to the slze and coruposltlon of the house-

hold. lrle reco'rnrended to HUD a cornplex but flexible standard that took

account of the ages and sexes of household members as well as the number

of persons, and whlch included requlrements as to both number of bed-

rooas and number of other rooms. A schedule of R* was proposed that
began at $125 for a single person and increased ln $10 lncrements to
$215 for ten persons.

Reviewlng our corplex reconrmendatlons, HIJD opted for sJ-mpltcity.
Table 1.2 shows the occupancy standards and the schedule of r?* that it
approved for inltlal use in Brown County. It r^ras generally understood

that the schedule was experimental, ln the sense that program experience

with either the occupancy standard or the correspondlng benefit levels
might lead to lmprovements; and that research into Brom County houslng

costs night alter the premises underlylng the concept of the standard

cost of adequate housing or the meEhods for estirnatlng lt.
Our maJor programnatlc concern wlth the schedule shown in Table 1.2

related to elderly single persons who wished to participate 1n the pro-
gram. The scheduled R* of $100 was certalnly adequate to support occu-

pancy ol- a rented room without kitchen facill-ties, or even an efficiency
apartment (no separate bedroom). However, the number of such unlts in
Brown County was conslderably less than the number of eliglble single
renters, most of whom then lived ln apartments of three or even four
rooms. And many of those ellglble were elderly single homeowners, oc-

cupying slngle-family trouses of four to stx rooms.

Whil-e program rules would not requlre these persons to move to
smaller unlts, our deta indicated that the larger units they then oc-

cupled could not be supported by rnonthly houslng expenditures of $100
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Table 1.2

OCCUPANCY AND BENEFIT STANDARDS ADOPTED
FOR THE BROIIN COIJNTY HOUSING ALLOWAI{CE

PROGRAM IN MARCH 1974

Number
of

Persons

L
2

3-4
5-6
7-8

9+

Standard Cost of
Adequate Houslng

($ per Month)

100
l.25
155
L70
190
220

SOURCE: HAO Handbook for Brown County, Secs.
10.06 and 12.03.

NOTE: Program participants may llve elther ln
houslng units or rooming units. A houslng unit
must have a bathroom (not counted as a habitable
room) and kitchen facill-ties for the exclusive use
of its occupants. A roomlng unit need not have a
prlvate bathroom or kitchen if these facllities
are reasonably available to its occupants.

4A ,rrlt must have one bed.room for every two
members of the household occupying the unlt.

h"A housing unlt occupled by more than two per-
sons must have one habltable room in additlon to
the kltchen and bedrooms to serve as a general
llvlng area. The mlnimum number of rooms ls not
strl-ctly defined, inasmuch as kitchen faclllties
may or may not be located in a separate room.
Here, we count the kltchen as a seParate roon.

eRevised in December L974 to 4 bedrooms and
6 rooms altogether.

or 1ess. Whether they partlcipated ln the program or not, they would

doubtless continue to spend in excess of 25 percent of nonallowance

lncome for houslng. The same arguments applled, though wlth less force,
to two-person households, few of whom actually lived in three-room unlts.

At the other end of the scale, we were concerned about program

standards for very large households. First, our estlmates of F* for

Occupancy Standard

Nuriber of
Bedroonsd

Number, of
Roor.D

0
1
2

3
4
5"

L-2
1-3

4
5
6
7"
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large rental housing units were based on very few cases, and there was

subetantial disagreement between the survey data and the consensus of
loca1 e)rperta (see Table 1.1). Second, although we dLd not expect many

appllcations from households of nine or tnore persons, we thought they

would have abnormal dlfficulty ln locating modestly priced rental units
wlth at least five bedroours. Flnally, there were genuine doubts about

the reasonableness of the general lltrJ.t of two persons per bedroom for
famllies with seven or more chlldren.

Ttre second and third conslderattons led subsequently to relaxatlon
of the occupancy standard for large households, so that no more than

four bedrooms (slx rooms, including kitchen and livlng room) were re-
quired for households of seven or more persons. However, households

of nine or more persons continued to be entltl-ed to monthly benefits
based on a standard houslng cost of. $22O, glvlng them a greater range

of cholce ln a llnlted market.
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II. MEASURING RENT INTLATION L973-L975

In this sectlon, we estl"mate the rates of lncrease in both con-

tract and gross rents for conventlonal rental- housing units ln Brown

County between the fall of 1973 and the early months of. L975. The

estlmates are based on case-by-case coqarisons of rents actually paid

for 1,135 specific housing units at the beglnnlng and end of thls perlod.
Thereforel they are unaffected by changes Ln the composlEion of the

rental lnventory--a frequent source of amblgulty in rent-inflation
estluates.

The houslng units used in this analysls are a subset of those in-
cluded ln the Supply Experlmentrs permanent panel of residential prop-

erties, whose owners and occupants are intervlewed annually. Because

thelr sanpllng hlstorles are known, it ls possible to weight indlvldual
records in proportlon to the population of units they represent. Thus,

we are able to generalize our findings not only to the rental market as

a whole but also to specific sectors of that market.

Briefly, we conclude that between September 1973 and February 1975,

contract rents ln Brown County were lncreasing at an average annual rate
of 4.1 percent, and gross rents (contract rents plus tenant palrments for
fuel and utilltles) were l-ncreaslng at an average annual rate of 6.1 per-
cent. However, these rates varied greatly between market sectors. Thus,

gross rents for low-rent single-famlly houses increased at an average

annual rate of 8.6 percent, while those for hlgh-rent apartments in large
bulLdlngs increased at a rate of only 3.2 percent. Regression analysls
indlcates that the rate of inflation in gross rents varl-ed direetly with
the number of rooms per unlt but inversely wlth the 1eve1 of gross rent
in 1973 and wlth the number of units on the properties.

CONSTRUCTING THE DATA BASE

The annual surveys of rental properti-es conducted as parE of the

Supply Experiment are without doubt the best avallable source of data

for: measuring charrges over tlme in the cost of housing services in Brown

Counry. The surveys are addressed to a scientific sample representing

a
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nearly the entlre population of rental propertles and houslng unlts
ln the county; the sample is large enough for detalled analyslsl and

unlts selected for the permanent panel are resurveyed year after year.

Moreover, the survey instrument probes carefully for details of the

financial arrangements between landlords and their tenants and for
expenses that are borne directly by the tenant, other than contract
rent.

For the purposes at hand, the main drawback of this data source

is lack of tlmeliness. Our large-scale surveys were designed to feed

a longterm research agenda rather than the shortterm needs of program

admlnistratl-on. Fieldwork in the annual survey of tenants and home-

owners is spread over a perlod of slx months, and roughly another six
months is requlred to reduce field reports to "clean" machine-readable

records. Only then can the data file be audited to determlne the num-

ber of usable records and the likelihood of nonresponse bias; and only

Ehen can sclentiflc sampling weights be computed for indivldual records

to be used for a given analysis.

Buildins a Loneltudlnal File of Houslng Unit Records

Our analysis of rent inflation ls based on records from all three

surveys of rental houslng units that we have completed in Brown County

to date. The fl-rst ls the screenlng survey that was described ln Sec. I.
It was conducted in August, September, and October of I973r ln prepara-

rlon for basellne sample selection, and it ylelded nearly 6,2O0 completed

interviews with occupants of rental unj-ts. The baseline survey was con-

clucted from mld-December 1973 through April 1974, and resulted in over

2,800 completed lnterviews with renter households. The wave 2 survey

was r:oncltrcted from January t() July of L975, and yielded nearly 2r2OO

t:ornplett'd intervlews wlth renterr;.

?t

These surveys were addresscrd to homeovmers as well as to renters t
but we deal here only wlth records for the latter. We also exclude
renters of mobile homes and lodgers in rooming houses or private homes
from our data base. The survey samples dellberately exclude federally
subsldized housing unlts, so our data refer strl,ctly to prlvately owned,
unsubsidlzed rental housing units of conventlonal constructlon.
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In order to include records from the wave 2 survey, lt was neces-

sary to extract Ehem from the normal sequence of data and file prepar-

ation. In December 1975, when thls analysis began, tenant intervlew
records from this survey had been keypunched but not cleansed of errors
and Lnconsistencles. In the course of preparlng our analysls file, we

reJected some records with obviously erroneous or suspicious entrles
but have no doubt that the final flle contalned some correctable errors.
However, the data items used ln thls analysis have not presented major

cteanlng problems in previous surveys.

For our rent-inflatlon analysls, we selected only housing unlts
that were occupied by renters and whose occupants had been lntervlewed

ln all three surveys, llnking the trlplet of mnchlne-readable records

for each case. The steps ln building thls flle were complex and w111

not be detalled here; but Tables 2.1 and,2.2 sunrmarlze the results.
As shorrn ln Table 2.1, there were 2,166 completed lntervlews for

renter households in wave 2. 0f these, Lr577 were ln houslng units
whose occupants had been interviewed ln both previous surveys. (These

\.rere not necessarily the same households that responded in wave 2;

records were llnked on housing unit, not household, ldentlflers.) Hour-

ever, ltem nonresponse prevented computatlon of gross rent in some

cases. We found 1,469 linked records wlth all the necessary data re-
ported 1n all three surveys, and 1,478 wlth all the necessary data

reported ln both the screenlng survey and the wave 2 survey. The latter
set. hras chosen for further screenlng.

Table 2.2 summarlzes subsequent deletlons from the file of L1478

records. Many of those deleted were records that could have been ln-
cluded in the analysis had there been more tlme to resolve case-by-case

problems. In the inEerests of speed, however, we slmply deleted all
records that presented special analytlcal dlfftculties or whLch appeared

to have erroneous or inconslstent entries. These deletlons reduced the

flle to 1,135 llnked records.

ReestlmaElng the Costs of Tenant-Pald Utlltties in 1973

Although each llnked record contalned rent data for three separate

occaslons--the time of the screenlng intervtew, the tirne of the baseline
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Tdble 2.1

LONGITI.IDINAL LINKAGE OF HOUSING I]NIT RECORDS FOR RENT-INFLATION
ANALYSIS: SURVEYS OF RENTER HOUSEHOLDS IN SITE I, L973-L975

Number of Housing Unit Records

Record Characterl.stics

A11 records wlth completed intervlews
Llnked records with completed intervlews:

Screenlng and basellne
Basellne and wave 2

Screenlng and wave 2
Screenlng, basellne, and wave 2

Linked records wlth computable groas rent:
Screenlng and basellne
Baseline and wave 2

Screening and wave 2

Screenlng, baseline, and wave 2

Linked
File

2,432
L,799

(b)
L,577

2,239
L,768
1,478
L,469

SOIJRCE: Tabulatlons by HASE staff of records of the screening, baseline
and wave 2 surveys of renter households ln Site I.

NOTE: Records from successive surveys lrere llnked on houslng unit ldenti-
fiers; respondents may differ between surveys. Records tabulated here are
prlvately owned, unsubsidized rental housing units, excluding rented roons
and moblle homes. Links were attenpted for all uni.ts classifled as rental
in basellne survey reports.

alncludes about 10 rented mobile homes; exact ntrmber not ascertained.
h''Not avallable. This llnk was not made separately.

i-nterview, and the tlme of the wave 2 intervlew--we deslgned our analysl-s

to use only the first and last observatLons directly. Baseline data were

used for rwo purposes: to reesElmate the cost of tenant-pald utilltles
reported ln the screening lnterview, and to calculaEe sampllng welghts

for each llnked record.

As we explaint,d ln Sec. I, rhe screenlng survey lnstrument asked

tlre rt:sponden[ to li.srr tlro fr-rels.rnd utLllty servlces he used Ln operat-
ing lris home alrcl t() inclicate whlch ones he paid for directly. In both

basellne and wavc 2 surveys, he was also asked to estimate the average

monthly cost of each tenant-pald item durlng the precedlng calendar year,

a complex 1lne of questionlng that we were unable to pursue In the brief

Screenlng
Survey

Baseline
Survey

Wave 2

Survey

6,].834

2,432

2,239

r,478
L,469

(b)
r,577

2,835

2,432
1,799

L,57 7

2,239
L,768

L,469

2,L56

l,7gg
(b)

L,577

1
1
1

t

t

768
478
469
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TabLe 2.2

SELECTION OF RENT-INFLATION ANALYSIS FILE FROM

AMONG ALL LINKED RECORDS

I tem
Number of

Records

Llnked records wlth computable gross rent for both screen-
1ng and wave 2 lnterviews

Records deleted from flle, by reason for deletlon:
Tenant reported paying less than market rent in elther

lntervleu4

L,478

151

for comparabtllty panel
L28

Evidence of erroneous linkage, response error, or maJor
change in housing unit characteristlcs 34

Gross rent decreased by 10 percent or more due to large
decrease in estlmated utlllty costs L7

Gross rent lncreased by 35 percent or more due to large
lncrease in estimated utllity costs

Total records deleted 343

1,135Records remalnlng after deletlons

SOURCE: Case-by-case analysis by HASE staff of linked records of
the screenlng and wave 2 surveys of renter households ln Site I.

4Rent reductlons to relatives, frlends, or employees of the land-
lord or to tenents ln exchange for work on the premises.

h"Theee records would be usable for thls analysls except that thelr
sanpllng historles dlffer from those of houslng unlts selected for
the permanent panel (wave 2) and their incluslon woul-d pose dlfflcul-
tles for sample stratlficatlon and weighting.

screening lnterview. rn order to have comparable estimates of the
tenantrs fuel and utlllty expendltures at the times of the screening
and wave 2 lnterviews, we reestimated those expendltures for each

screening survey record ln the analysls file.
This reestlmatlon was essentlally a deflation of dollar expendl.-

tures reported at basellne for each tenant-pal_d item, taklng into

Houslng unit added to sample
onl/

3
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account lnterlm changes in fuel prlces and utlllty servic" rates.* If
there had been a change ln the items used or l-n the allocatl-on between

landlord and tenant of responsibillty for payment, this was also taken

lnto account. Some misslng values \.rere estlmated using averages for
simllar housing units, but these cases were not numerous.

Welshtinc the Llnked Records

The next step was to welghE each of the 1,135 llnked records 1n

the analysls fl1e. We used a thro-step cluster welghting procedure that
had been developed In connectlon wlth other work wlth the basellne
survey fl1e. The records were grouped by baseline sampling stratum
and, wlthin each stratum, by property (t.e., ln the case of multiunit
rental propertles represented in rhe sample by more than one unlt).
Each property vras assigned the average sampllng hisEory weight (ttre

lnverse of the propertyrs probability of selectlon) of all properties
*?t

ln the stratum. For each multiunit property represented ln the sarr
p1e by one or more houslng unit records, the property weight was multl-
pl1ed by a facEor that accounted for all rental housing unl-ts on the

property. Thus, the sum of weights attached to all housing unlt records

ln a glven sampling stratum equals the estlmated populatlon of houslng

untts ln that stratum.
Table 2.3 suuunarlzes the distributlon of houslng units in our anal-

ysis sample by sampllng stratum and lndlcates the populatlons repre-
sented by unlts in each stratum. The largest samples r^rere available
for strata 2, 4,5, and 6, all with more than 120 cases. These four
strata contain over 60 percent of all rental housing units in the county.

StraEa 4, 5, and 6 jointly comprise unlts on properEies whose average

gross rents per uni t fall in the middle terclle of the countywide rent
dlstrlbrrtlon, the range most pertinent to the lnflatlon analysls. For

these tlrrecr strata, we have a tor.al of 582 records, a large enough

Exc,ept for fuel o11, ure compared rat.e schedules ln effect in
SepEembcr 1973 and March L974. I,'or fuel oiI, prlces current in July
1973 and .luly 1974 were used.

**
A11 properties in a glven rjtratum would have the same saupllng

hlstory welghts excepE for the fa<:t that some were mlsstratified ln
the early stages of our multlstage sample-selectlon process.
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Table 2.3

DISTRIBUTION OF RECORDS AND HOUSING I]NITS BY TYPE OF
PROPERTY: REM-INFLATION ANALYSIS FILE, SITE I

Sampling Stratuma

Stratum
Number

Estinated Populatlon of
Housing Units at Wave 1

Percent

I
2

3

2.5
20.o
3.6

5
6
3

4.2
L4.2
4.5

6.3
2.2

4
5
6

6
22
13

7

8

9

10
11

A11 property types 100.0

SOURCE: Tabulations by IIASE staff of records of the rent-lnflation
analysls flle for Slte I.

NOTE: Dlstrlbutlons may not add exactly to totals because of rounding.
4Records ln the analysls flle are assigned to sampling strata on the

basls of property characterlstics reported in the baselLne survey. Prop-
ertles are stratlfied by average Elross rent per unit, roughly lnto ter-
clles of the overall dlstrlbution of gross rents ln Bronm County.

sample to yield qulte rellable estLmaEes. The weakest parts of the data

base are for urban low-rent single-famlly houses and large apartment

bulldlngs, and for slurllar hlgh-rent properties, both urban and rural.
Once sampling welghLs were on the fi1e, :it was possible to group

records by characteristics other than sampllng stratuur whl-le still appro-

priately weightLng those that came from dlfferent strata. Thus, records

Records in
Analysis File

Type of
Property Number Percent Number

Lou-rent Urban

Single-fanlly
2-4 units
5* unlts

Mediun-rent urban

Single-famIly
2-4 unlts
5* units

High-rent tlrban

Single-family
2-4 units
5* unlts

kalaL

Low or medium rent
Hlgh rent

5.2
15.1
5.0

10. 7

t9.7
20.9

4.L
6.6
4.9

6.1
1.8

338
2,7 25

488

885
3,O77
1,806

573
L,927

518

851
303

69
20

59
T7L

57

t2L
224
237

46
75
55

100. 0 13,5891, 135
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could be grouped by nunber of rooms per unlt and a welghted tabulatlon
of gross rents for, eay, four-room unlts would sti1l reflect the appro-

prlate proportlons of urban and rural homes, slngle-famtly dwellings
and apartments, and 1ow-, medlum-, and htgh-rent properties. Table 2.4

shorrs how the sample and population are dlstrlbuted by number of rooms

per unlr.

Table 2.4

DISTRIBIJTION OF RECORDS AND HOUSING TINITS BY NT]MBER
OF ROOI{S: RENT-INFI-A,TION ANALYSIS FILE, SITE I

Estimated Populatlon of
Housing Unlts at l^Iave 1

Number of
Roomsd

6.1
20.0
39. s
22.3
t2.t

100.0

SOIIRCE: Tabulatlons by IIASE staf f of records of
the rent-lnflation analysls flle for Site I.

NOTE: Dlstributions may not add exactly to totals
because of roundlng.

aRecords ln the analysis flle are assigned the num-
ber of rooms that was reported ln the baseline survey.

In welghtlng these records, no expllclt conslderatlon was gl-ven

to problems of nonresponse bias, potentially a signlficant issue inas-
much as the sanple consisted only of houslng units whose occupants had

responded to three successlve srrrveys. However, welghttng by sampliag

strafuln and property tends to reduce or at least locallze any such

bias, because each record ln the ille represents only slmllar housing

unlts in t.he populatlon. With1n strata, we know of no powerful reason

to suppose that nonrespondents might have experienced elther tnore or

less rent lnflatlon than respondents.

Percent

2or
3
4
5

6+

1

Total

Records i n
AnalysLs File

Number Percent Number

84
25L
418
244
138

7.4
22.t
36. 8
2L.5
t2.2

827
2,718
5,377
3,O24
1,650

1,135 100. 0 13,589



-18-

Calculatlng Monthly Inflatlon Rates

Ttre flnal etep ln preparlng the flLe wag to calculate the average

monthly rate of change Ln contract and grosa rent for each of the 11135

houelng units ln the eauple. The maln conplleatlon here ls that our

surxrey data lndicated contract rent levels at the tlme of lntervlerr,
rather than at the dates on whlch rents changed; and for utLllty costa,

the respondent was asked to report the nonthly average over the preced-
*

l-ng year. Furthenncrre, the lntervals between lntervlews varied from

record to record because fleldwork ln each su*ey was spread over a

perlod of three to slx months.

The best estlnate of a monthly lnflatlon rate that can be con-

structed from theee data ls obtalned by taklng the difference between

lnltlal aad ter:ulnal rents and allocatlng lt over the lntervenlng
perlod. The loager the perlod, the more nearly thLs estlmate approaches

the true averagc rate; on the other hand, the longer the period, the

more llkely lt ls that the rate of lnflatlon rI11 have changed, so that
an average ls mleleadlng when proJected lnto the future or the past.

We followed thie procedure, calculating for each record the nonthly
percentage change ln rent which, when coryounded over the number of
mnthe between lntenrlews, would equal the total percentage change dur-
lng that lnterval. Ttrls wae done separately for contract and gross

rent, and the results of tie coqutation were added to each record ln
the flle.

Table 2.5 ehorrs the dlstributlon of records by the months ln 1973,

L974, and 1975 that they cover. A11 1,135 records span the perlod from

October 1973 through January L975. Over 1,000 records also cover elther
September L973, February L975, or both of these months. Relatlvely few

cover August 1973 or Aprll through July of L975. We thLnk our data can

most approprLately be descrlbed as accountlng for lnflatlon that occurred

between Septeuber 1973 and February L975. Eowever, some of the records

ln our analysis flle obvlouely cover a somewhat longer perlod.

*
That year was 1973 for the basellne survey and L974 for the wave 2

suney.
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Table 2.5

SAI.{PLE DENSITY OF RENT-INFLATION A}IALYSIS FILE
BY MOMH: AUGUST 1973 THROUGH JULY 1975

Period Covered Population Represented

Month
Number

18
19
20
2t
22
23
24

1
2
3

a

Percent of
A11 Rental Units

18. 7

95. 3
100.0

100.
87.
46.
18.

a

8.
6.
1.

0
7

5
3
8

1
8

SOIJRCE: Tabulatlons by IIASE staff of records of the rent-Lnflation
analysls flle for Slte I.

NOTE: A record ls consldered to cover the nonths in whlch the screen-
lng lntervlew and the wave 2 interview were conducted and all intervening
months. A11 records covered the months of October 1973 through January L975.

THE RENT-INFLATION ANALYSIS

At the end of the steps described above, we had a sample of 1,135

prlvately oryned, unsubsidlzed rental houslng unlts, for each of which

we had calculated the average monthly rates of lnflation in both con-

tract and gross rent over a perlod of 15 to 24 months, whlch always ln-
cluded October 1973 through January L975. Each housing unit record was

weighted to represent lts appropriate share of aL1 rental housing unlts
ln lts sampllng straEum.

The monthly lnflatlon rates and the wel-ghts were accumulated In
matrices of the forms shown in Flgs. I and 2. Matrtces ln the form of

Flg. I were constructed separately for contract rent lnflatlon rates

and gross rent inflatlon rates. In elther case' each entry in the

Analysls Sample

Ju1lan
Calendar

Number of
Records

Percent of
A11 Records

Number of
Rental Units

197 3

Aug
sep
Oct

197 s

Jan
Feb
Mar
APr
I-fuy
Jun
Ju1

a

1,135
1 ,001

524
193
90
53
24

193
1,081
1,135

a

0
2

2

0
9
6
1

17.0
95.2

100.0

100.
88.
46.
L7.

7.
5.
2.

2,535
L2,953
13,589

a

13,5
11' 9
6,3
214
1'1

8
250

89
13
25
88
90
28
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62
Number of Rooms

345 6 2
Number of Rooms
345

cl

(!
tsa
bot
o
(da

1

2

1

2
E
+)
ct
L+)a
b!

o.
E
CBa

a a a

a

a a

a

a

a

a

a o

a t

10 10

11 11

Frg. 1- Mahix of mean monthly inflation rates
(unweighted).

Fig.2 -- Matrix of population weights .

matrLx (X-._,) is a slmple arithmetic average of the lndividual infla-
1,J

tlon rates indlcated on all records pertalnlng to that cell of the

matrlx, as deflned by sampllng stratum (i) and number of rooms per unlt
(i). Only one matrlx of the form of Fig. 2 was requlred. Each entry
(u-..,) Ls a slmple sum of the populatlon welghts attached to all records

a,al

pertalnlng to that cell, equlvalent to an estlmate of the number of

rental housing units of that type ln Brown County. A11 subsequent oPer-

atlons were performed on these matrices.*

Inflatl-on Rates by Type of
Our estlmnte of the monthly rate of lnflatlon by type of property

(7r) tras the follorrrlng form:
7.

w
2 wr,3 l,4lt) w I 5 w

6

uz, z wz. r wz,q u
2 5

wz,a

lo,2x Xro, s Xro. n xro. xro. 6

xrr. z xr I 3 xrr. n xrr. s Xrr. e

wto. z uto. g wto.+ uto, 
E

uro.6

wtt. z urr. a
wtt, q utt, i urt. 

e

*
The actual rnatrlces are presented ln Appendlx A.
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In other words, l-t ls a welghted average of the values across one row

of Flg. 1. The welghts assure us that rates for houslng units of dif-
ferent slzes wlthln a given sampllng stratum are approprlately repre-
sented ln the row average.

The resulta are shown ln Table 2.6 for contract rent and ln Table

2.7 for gross rent. The flrst colunm of each table gives the estlnated
mean monthly percentage change 1n rent, and the second column gives the

standard error of that estlmate. Thus, ln Table 2.6, the mean monthly

percentage change for stratum I is .3463 1.0858. This ls lnterpreted
to mean that there ls a 64-percent probabl-Ilty that the true mean for
all stratum t houslng unlts In Brown County lles between .2595 and

.433L; and a 9O-percent probabllity that the true mean lles between

.L726 and.5199.*
Subsequent coltrmns compound these uonthly rates to arrlve at their

annual and 30-month equlvalents. The annual equlvalents are shmm be-

cause that ts the basls on which inflatlon rates are usually reported.
The 30-month equlval-ent is the percentage increase in rent that would

have occurred between September 1973 and February L976 lf the monthly

rate shown had been effective for all 30 months.

*
Standard errors were calculated on the assrlnptlon that the sample

elements ln eech cell of the matrlx shown in Flg. 1 were randomly se-
lected from the population of thaE cell. In fact, thelr sampllng hls-
torles were more complex, ln ways that could lead to larger estimates
of varlance than would be approprlate for a slnple random sample. Con-
sequently, the standard errors shown are llkely to be slightly biased
downward. The levels of confidence indlcated (54 and 90 percent) are
equlvalent to one and two standard errors of a normal dlstributlon,
adjusted downward for the m{nlmum degrees of freedom of any component
of the estimate.

Standard errors for annual and 3O-month equivalent inflatlon rates
were calculated by separately compounding the upper and lower confidence
limlts of an lnterval estlmate, differencing the compounded linits, then
dlviding the difference by the width (in standard unlts) of the interval.

6
I r,r. . V..

;'e LJ LJ
x

6

i
,j=2



Table 2.6

ESTIMATED RATE OF INFLATION IN CONTRACT REM, BY TYPE OF PROPERTY:
RENIAL HOUSING IJNTTS rN BROWN COtNTy, I,iTSCONSIN, 1973 TO 1975

Sampllng Stratum Probability of
Larger Chance

Dlfference from
Grand Mean (%)

90. 0
2.2

7L.4

stratum
Number

10
11

1
2

3

I

N)
N)
I4

5

6

34.
32.

46.4
59.8

5

3

5

7

8

9

3.4
.6
.6

A11 property types (a)

SOURCE: Tabulatlons by HASE staff of records of the rent-lnflatlon analysls fl1e for Site I.
attot applicable. The probablllty that the difference between the grand mean (a11 property types)

and zero could occur by chance ls less than .01 percent.

Percentage Change ln Contract Rent, Compounded Monthly

Monthly Change Annual Equlvalent 30-Month Equlvalent

Type of
Property Mean

Standard
Error Mean

Standard
Error Mean

Standard
Error

Ict's-rent Urban
Single-famlly
2-4 unlts
5* units

Mediwn-r,ent llrban
Single-family
2-4 units
5.# units

High-rent Urbut
Single-fanlIy
2-4 units
!- units

RuyaL
Low or medium rent
High rent

.3453

.5135

.3608

.3965

.3760

.2108

.1841

.L732

.173s

.3909

.2989

.0868

.0661

.0669

.0600

.0438

.0202

.0507

.0356

. 0317

.07 29

.o872

4.24
6.34
4.42

2
2
2

4
3

23
10
10

79
6s

4
4
2

86
51
56

1. 08
.84
.83

.75

.55

.25

.52

.44

.39

.91
1. 08

10. 93
1_6.61
11.41

5 .67
5. 33
5.34

12.42
9.36

L2
11

6

60
92
52

00

2
1

1
1
1

2.88
2.30
2.23

o2
47
64

60
l2

2.45
2.85

.3348 .0191 4.09 .24 10. 55 .63



Table 2.7

ESTI},IATED RATE OF INFLATION IN GROSS RENT, BY TYPE OF PROPERfi:
RENTAT HOUSING tNrrs rN BROUTN COIINTY, WTSCONSIN, 1973 TO 1975

Sampling Stratuur Probabiltty of
Larger Chance

Difference from
Grand Mean (Z)

4.3
20.6

Stratum
Number

1

2

3

4
5

6

7

8
9

6
11
56

0
9
2

4
1

1

9
6
2

I

N)(,
I

6
t4

26
2

10
11

A11 property types

SOIIRCE: Tabulatlons by ttASE staff of records of the rent-inflation analysis
aNot applicable. The probability that the difference between the grand mean

and zero could occur by chance is less than .01 percent.

(a)

flle for Site
(a11 property

I.
types)

Percentage Change ln Gross Rent, Corrpounded Monthly

Monthly Change Annual Equlvalent 30-Month Equlvalent

Type of
Property Mean

Standard
Error Mean

Standard
Error Mean

Standard
Error

Iou-rent Urban

Single-fanlly
2-4 units
5* unlts

Medtum-rent Urbqn

Single-fanily
2-4 units
5* units

High-rent llrban

Single-fam11y
2-4 unlts
5t units

Rural
Low or medium rent
Hlgh rent

.6857

.577 5

.447 3

.62L9

. s49s

.3041

.4LO2

.37 7L

.267 3

.6623

.66t2

.07 97

.0537

.0750

.0s54

.0371

.o2L3

.0676

.0389

.0334

.0647

.1168

8.55
7.r5
5. 50

5. 03
4.62
3.25

8.24
8.23

7

6
3

72
80
7L

1.03
.59
.95

.71

.47

.26

.85

.49

.4L

.83

.15

22.75
18.86
14.33

20.44
t7.87
10. 75

13. 07
11. 95

8. 34

2L.90
2r,86

2

I
2

92
90
55

1
1

2

1
1

.30

.70

2.35
4.24

99

28
30
08

.4933 .0168 6.08 .2L 1s. 91 .58



-24-

The final rows ln Tables 2.6 and 2.7 are welghted averages across

all sampllng strata, 1.e.,

L1

I u.x.
1, 7,4- 1x
u.

,1,

The flnal coluur of each table reports on tests of the slgnlflcance of
the differences between stratum means and the grand ooean, 7. Thus,

ln Table 2.6 the mean for stratum 1 (.3463) ls not very different from

the grand mean (.3348); the probablllty that the difference of .0015

could have occurred by chance ln saryle selectlon ls 90 percent,. How-

ever, the mean for stratum 2 dlffers from the grand mean by much more

than can be attrlbuted to chance ln sauple selection. The inpllcatlon
of thls latter lnstance ls that housing unlts on low-rent urban prop-

ertles wlth two to four unlts were almost certainly subject to higher
rates of lnflatlon than rras the general lnventory of rental housing.

Inflation ln Contract Rents. Tab1e 2.6 shows that the annual rate
of lnflatlon in contract rent for all rental housing ln Brown County

between late 1973 and early 1975 was nearly 4.1 percent. However, the

rate varled conslderably by type of property. The highest annual rate,
6.3 percent, wes for low-rent urban properties. of two to four unlts.
For other low-rent propertl-es and for the smaller medlum-rent proper-

tles, the annual rates were between 4.2 and 4.9 percent. For hlgh-rent

urban propertles and large medlum-rent propertles, the rates were be-

tween 2.1 and 2.6 percent.

I'le were surprlsed to find so much difference in lnflatlon rates

for dlfferent sectors of the housing market. Looklng only at contract
rent, the dlfferences could be accounted for by any of several hypothe-

ses, or by a conblnatlon of them:

Excess demand for low- and medium-rent houslng may have

enabled landlords to raise rents ln that sector of the

11

i
'?-:l

1
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Earket proportlonally more than ln the hlgh-rent sector,
lndependently of changes ln the landlordsr costs.

Rent lncreases reflected increases ln flxed costs of
about the same dollar amount per unlt for all property

types. Expressed as percentages of 1973 rents, the

same dollar lncrease would work out to a smaller lnfla-
tlon rate for higher-rent unlts.
Rent increases reflected higher costs for landlord-paid
utl-ll-tles, and the customs of the market were such that
a larger proportlon of all utllities were included in
contract rents for low-rent unlts than for high-rent
unlts.

InflatLon ln Gross Rents. Table 2.7 shows comparable data for
gross rents, enabllng us t.o test at least the thlrd hypothesls. By

addlng Eenant payments for fuel and utillties to the contract rent,
we obtain estlmqtes of the total cost of houslng to the tenant, which

are comparable acrosa unlts even though the responslbiltty for utility
b111s may be different.

The overall annual rate of inflatlon in gross rent was nearly 6.1

percent, half again as large as the correspondlng rate for contract
rent. Thls findlng fuplles that the fuel and utillty btlls tenant,s

pald increased much more than their contract rents.* Again, the rates

vary by type of property, ranging from nearly 8.5 percent for low-rent
slngle-famlly houses to about 3.2 percent for high-rent apartments in
large buildlngs.

The entrles ln Table 2.7 exhibit a very regular pattern. Wlthin
each category of rent, inflatlon rates decrease wlth number of units
on the property; and for each slze of property, the rates decrease as

the rent level rlses. The low- and mediurrent rural propertles in
stratum 10, whlch are nearly all single-famlly houses, fit easily into
thls scheme; however, those ln stratum 11--hlgh-rent rural single-fanily
houses--do not.

*
See Sec. III, below, for estimates of the effects on housing

costs of changes ln rate schedules for fuel and utLllty services.

2

3
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The hypothesls that best explains thls pattern ls that most of
the rent lncreases--whether in contract rent or ln the cost of fuel
and utilitles bllled to the tenant--are attrlbutable to hlgher utlllty
costs, partlcularly for heatlng fuel. We kno,w from other data that
single-family houses tend to be larger than units on smaIl nultiunit
propertles and that the latter in turn tend to be larger than unlts in
large apartment buildlngs.* Slngle-fam1ly houses tend also to be more

expenslve to heat. than apartments ln mulEiunit structures, both because

the houses have more.rooms to heat and because they lose more heat

through thelr exposed walls and roofs. Slmllar arguments can be made,

though vrlth less force, for electrlcity consumptlon, the other large

conponent of utlllty costs.
Wtren the prlce of heatlng fuel rises, the added dollar cost per

unlE ls thus greatest for slngle-famlly homes and least for apartments

l-n large bulldlngs. On the other hand, the added dollar cost wlll be

about the sem for a low-rent as for a hlgh-rent unlt (controlllng for
unlt slze); but lt w111 be a smalLer pereentoge lncrease for the hlgh-

rent unit.
Although the explanatlon flts the pattern of the data, lt ls iu-

portant to remember that lnflatlon rates were caLculated wiEh respect

to the 1973 rents of indili&Ml unibs, whlle the sample stratlficatlon
of propertlee by rent ls baeed on average groas rer.t per unit on the

p?opertA. A mul-tlunlt property may have a range of rents, varying most

often wlth the slze of lts lndividual units. Thus, one nlght easlly
flnd a large hl-gh-rent unlt ln stratum 2 or a srnall low-rent unlt ln
stratum 8. In thls case, the factors descrlbed above as influences on

lnflatlon rates would tend to be offsettlng.

Infletlon Rates by SLze of Unlt
Table 2.8 ehows rates of lnflation ln contract and gross rent by

number of rooms per unit. The entrles for each slze of unlt were con-

structed by vertlcal accr:nulatlon of the lnflation rates represented

symbollcally ln Fig. 1, welghting each element of the sum by the corre-
spondlng populatlon estimate represented symbolically ln Flg. 2z

*
Cf. appendlx Table A-2.



Table 2.8

ESTIMATED RATES OF INIILATION IN CONTRACT AND GROSS RENTS BY SIZE OF T]NIT,
RENTAL HOUSTNG UNITS IN BROWN COtltTY, I{ISCONSIN, 1973 m 1975

Number
of

Roomc

Ior2
3

4

5
6+

A11 sizes

A11 sizes

I

l.J{
I

2or
3

4

5
6+

1

4

4
1
1
0

L4
60

2

33

Contract Rent

Gtoss Rent

Probablllty of
Larger Chance

Difference from
Grand Mean (%)

7.r
22.4
78.3
67.8
71. 8

(a)

(a)

SOIJRCE: Tabulatlons by IIASE staf f of records of the rent-Inf lation anal-ysls
flIe for Slte I.

aNot applicable. The probability that the dlfference between the grand mean
(a11 property types) and zero could occur by chance is less than.01 percent.

Percentage Change ln Rent, Compounded Monthly

t'lonthly Change Annual Equivalent 30-Honth Equivalent

Mean
Standard
Error Mean

Standard
Error Mean

Standard
Error

.2409

.4052

.3284

.3L97

.3143

.3348

.0388

.0507

.0240

.0380

.057 6

.0191

2.93
4.97
4. 01
3. 90
3. 84
4.09

.48

.76

.30

.47

.72

.24

7 .48
L2.90
10.34
10.05
9.87

10. 55

1
2

I
1

25
05
79
25
89
63

.2796

.4258

.4823

.6049

. s43L

.493r

.0403

.0454

.0229

.0392

.o494

.0168

3.41
5,23
5 .94
7 .5L
6.71
6. 08

.50

.57

.39

.50

.63

.2L

8.7 4
13. 60
15.53
19. 83
L7.64
15.90

1
1

1
1

31
54
79
40
73
58



11

-28-

?n XI LJ
-l,

J
u- 1

11

I u
1

1,J

Because sample sizes were smal1 for unlts wlth one and two roons, they
*

are comblned. For slmllar reasons, unlts with six or more rooms were

combined lnto one category.

There is less varlation ln inflatlon rates by size of unit than

by type of property. The range of annual rates for contract rent is
from 2.9 to 5.0 percent; for gross rent, the range ls from 3.4 to 7.5

percenE. In both cases, the rates first rise, then decllne, as unit
sLze lncreases; but the point of inflection ls very different l-n the

t\do cases. The peak rate for contract rent occurs at three rooms; the

peak rate for gross rent occurs at five rooms.

Although the hypothesis presented earlier to explain differences
1n the rates of lnflatlon by type of property can also be used to con-

struct a consistent scenarlo of rent change by size of unit, the effort
ls less rewardlng; wlth only five rather than eleven data points to be

explained, a wlder variety of hypotheses perform equally welI. It ls
more fruitful, havlng developed a plausible hypothesl-s by inspecting
these tables, to use the more powerful tool of regression analysls to
test lt.

Regression Analysls of Inflation
To test our hypothesls about the causes of inflation in housing

costs durLng this perJ.od, we constructed three dlfferent statistical
models, all uslng essentlally the same variables. They dlffered nalnly
ln thelr levels of aggregatlon and ln their assumptions about the in-
t.erdependence of explanatory variables. The fltted parameters of the

*
Recall thaE only complete housing units, with private kitchen

and bath, are lncluded in the data base for thl-s analysis. Slnce
bathrooms are not counted as habitable rooms, a one-room housi-ng unl_t
must have both lts kitchen and its sleeplng facilities in that room.
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three models are mutually conslstent, dlfferlng only in ways that sug-

gest that a Dore complex model with lnteractlons among the explanatory

varlables would probably provide more efficlent estlmators than any of
the three models actually fltted. However, rf,e concluded that further
analytlcal work was not essentlal for present purposes, and speed ln
reachlng concluslons was Lmportant.

Model A. The flrst model assumes that the monthly lnflatlon rate
for a glven housing unit is affected by three lndependent factors:
1973 gross rent for the unlt, number of rooms in the unlt, and number

of units on the property. The loglc for this model was presented

ear1ler.
The rnodel was fltted to 1,135 unwelghted observatlons by conven-

tional least-squares regresslon, wlth the results shown in the flrst
two lines of Table 2.9. The inflatlon rate varies lnversely wlth gross

rent, posltlvely with number of unlts, and lnversely with size of prop-
*erty. A11 coefflcients are significantly dlfferent from zero at the

95-percent level of confidence.
The reader will note the low coefficlent of determlnatlon for thls

equatlon (R2 .LL32). Comblnlng thls result wlth the flnding that the

coefflclents are hlghly signlficant, we conclude that although the equa-

tlon does a good job of assessl-ng the lnfluence of the factors specified,
these account for only a sma1l portlon of the variance between houslng

units ln their monthly inflation rates.
We do not flnd this result elther surprlslng or disconforti-ng.

Recall that our dependent variable, the average monthly percentage

change ln gross rent, ls based on tr^ro observations of gross rent separ-
ated by an arbltrary lnterval of 16 to 24 months. Landlords seldom

change contract rents more often than once a year, and many of them

*
In all three models, 1lmits were placed on values of the lndepen-

dent variables to avold bias from a few extrene values. The 1973 gross
rent was not permltted to exceed $:SO; Ehe number of rooms was llmlted
co a minl-mum of two and a maxlmum of s1xl and the number of unlts was
llmlted to a maximum of ten. A record that vlolated these llmlts was
not rejected; lnstead, the tlmlting value was substituted for the actual
value during computatlons.
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Table 2.9

ESTIMATED COEFFICIENTS OF ALTERNATIVE REGRESSION MODELS

USED TO EXPLAIN DIFFERENCES IN GROSS RENT INFLATION
WITHIN THE BROI{N COUNTY HOUSING MARKET

Regresslon
Model

Model A .LL32

Model B .1059

Model C

L or 2 rooms .9193

.6894

,8773

.5233

.9154

rooms

6+ rooms

SOURCE: Calculations by HASE staff from records of the
rent-lnflatlon analysls flle for Slte I.

NOTE: Regression Models A and B were fitted to 11135 un-
welghted observations. Model C was fltted separately for
each size of unlt to groups of observations whose 1973 gross
rents fell wlthfn $40 lntervals. The number of data points ,
fltted ranges from three to six, hence the high values fot R'.

aCoefflclents are scaled to estlmate the monthly percentage
change ln gross rent. Standard errors are shown ln parentheses
below each estLmated coefficlent; those for Model C' however,
were computed wlthout regard for the nodelrs violation of cer-
taln standard assr.rmpttons.

prefer to change rents only on the occaslon of tenant turnover. In

other words, the process of lnflation in contract rent for lndlvlduaL

untts ls qulte irregular, and the intervals covered by our data are

not long enough for monthly averaglng to smooth out the irregularity
for lndlvidual unlts.

I

R-

3

4

5

roona

rooms

Estirnated Regresslon Coef flcLentsd

Number
of

Rooms

Number
of

UnltsConstant

L97 3
Gross

Rent ($)

.7754
(.0887)

.6378
(.07 46)

.3322
(.0388)
.6266

(.0347)
.8053

(.0321)
.7610

(. o4os)
.9208

(.0240)

-. 0045
(.0004)

-. 0049
( .000s)

-. 0005
(.0000)
-.0019
( .0003)
-. 0021
(.0002)
-.0012
(.0002)
-.0024
(.0002)

.0925
(.0178)

.L223
(.014s)

-. 0170
(.0060)
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The other component of gross rent ls the cost of fuel and utll-
ltLes bllled directly to the tenant. Whl1e some utlllty services, such

as water and sewage, are provlded and prlced lndependently by local
governments ln Brown County, the large ltems--fuel o11, Bas, and elec-
trl-clty--are provlded countywlde either by a single public utility or,
ln the case of fuel o11 and bottled gas, ln a coryetitive countyllde
market. Thus, changes in fuel prices or utlllty rates tend to affect
all housing unlts simultaneo,r"ly.*

llowever, they do not necessarlly affect all gross rents sLmultan-

eously. For instance, lf a l-andlord provldes heat, hLs costs lncrease

when fuel prices rLse; but he may not pass the increase on to hls
tenants lmedlately. On the other hand, lf a tenant pays dlrectly for
heatlng fue1, gross rent should reflect the increase in price at the

flrst Lnterview after lt occ,r=".o*

Flnally, lt should be noted that fuel and utlllty consumption vary

wlth household slze as well as wlth the sl-ze of the housing unit. A1-

though larger households tend to occupy larger houslng unlts, the corre-
latlon ls far from perfect. A model that included number of persons

per household as a separate explanatory varlable would probably expl-aln

a somewhat larger fractlon of the variance ln monthly lnflatlon rates.***

*
For the fa1l and wlnter of L973-L974, thls is an overstatement.

Because of the Arab o11 embargo, the markets for fuel o11 and bottled
gaa rrere chaotic, wlth prlces changlng from day to day and even with
different prices coexlstlng in the local market. This circumstance may
have affected our estimates of L973 fuel costs paid by tenants, since
they were based on expendltures f.or L973 that were reported ln the base-
llne survey early ln I974. These reported expendltures were deflated
ln proportion to the change Ln the average price of No. 2 fuel o11 be-
tween July 1973 and July L974, based on a sanple of five local dlstrib-
utors. In July 1973, these distrlbutors quoted prices ranglng from
16.2 to 28.9 cents per galIon, dellvered. In July 1974, the range was
much narrower, 32.4 to 35.7 cents per gallon. See appendlx Table B-3
for addltlonal quallflcations.

,t*
That ls, insofar as a recent price lncrease was figured by the

respondent lnto hl-s estirnate of Ehe precedlng yearts average nonthly
expendlture.

***""--Deslgnlng 
such a model would be compllcated ln that household

slze at t.he tlne of the second observatlon would often dlffer from
household slze at the first observatlon.
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l{odel B. The second model whose parameters are shown in Table 2.9

dlffers from the first only ln that number of units on the property ls
not l-ncluded as an explanatory varlable, leavlng only 1973 gross rent
and number of rooms as factors affectlng the rate of lnflation in gross

rent.
Model B ls motivated by the fact that the schedule of the standard

cost of adequate houslng, whlch we wlshed to update, specifies standard

costs only by number of rooms and gross rent. Even though Model A tells
us that gross rents for single-family houses were ristng faster than

gross rents for apartments in large bulldlngs, we did not think lt would

be approprlate to glve more or less benefits to program partlclpants
dependlng on the slze of the property on whlch their unit was locaEed.

The lnfluence of property si-ze, in any case, would be partly reflected
ln the other two varlables, given their known correlatLons with property

slze.
As the entrles ln Table 2.9 show, thls was indeed the outcome. The

regresslon constant for Model B is smaller than that for Model A, be-

cause a variable with a negatlve coefflclent was deleted from the equa-

tion. The negatlve coeffLclent of. 1973 gross rent did not change

sl-gnificantly frour Model A to Model B. However, the posltive coefficlent
of nr:mber of rooms increased by a thlrd, combl-ning the effects of number

of rooms and number of unlts, whlch are lnversely related to each other
but which have opposing effects on the lnflatlon rate.

Note that dropping one varlable from the equation has very llttle
effect on the coefficlent of determinatlon (fiZ = .1069). Model B ex-
plains nearly as much of the varlance in houslng unit lnflatlon rates
as does Model A and provldes the more convenlent formulatlon for our

lrrnedtate purposes.

Ilodel C. The plotted residuals from Models A and B offered no

evl-dence of strong mlsspeciflcation of functlonal relationshlps, but

the resLduals were dLffused enough to obscure weak rnisspeciflcation.
Model C was therefore deslgned to test for lnteractlons between gross

rent and number of rooms as lnfluences on the lnflatlon rate.
Rather than postulate a form for thls lnteractlon, we divided the

data base by nurnber of rooms per unlt and fltted separate regresslons
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for each size of unlt. Each regression equatlon expresses the lnfla-
tion rate as a linear functlon of 1973 gross rent.

We also took steps to reduce the "nolse" ln the dependent variable
so as to expose patterns of relatlonshlp more elearly. First, the hous-

lng unit records in each ce1-l of Flg. 1 were grouped by $40 intervals
of 1973 gross rent, and the group was asslgned a gross rent equal to the

nldpolnt value of that lnterval. Second, a slngle lnflatlon rate, X.jk,
was created to represent all unlts of a given size 1n a glven gross rent
lnterval. Thls rate r^ras a llnear comblnatlon of the Xr-. shown ln Fig. 1,

1-J

as follows:

11

I x..
1-J

u. ..
LJK

1"1

1
t

uiik

where k = a Bross rent interval.
D, ,,. = sum of populatlon wei-ghts for all records ln sarnpllngLJK

sEratum i, number of rooms ;i, and gross rent intervaL k.

The result of these manl-pulati-ons is a matrix of the form shown

ln Fig. 3. The entrl-es in each coluur of that matrlx were then re-
gressed on the 1973 gross rent lnterval assoclated with each entry.
Because not a1l unlt sl-zes were represented ln all rent intervals, the
number of t'observatlons" on which each regresslon was based varled
from three to slx. Slnce most of the varlance in the rent-lnflatlon
rate was averaged out before regression, the coefflcients of determina-
tlon for these equatlons are mlsleadingly high.

Table 2.9 shows the parameters of the five regressions; both the
observatlons and the estimating equatlons are plotted ln Flg. 4. As

ln both earller models, the coefficient of gross rent is negatlve and

the coefflclent of unit size (now reflected ln the constant term of

*
The lowest lnterval was under $80, with a "midpoint" of $60. The

upper lnterval was $240 or more, with a "midpolnt'r of $260.

X .jk
Ii:7
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Number of Rooms

345

x.zt x.sr x.tt X.st X 61

x.zz 7.r, x.nz x 52 x.az

7 .r, x.r, x 43 x 53 X.oa

7.rn x 34 x 44 x 54 7 'un

7
2 5

x 35 7 45 x 55 x 65

x.za r.r. x 46 x 56 7 66

Fig. 3-Derived matrix of mean monthly inflation rates

each equation) ls posltlve. The polnt of interest ls that the lnfla-
tlon rate ls l-ncreaslngly sensitive to Bross rent as unlt size ln-
creaaes. Thts pol-nt can be seen either in the lncreaslngly negatlve
values of the coefflclents of gross rent ln Table 2.9, or in the ln-
ereaslng slope of the plotted functions In Ftg. 4. The regularity of
the pattern ls broken only by the function plotted for flve-room unlt,s,
the elope of whlch ls less steep than the slopes of its neighbors on

eLther slde.
The slmplest lnterpretatlon of these flndlngs starts with the

assumptlon that the observed inflatlon in gross rents ls nearly all
due to rLeing costs for fueL and utl11ty services. The larger the

houelng unlt, the more fuel and utilities lts occupants use. -If fuel
and utlllty costs in 1973 eomprlsed a smaller percentage of gross rent
for large units than for small unlts, and a smaller percentage of gross

rent for high-rent units than for low-rent unlts, the slopes of the

62
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llnes ln Fig. 4 could reflect the effects on units of dlfferent sizes

of a marketwlde lncrease ln fuel and utlllty costs.

The premlses ln the precedlng paragraph can all be lnvestlgated

wlthln our data base, but those introduced by t'lft'have noE been checked.

(To learn from survey data about total utlllty costs--those paid by

landlords as well as those pald by tenants--lt is necessary to link
landlord and tenant lnterview records.) For the present, we w111 slnply
use I'Iodel C as one of several methods for estlmating rent inflation.

ESTIMATING INFLATION RATES FOR STAI'IDARD CASES

Although the parameEers of our three regression models differ, the

practlcal questlon ls whether they lead to dlfferent estlmates of the

rates of rent Lnflatlon that should be applled to the 1973-based sche-

dule of the standard cost of adequate houslng. Tabl-e 2.10 shows that
they do lndeed.

Table 2.10

ESTII,IATES OF 3O-MONTH RATES OF INFLATION IN GROSS RENT USING
ALTERNATIVE REGRESSION MODELS AND STANDARD CASES: REMAL

HOUSING IN BROWN COUNTY, WISCONSIN, L973-L976

Estlmate of 30-nonth Percentage Change ln Gross Rent
Standard Case

Number
of Rooms

Model
C

or1 I
t2
l_5

18
L4
L2

2 9
5
3
2

7

1

3

4
5

6+
6+

SOURCE: Calculatlons by HASE staff from regression parameters ln
Table 2.9

NOTE: Standard cases are based on occupancy standards and current sche-
dule of the standard cost of adequate housing (F't) for the Brown County
Houslng Allowance Office.

Model A, by Unlts per Property
L973

Groes Rent 1 103
Model

B

100
125
155
170
190
220

13.
14.
t4.
10.

9
2

8
6
7

2

15
15.

L4.7
L4.T
L2.6
13. 5

13. 6
9.1

10. 7

10. 1
8.7
9.5
9.6
5.3

L2.5
L2.6
LL.2
13. 4
t4.2
9.3
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The standard cases shown in the stub of the table are those de-

flned by the exl-stlng.R* schedule, except that the data base for our

regresslon models was not restrlcted to houslng unlts that would meet

the IIAOTs standards of decency, safety, and sanltation. However, we

knors that in 1973 between 50 and 75 percent of all rental units de-

fined by each sEandard case would probably have qualifled for occupancy

by program partlclpants.*
The entrl-es in the table are 3O-month inflation rates, coupounded

from the monthly rates that were used ln our analysls, They can be

lnterpreted as estimates of the average percentage changes ln gross

rent for housing unlts of each type that. would have occurred between

September 1973 and February L976 if the average monthly rate of lncrease
for the earlier 18 nonths of that interval had persisted during its last
12 rcnths.

For Model A, we show values separately for slngle-famlly houses,

three-unLt propertles, and ten-unit properties. However, one is noE

llkely to ftnd a slngle-famlly house with only one or two rooms, or an

apartment in a large bulldlng wlth slx or rnore rooms. The most empir-

ically relevant entrles are those along the diagonal rislng frorn left
to right.

Consldered in thl-s 1lght, the entries for Model A are reasonably

conslstent wlth those for Model B, ln which the number of units per

property \iras suppressed as an explauatory variable. Model B suggests

that 3O-month lnflatlon rates for all but one of the standard cases

r^rere ln the range of 11 to 14 percent. The estimated rate for the

last case (6+ rooms, 1-913 rent of $220) is only about 9 percent.

Model C dlsagrees with Model B in a number of respects. There ls
close correspondence between their estlmates for only two of the slx
sEandard cases, and there are dlfferences of 3 to 5 percentage points
for the remainlng four cases. The dlfferences are not even conslstent
as to sign.

These findings are lnstructive for those of us who are accustomed

to accepting published aggregate estlmates of consumer price changes

*
See Sec. I of this note and the references indicated there.
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as though they were preclse enough to motlvate delicate policy re-
sponses. Clearly, in Brown County, lnflatl.on ln houslng costs has

affected some fanilles much more than others, but how much more de-

pends on the model one chooses to descrlbe the phenomenon.

The entrles ln Table 2.10 will be consldered further in Sec. V

of thls note. First, lt is helpful to review data from sources other

than our surveys, data that bear dLrectly on the role changing fuel
and utlllty costs play in triggerlng lnflatlon ln gross rents.
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III. CIIANGES IN THE COSTS OF FIIEL AND UTILITY SERVICES. 1973-1976

In Sec. II, rile demonstrated that gross rents l.n Brown County have

rlsen more rapldly than contract rents, 6.1 vs. 4.1 percent annual-ly

from 1973 to 1975. Because the dlfference between gross and contract
rent conslsts entLrely of outlays for fuels and utllity services that
were billed dlrectly to the tenant, thls flndlng implies that tncreases

ln such outlays were a maJor element of gross rent lnflatlon durlng the
perlod ln questlon. Indeed, since some of these ltems are usually bllled
to the landlord rather than to the tenant, the reported increase ln con-

tract rent muat also reflect the higher costs of fuels and utlllty services.
In this sectlon, we review the recent hlstory of rate changes for

each of the fuels and servlces whose costs are conventLonally lncluded
In gross rent. These are fuels (energy sources) for lllumLnatlon,
operating household appliances, cookl-ng, water heating, and space heat-
lng; piped water for bathing, washing, and garden use; and dlsposal of
sewage and solld wastes. Then, we estlmate how the rate changes would

affect the monthly costs of operating typical- homes in Brown County,

consldering variations ln consumption levels assoclated with housing

unlt and household =i"..*
The analysis ls complleated by both the lntricacy of rate schedul-es

and the coexistence of alternative domestlc equlpment using different
fuels for such things as heatlng and cooking. However, rre conclude

that the total cost of fuel and utillty servlces consumed by a typical

*
The data used ln thls section were assembled by Paul F. Ernst

for the Brovm County Houslng Allowance OffLce, and were used by him to
estlmate adjustments to standard allowances for fuel and utllity expenses
lncurred by program partlclpants. Hls co-mputations and flndings are
reporte<J in Restdential Utility Rate CVnnges in Brotm Cotmty, Wiseonsin,
from Septembcr 1973 thtough Januaty i, 1976, Housing Allowance Office of
Brown County, Inc., BC/HAO-2, January L976. Generally, Ernst followed
methods devised by Barbara M. Woodflll of Rand for exactly this purpose.
Hls report provides convenlent docr:nentatlon of procedural detalls only
generally descrlbed here.

We use Ernstrs and I'Ioodfillrs data and many of thelr computations
for somewhat different purposes here--to estimate the amount of infla-
tion in gross rents that is attributable to higher costs for fuels and
utility servlces.
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renter househol-d in Brown County lncreased by 60 to 72 percent durlng
the 3O-month period, September 1973 through February L976. (the

equivalent annual rates are 2I to 24 percent.) If fully reflected ln
gross rents, these added costs would account for a 30-month lncrease

of about 15 percent for a typical houslng unit. Our estimate from

survey data of the countywide average lncrease in gross rent for the

same period was 15.9 percent. Even allowing for some decrease ln fuel
consumption due to lts higher costs, recent rent inflation in Brown

County seems to be mostl-y attributable to rislng prices of fuels and

utlllty services.

ESTIMATING CHANGES IN FTIEL COSTS

Electrlclty, gas, and fuel oil are all used by households ln Brown

County, but ln different proportlons and for varying purposes (see

Table 3.1). ELectrlclty ts nearly always used for illunlnatlon and to

operate household appllances. It competes prlmarlly wlth piped or

bottled gas for cooklng and water heatlng. For space heating, plped

gas and fuel o11 are the prlnclpal competltors, though some households

use bottled gas, kerosene, coal, or wood. Because the last four fuels
account for only small fractions of all fuel consumed in resldentLal
uses, we excluded then entirely from our analysls, deallng only with
electricity, piped gas, and fuel oil.

To construct general estlmates of household fuel expendltures at
different tlmes, we first estimated the amount of each fuel that woul-d

be consumed by a typlcal household uslng it for a speclfied functlon,
such as space heatlng. Then we applied the current rate schedule for
each fuel that was usable for that function to obtain an estimate of
lts cosE--e.8., of the cost of heating a typlcal home alternatlvely by

electriclty, plped gas, or fuel o11. Next, we weighted each of the

alternatlve cost estlmates by the relative frequency with whlch Brown
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Countyrs households used that fuel for that function. The result was

a weighted average fuel cost for each function. Summing over functlons,
we then obtained an estimate of the typical monthly fuel bill.

Table 3.1

DISTRIBUTION OF HOUSEHOLDS BY TYPE OF FUEL USED FOR SELECTED
DOI{ESTIC FIINCTIONS: BROI{N COLINTY, WISCONSTN, 1970

Percentage Dlstributlon of Households by
Type of Fuel Used for Indicated Function

Type of Fuel
Space

Heatlng

Electrlclty
Plped gas
Bottled, tank, or LP gas
Fuel oil- or kerosene
Coal or coke
Wood
Other fuel
No fuel used

70.
5
1

0
7

2

3

1

1

4.
2L.
3.

Total, all fuels 100. 0

SOURCE: Tabulatlons prepared by the Natlonal Data Plannlng
Corporation from records of the 1970 Census of Housing, Fourth Count.

NOTE: Percentages may not add exactly to 100.0 because of roundlng.
avirtually all housing units ln Brown County are llluminated by

electriclty. A small number of farmhouses and seasonal homes mAy use
bottled gas or kerosene.

h"About 20 percent of all housing units have gas-powered clothes
dryers.

oL."" 
Ehan 0.1 percent.

Illuminatlon,
Appliances Cooklng

Water
HeatLng

100.
(b>
(a)
(a)

oa 41.
50.

7.

(e)

2

8
0
4

4

2

7

4
2

9
4

L4

L.4

77
5

100.0 100.0 100. 0
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FgeL gonCffqp{on Norms by Function

The domestic fuel-consumlng functl-ons that we distlnguish here are

lllumlnatlon and appliance operatlon, cooklng, rilat,er heatlng, and apace

heatlng. The consumptlon norms for each are shown ln Table 3.2. They

are based on average household consumption data from a varlety of
sources, generally applying to the census region comprised of Illlnois,
Indlana, Ml-chlgan, Ohio, and Wlsconsln. The regional norms for space

heating were adJusted to reflect speclfic meteorologlcal condltlons
ln Brown County.

The sources that we used are distresslngly vague about the charac-

teristics of the houslng unlts and househol-ds to which these norms

apply. We have assumed that each is appropriate for a houslng unit of
5.2 rooms occupled by 3.7 persons--averages based on 1970 census data

for all housing unlts and households in the region descrlbed above.

Monthly cost estlmates for other slzes of houslng unit and household

were scaled from this reference point by a method that is described

later ln thls sectlon.

Rate Schedules by Type of Fuel

Rate schedules for each of the three fuels are reported in Appendix

B for various dates between November L972 and January L976. In con-

structlng our fuel cost estlmates for September 1973 and February L976,

we used the last precedlng rate schedule for each fuel. A11 other
factors enterlng these estlmates were the same for both dates.

Applying electrlcal and gas rate schedules to functlonal consump-

tion norms ls complLcated by the fact that there is a fixed charge for
each servlce; moreover, the varlable charge per kllowatt-hour or therm

drops as the amount consumed lncreases. Thus, someone uslng electrlclty
for lllunlnatlon, cooki.ng, and water heating pays less per kllowatt-hour
than someone using electrlclty only for illumLnatlon. Also, rates differ
slightly for urban and rural customers.

The first problem was handled by ordering the functions, applylng
the flxed charge to the first function, and assumlng that use of a fuel
for a higher-order functlon lmplled use of the same fuel for all lower-order
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Table 3.2

FUEL CONST MPTION NORI-iS, BY FUNCTION: IYPICAL HOUSEHOLD
rN BROI,ilN COUNTY, WTSCONSIN, 1970-1975

Average Monthly Fuel Consumption
when Indlcated Fuel is Used

Functlon

Illumlnatlon and
appllance operationa

Cooklng

Water heating
Space heatlng

Fuel- OiI
(ga1-Ions)

(c)

(c)

(e't

108

SOURCE: K. Anderson, Residential Energy Use: An Econ-
ometrie Ana.Lysts, The Rand Corporation, R-L297-NSF, October
L973; AnerLcan Gas Association, fnfo Data Sheef, Nos. 74lL
and 74/2; Publtc Service Cornmission of l,Ilsconsln, Accounts
and Flnance Division Bulletin No . 9, Conrpartson of Net
Monthly BiLLs fot, Eleett+cal Utilitg Seruice in Wiseonstn,
March L973, and No. 10, Cornpar[son of Net Monthly BiLl,s for'
ks Seruiee in Ineozporated Wiseonsin Cornmtntttes uttth ouer
500 Population, January 1973; 1970 Census of Housing, De-
tailed Housing Charaeteristics, Wlseonsln; and calculatl-ons
by HASE staff,

NOTE: Consumptlon norms are generally based on an "average"
housing unit of 5.2 rooms occupied by 3.7 persons in the east
north central census region.

aFuel used for appllances is based on the average number
of each appliance per household ln 1970, as follows: refrlg-
erator (1.00), television (1.15), clothes washer (0.53),
clothes dryer (0.55), freezer (0.36), diswasher (0.14), other
small appliances (1.00).

h"Gas-powered clothes dryer, used by about 20 percent of
all households.

eF,re1 o11 ls rarely used for these functions.

Electricity
(kwh)

Gas
(therms)

100

380

1,915

377

8

24

t26

3b
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functlons. Thus, ln the case of electrlclty, the order was lllumlnation
and appllances, cookl-ng, water heatlng, and space heating. The flxed
charge was allocated to lllumlnation and appllances, and anyone who

used electrlclty for water heating rilas assumed to use it also for the

t\ro precedlng functlons. The cost of heating water wlth electrlclty
was then calculated at the lower marginal rate appl-lcable for a hearry

user.
Separate fuel cost estimates were prepared for urban and rural

users to reflect the different rates applicable to them; and these

separate schedules are in fact used by the Brown County Housing Allow-
ance Offlce to estimate "actual" housing costs for lndlvidual clients.
Here, however, we base our estlmates of fuel costs only on the urban

rate schedules that apply to about 80 percent of al-l Brown County

households.

Table 3.3 shows the estlmated monthly cost of each fuel, by func-

tion, when consumed in the amounts shown in Table 3.2. Estiuates are

given for both Septenber 1973 and February L976. The last colunm of
the table shows a welghted average, constructed by welghting the costs

for each fuel accordlng to the proportlon of all households ustng lt
for the lndicated functlon. Under the rates applicable ln September

L973, the composlte monthly fuel b111 for a typlcal household would have

been $34.39; under the rates applicable in February L976, the b111 for
the saue amounts of fuel would have been $53.11, an increase of 54 percent.

ESTII.{ATING CHANGES IN THE COSTS OF OTHER UTILITIES

Other utLlitles whose costs are conventlonal-Ly included ln gross

rent are water and sewer service and garbage collectLon. In Bror.m

County, these services are (wlth minor exceptions) provlded by local
governments, each of whlch sets rates wlthin its jurisdlctl-on. In
L973, the two largest jurlsdlctions of the county funded se\rer service
and garbage collectlon from general property tax revenues; beginning

ln 1975, both shlfted to user charges for sewer service.
To esElmate typlcal household e>rpenditures for these servlces at

different tlmes, we applled the current rate schedules to consumptlon

*

*
See note to Tab1e 3.3 for quallflcatlons.
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Table 3.3

AVERAGE TONIELY FUEL COSTS, BY FUNCTTON:
TYPICAL HOUSEIIOLDS IN BRO}IN COI'IrIY,

wrscoNsrN, L973 AIID 1976

Functlon

Septanber 1973

Illumlnatlon and
appllance operatlon

Cooking
I{ater heatlng
Space heating

Total

I'Ielghted
Average
Cost ($),
AlL Fuel

11. 65
2.30
4.30

L6.L4c

34.39e

February L976

flfrrn{ag3lon and
appl.lance operatlon

Cooklng
Water heatlag
Space heatLag

Total.

SOIIRCE: Calculated by iIASE staff frm data ln Tables 3.1-,
3.2, B-L, R-2, and B-3.

NOIE: Average EonEhly cost for a speclflc fuel ls based on
con8r.r8ptlon norms for that fuel for an average oonth of any
calendar year, and on rate schedules In effect for the noaths
lndlcated. The welghted average for all fuele welghts each fuel
accordlng Lo the proportlon of all household uelng lt for the
lndicated functJ.on.

aTo slnpllfy calculatlons, fuel costs for gas-powered clothes
dryere are neglected. See Table 3.2.

h"Fuel o11 ls rarely ueed for these fuuctlons.
These entrles are arguably underestlmates. The average

monthly cost for fuel oil ls an average of prlces quoted by local
dealers ln July L973, and lncludes one low quotatlon that was
subsequently discovered to be for bulk dellveries (see appendix
Table B-3). Omlttlng that quotatlon, the average cosE of fuel
o11 would be $25"97, the composlte fuel cost for space heatlng
would be $16.61, and the total composlte fuel cost would be
$34.86.

L9.O2
3. 3s
s. 89

24.85

53.11

Average l{oathly Cost ($) of
Fuel If Used for Indl-

cated Functlou

Fuel
o11Electrlclty Gas

(a)
2.09
3.40

13.53

t9.02

(b)
$)
(b)

24.4Le

24.4Lc

11.65
2.56
9 .01

40.88

64.10

L9.O2
3.41

L2.94
61. 89

97 .26

(a)
3.29
4.55

19.39

27 .23

(b)
(b)
(b)

42.L2

42.L2
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norms, just as rde dld for fuel- expendltures. Ilowever, ln this case, lt
Idas neceasary to construct separate expendlture estLmates for each juris-
dictlon that had a different rate schedule; then to cornpile a countyride
average expendlture, welghtlng the amounts cal-culated for each jurlsdlc-
tlon by the share of the county's populatlon contained ln that jurlsdiction.

We treated utillty services that were funded from general- property
tax revenues as though they were free to the user, slnce the taxes on

hls home were unaffected by hls consumption of the servlce. As a matter
of Lnterest, we do report estimates of the costs to local governments

of provldlng these servlces.

Water Service

Water is supplled to residenfial customers by nlne unlts of local
government, the seven largest of whlch serve about 84 percent of the

countyrs populatloo.* A11 seven b111 thelr custoners quarterly accord-

1ng to gallons consumed, the rates dropping as consumptlon rlses. A11

seven have mlnimr:m charges. For each of them, the rate schedules that
were ln effect ln September L973 and December L975 are shown in appendix

Table B-4. The latter rates were stilI in effect in February L976.

Aceording to local authorities, the typlcal household in Brown

County consumes 201000 gallons of water per quarter, or 5,667 monthly.

Table 3.4 shows monthly charges for this amount of water by jurisdlctlon
tn 1973 and 1976. The welghted average across Jurisdictions was $3.82

tn 1973 and $4.31 ln 1976.

Sewer Service

The same seven local governments that supply water to thelr con-

stltuents also provide sewer servLce to them, elther directly or by

contractLng wlth a newly formed metropolitan sewer distrlct. In 1973,

Green Bay and Allouez covered the costs of this servl-ce by a general

property tax l-evy, whlle all other jurisdictlons l-evled quarterly user

charges based on the amount of water metered to the customer. In L975,

Green Bay and Allouez shlfted to user charges.

*
The other two publlc systems are ln smal-l rural vlllages. The

remalnlng rural- homes are mostly supplied by prlvate wells.
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Table 3.4

AVERAGE MONTHLY COST OF WATER SERVICE, BY JURISDICTION:
TYPICAL HOUSEHOLDS rN BROWN COINTY, WISCoNSTN,

1973 Al.rD 1976

Monthly Cost ($)
for 6,667 gallons

L976

u

Jurisdl-ctLon

Clty of
Clty of
Town of
Vl1lage
Town of
Vl11age
Town of

Green Bay
DePere
Allouez
of Howard
Ashwaubenon
of Pulaski
Bellevue

4.5L
4.00
4.O9
4.36
2 .67
3. 33
5.42

A11 Jurisdlctions 4.3t

SOURCE: Appendlx Table B-4 and calculatlons by
HASE staff. Population estimates by jurisdiction
are from U.S. Bureau of the Census, Current Popula-
tion Reports, Series P-25, No. 594, L973 Populatton
and 1972 Per Capita fncome Estirnates fot, Cotmties,
fneorpoz,ated Plaees, and Selected MLnoy, Ctutl DLui-
sion in Wiseonsin, June L975.

NOTE: Populatlon distrlbution does not add
exactly to 100.0 percent because of rounding. The
seven Jurlsdlctlons for whlch rate schedules were
available contaln 84 percent of the countyts popu-
lation and 97 percent of those served by a public
water supply.

aBased on average annual consumption of 80rO00
gallons and rates ln effect in September 1973 and
February L976.

h"Average of monthly costs by jurisdiction,
weightlng each jurisdic.tion by its share of total
population.

L973

Percent of
Covered

Population

63
10
10

4
8

1
1

3

4
6
2

7

2

5

4.LL
4.00
3.00
3.L7
2.67
3. 33
5.42

100. 0 3.82b
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Rate schedul-es for sewer service in each Jurtsdlction are glven

in appendlx Table B-5 for September L973 and either December L975 or
January L976. The latter rates were stlll ln effect ln February 1976.

We calculated monthly costs based on rrater consumption of 61667 gallons
per month. The results are shor^m ln Table 3.5.

In comparing the costs of sewer service for 1973 and 1976, we

dectded to treat the 1973 costs as zero, sinee user charges were

then lmposed on only a fourth of al-I households ln the seven jurls-
dlctions and only a flfth of all households Ln the county. Al-though

speclfic tax levies ln Green Bay and Allouez were earmarked for sewer

servi.ce, the amounts paid varied with property value, not use of the

service; and wtren these jurisdictions shifted to user charges, thelr
property tax rates rf,ere not reduced.

Garbaqe Collection
Solld rdaste collection costs are included ln the general property

tax levy ln most jurlsdlctions in Brown County. User charges are in
effect only In the village of Howard and a few rural areas. Because

of the general absence of user charges, we excluded the costs of garbage

collection from our analysis of infl-atlon.
As a matter of informatlon, however, tre checked with Iocal officlals

for estlmates of the costs of provlding thls servlce tn 1973 and 1975.

User charges l-n the vlllage of Howard were $3.00 per month ln both 1973

and 1975. For Green Bay, the largest jurisdlction, the soLtd rilaste

collectlon budget averaged $2.87 per month per household served ln L973,

and $3.53 in 1975, an lncrease of about 11 percent annually. Estinates

of costs for other jurlsdlctions fell in thls sarne general range except

for Allouez, where an unusual-ly efficient collectlon system is expected

to bring costs down to $2.00 per month for resldentlal customers. Gen-

erally, rural costs are hLgher than urban costs because the low denslty

of customers entalls more travel between plckups.

SI]MI'IARY OF COST CI{ANGES. L973 TO T976

Table 3.5 conpares fuel and utillty service costs for a tyPlcal
urban household ln Brown County ln September L973 and February L976,
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Table 3.5

AVERAGE I-ONTIILY COST OF SEIJER SERVICE, BY JURISDICTION:
TYPTCAL HOUSEHOLDS rN BROWN COlrNfi, WTSCONSIN,

1973 Ar{D 1975

Monthly Cost ($) Based on
6,667 Gallons of Watera

Jurlsdlction 1976

City of
City of
Town of
V11lage
Town of
Vl11age
Town of

Green Bay
DePere
Allouez
of Howard
Aehwaubenon
of Pulaskl
Bellevue

5
2
4
9
3
3

5

o7
.00
.57
.16
.75
.33
.56

A11 Jurlsdlctlons 4.75

SOIJRCE: Appendix Table B-5 and calculations by HASE

staff. See Table 3,4 for source and notes on populatlon
estlnates.

os"r"g. charges in all jurisdlctions are based on water
consunptlon, except as noted. Costs are calculated from
ratea in effect ln September 1973 and February L976.

h"Sewage charge included in general property tax levy,
at $3.20 per $11000 of assessed valuatlon for Green Bay and
$2.775 for Allouez.

'Not "orputed 
because nearly 75 percent of the popula-

tion covered dtd not pay user charges.)*Average of rnonthly costs by JurisdLction, welghting
each Jurlsdlction by its share of total populatlon.

Percent of
Covered

Population t973

3
4
6
2

7

2

5

4.
8.
1.
l_.

63.
10.
10.

(b)
.00
(b)
.96
.40
.33
.00

2

3

2

3
2

100. 0 e( )
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Table 3.6

COMPARISON OF FT]EL AI{D UTILITY COSTS FOR TYPICAL URSAN HOUSEHOLD:
BROI{I{ COIINTY, WTSCONSTN, 1973 AND 1976

Item

FueL, bg Ftmetion
Illumlnatlon and appllances
Cooklng
Water heatlng
Space heatlng

Total fuel costs

a

Percentage
Increase

(30 nonths)

63.3
45.6
37.0
s4.0
s4.4

Other Utilities
I.Jater servlce
Sewer servlce
Garbage coll-ectlon

Total other utllltles

12.8

L37 .2

Total, all utlllties 62.7

SOURCE: Tables 3.3, 3.4, and 3.5.
NOTE: Estimates are generally based on a housing unit of 5.2 rooms,

occupled by a household of 3.7 persons. A11 costs are calculated by
applylng then-current rates for the fuel or utllity ln questlon to con-
sumption norms for the lndicated typlcal case.

alncludes monthly flxed charge for electrlcity.
b Included in general property tax for households ln Green Bay and

Allouez ln 1973. Beglnning in 1975, both shifted to direct user
charges.

elncluded In general property tax for nearly all urban households.
The estlmated cost per household ln Green Bay was $2.87 In 1973 and
$3.53 ln 1975.

Typical Monthly Cost ($)

Septenber
t97 3

February
L976

11.65
2.30
4. 30

L6.T4
34 .39

3.82
(b)
(c)
3.82

L9.O2
3. 35
5. 89

24.85
53.11

4.3t
4.75
(e)
9.05

38.21 62.L7
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sumlarl-zing the estimates presented earller in thls sectlon. As ex-
plained then, the typical household ls assumed to conslst of 3.7 per-
sons livlng Ln a housing unit of 5.2 rooms. For rentaL units, some of
these costs are usually lncluded ln contract rent; others are bl-lled
directly to the tenant.

Over the 3O-rnonth period, we estimate that fuel- costs increased

by 54 percent; and user charges for other utilities increased by L37

Percent, prlncipally because sewer service in two large jurisdictions
was shifted to user-charge flnancing in L975. Comblning fuel and

utllltles, the overall cost lncrease was nearly 63 percent.

Costs by Size of Unit and Size of Household

The sources from which our consumption and cost data were obtained
provlde very ll-ttl-e guldance as to dlfferences Ln costs for houslng

units or households of different sl-zes. In order to estimate standard

costs for households participating in the allowance program, we de-

vlsed formulas for adJustlng the average figures given ln Table 3.6

to reflect dlfferent level-s of consumpElon for different sizes of
household and houslng unit. Later, hre expect to lmprove on these

fotmulas by analysis of survey data for tenants and homeowners who

paid their fuel- or utllity btl1s dlrectly.
The present formulas draw on an earlier study by Rand of fuel and

utlllty costs for renter households in New York Clty--weak guldance,

considerlng the many dlfferences both ln housing unit, consumption

patterns, and rate structures between New York Clty and Brown County.

However, the formulas were able to do a reasonably good job of esti-
nating the fuel and utl-lity costs ln Brown County that were reported

by the 1970 Census of Houslng.

Essentlally, the method entall-s estlmating for each functlon listed
ln the stub of Table 3.6 a fixed cost per houslng unlt and a cost that
varles elther with number of rooms (for fuels) or number of persons

(for water and sewer servlce). The cholce of parameters ls constralned

by the requirement that the sum of flxed and varlable costs for a hous-

lng unit of 5.2 rooms (or a household of 3.7 persons) rnust equal Ehe
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amount shown for that typical case in Table 3.6; and by the reasonable-

ness of this sum for larger and smaller housing units or households.*
The results of these calculations for both 1973 and 1976 are

shorrr in Table 3.7 for fueL and Table 3.8 for other utlllties.
In Table 3.7, the cost of fuel for each of the four fuel-uslng

functlons is estimated by number of rooms. fhe reader will note that
the total fuel cost shown for a fLve-room unlt ln 1973 ls $33.67, as

compared rrith the estimate in Table 3.6 of $34.39 for 5.2 rooms, the

"typlcal" case. But the amounts range fron $19.32 fot one room to

$51.51 for ten rooms. Costs for L976 are higher, but follow the same

pattern.
Table 3.8 shows slmilar esti-mates for water and sewer servlce, the

cost varylng by number of persons ln the household. Only rf,ater servLce

is consldered for L973, for reasons explained earller. For l-976, both

water and sewer service costs are estlmated. Thelr total for four
persons ls $9.80, comparable urith the estlmnte ln Table 3.6 of $9.06
for 3.7 persons, the "typlcal" case. However, the amounts range from

$3.87 for one person (reflectlng minimum servlce charges) to $24.49

for ten persons.

Cost Changes for Standard Cases

Table 3.9 sumnarlzes the data ln the preceding tables for selected
comblnatlons of househol-d and housing unlt sizes. The combinations

selected are those enbodied ln the Brown County IIAOTs occupancy standards.

Between September 1973 and February L976, we estimate that the com-

bined monthly cost of fuel and other utilities increased by about $15

for a slngle person ln a two-room housing unit; and by more than $34

for ten persons ln sLx rooms. For the various combinations shown,

the 30-nonth percentage Lncreases ranged from 60 to 72 percent, equiva-

lent to annual rates of 2l to 24 percent.

*
The parameters selected are reported In Ernst, Residential Uttlity

Rate Clnnges. The method was developed and documented lnternaLly at
Rand by Barbara M. tloodftll.
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Table 3.7

ESTIMATED MONTHLY COST OF FT'EL BY FI'NCTION AND SIZE OF
HOUSING IINIT: IIRBAN HOUSING TNITS IN BROIIN COtt{rY,

wrscoNsrN, L973 ArID 1976

Estlnated Monthly Cost ($) for Typical Unit
Nunber

of
Rooms Total

Septenber 7.973

L9.32
22.9L
26.50
30. 08
33.67
37 .26
40.85
44.43
48.O2
51.61

Febzunry 1976

35. 38
40.92
46.46
52.00
57 .54
53.08
58.62
74.16
79,70

SOURCE: Estlnated by HASE staff from data ln Table 3.3
for typlcal houslng unlt of 5.2 rooms. See text for
explanatlon.

1
2

3
4
5
6
7

I
9

10

I
2
3
4
5
6
7

8
9

10

29.84

Illumlnatlon,
Appllances Cooklng

I{ater
Heating

Space
Heatlng

7.10
8. 18
9.27

10. 35
11.43
L2.52
13. 60
14.68
L5.77
16. 85

1. 40
1.62
1. 83
2.04
2.26
2.47
2.69
2.90
3. 11
3. 33

2

3
3
3
4
4
5
5
5
6

62
o2
42
82
22
52
o2
42
82
22

8.20
10. 09
11.98
13. 87
L5.7 6
L7.65
19. 54
2L.43
23.32
25.2L

11. 59
13.35
15.13
15.90
L8.67
20.44
22.2L
23.98
25.75
27 .52

2.O4
2.35
2.66
2.97
3.28
3.59
3. 90
4.2L
4.52
4. 83

3
4
4
5

5
6
6
7

7

8

59
r4
69
24
79
34
89
44
99
54

1-2.62
15. 53
L8.44
2t.35
24.26
27.t7
30. 08
32.99
35.90
38. 81
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Table 3.8

ESTIMATED MONTIILY COST OF OTHER UTILITIES BY SIZE OF HOUSEHOLD:
URBAN HOUSING ITNITS rN BROIIN COUI{TY, WISCONSIN,

1973 AND 1975

Estlmated Monthly Cost ($) for Typlcal Household

Number
of

Persons

Auount of
Change

L973-L976

2.50
2. 83
4.24
s.67
7.08
8. 50
9.91

11. 33
L2.7 4
L4.L7

SOURCE: Estlnrated by HASE staff from data ln Table 3.5
for typlcal household of 3.7 persons. See text for
explanatlon.

NOTE: In urban Bronm County, garbage collection costs
are lncluded ln the general property tax, so are excluded
here. In 1973, se!f,er gervlce was included ln the general
property tax for the two largest urban Jurisdictions, but
both shifted to user charges ln L975.

't{lolr,r, charge.

1
2
3
4
5
6
7

8
9

10

L976
L973

Water
Servlce

Water
Service

Sewer
ServLce Total

1
2
3
4
5
5
7

8
9

10

.274

.06

.10

.13

.16

.19

.23

.26

.29

.32

1.
2.
3.
4.
5.
6.
8.
9.

574
32
49
56
82
99
15
32
48
65

10.
11.

2.30d
2.57
3. 85
s.L4
6.42
7 .70
8. 99

L0.27
11. 55
L2.84

3.g74
4. 89
7 .34
9.80

L2.24
14.69
L7 .L4
19.59
22.03
24.49



Table 3.9

ESTII'{ATED INCREASE IN FUEL AND UTILITY COSTS FOR STANDARD CASES
BY SIZE OF HOUSEHOLD AND ITOUSII{G LINIT: ITRBAN HOUSING UNITS

IN BROITIN COIINTY, WISCONSIN, 1973-1976

Standard Case Increase in Cost
r973-L976

Number of
Persons Percent

62.
60.

64.
65.
67.
57.
69.
70.
72.

SOIIRCE: Calculated from entries in Tables 3.7 and 3.8.
NOTE: Standard cases are based on occupancy standards for partlcipanEs in the

Broun County houslng allowance program.

I

Ln
I

1

2

3
4
5
6
7

8

9
10

62.

3

4
2

4
4
3

8
4
9
4

Estimated Honthly Cost
of Fuel and Utilities ($)

Number of
Bedrooms

Nr.mber of
Rooms L97 3 r97 6 ArcunE ($)

0
1
2

2

3
3
4
4
4
4

2
3

4
4
5
5
6
6
6
6

24.r8
28.56
33.18
34.2L
38.83
39. 86
44.49
45.52
46.ss
47 .58

39.25
45.81
53. 80
s6.26
64.24
56.69
74.68
77 .13
79.57
82.03

15.07
L7,25
20.62
22.05
25.4L
26.83
30.19
31. 61
33.O2
34.45
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This rapid tnflatlon primarily reflects rising fuel costs, due to
the worldwide upheaval ln petroleum marketing. It ls uanifestly lnde-
pendent of any local changes ln the demand for fuels that ntght have

been engendered by the allowance programts beneflts to lov-lncome
families. However, lt powerfully affects housing costs for Brown Countyrs

resLdents, particlpants and nonpartLclpants allke.
Table 3.10 shows estimates of these effects for housing units

whose 1973 gross rents were equal to those speclfLed in the HAOfs sche-

dule of the standard cost of adequate housing. The lncrease in gross

rent that would be needed to offset inflatlon in the cost of fuel and

uttllty serviees since Septenber L973 ranges from about 13 to about 17

percent, with an unweighted average of 15 percent.

The reader w111 recall from Sec. II that our survey data enabled

us to measure the lncrease ln gross rents in Brolun County between

September 1-973 and February L975. Assuming that the average lnonthly

rate of Lnflatlon durLng thls period applled also to the foll-owlng 12

months, we concluded that by February L976, gross rents would have

increased by about 16 percent, counting all rental unlts ln Brown

County. For the etandard cases described in Table 3.10, the estlnat,ed

3O-nonth lnflatlon rates varled accordlng to the uethod used to esti-
mate them, but rf,ere generally in the range of 10 to L5 percent, souewhat

below the countywlde average.

Thus, it appears that all or nearly all of the actual- increase ln
gross rents durlng thls perlod is attrlbutable to higher costs for
fuel and util-itles. One qual-lfication must be offered to temper this
concluslon. In comparing fuel and utllLty costs for our standard cases

ln L973 and 1976, we assumed that fuel consumption was unaffected by

the substantlal changes that occurred in the price of fuel. It seeEs

more 11keLy that many users reduced their consumptLon ln the face of
a 54-percent lncrease ln fuel prlces.

If we assume lnstead that fuel consumptlon rilas reduced by 10 per-

cent ln a1l- households, actual expendLtures for fuel- and utllltles
would not have increased by as much as the entrles in Table 3.10 suggest.

Under thls assr:mption, lt can readlly be calcuLated from data in the
precedlng tabl-es that gross rents for our standard cases would have

increased by 10 to 14 percent rather than 13 to 17 percent. Note that



-57 -

Table 3.10

PERCEIITAGE INCREASES IN GROSS RENT NEEDED TO COMPENSATE
FOR INFLATION IN FTIEL AND TITILITY COSTS: STATiIDARD

CASES rN BROI,IN COUNTY, WISCONSIN, L973 TO L976

Standard Case

Number
of

Persons

Cost Adjustment
as Percent of

1973 Gross
Rent

15. 1
13.8
13. 3

Unweighted a.reraged 15.0

SOTRCE: Calculated by HASE staff from data ln Table 3.9
and from program standards in the HAO Handbook for Brorvn
County.

NOTE: Standard cases are based on occupancy standards
for partlcipants in the Brown County houslng allowance pro-
gretn. The entrles for 1973 gross rent are from the current
schedule of the standard cost of adequate houslng (R't).
Fuel and utility cost adJustments are for the 30-nonth per-
lod, September 1973 through February L976.

a*Averages are calculated independently for each colu^mr.
The average cost adJustment is 15.1 percent of the average
1973 gross rent.

1
2

3

4
5

6
7

8
9

10

14.2
15. 0
15.8

15.0
L5.7

15. 9
L6,6

Monthly Amount ($)

Number
of

Rooms

L97 3
Gross
Rent

Fuel and
Utillty Cost

Adj ustment

2

3

4
4
5
5

6
6
6
6

100
]-25
155
155
170
170
190
190
220
220

15.07
L7.25
20.62
22.05
25.4L
26.83
30. 19
31. 61
33.02
34.45

169. 50 25.65
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thls result ls very close to our estimates from survey data of gross

rent increases for these same standard cases (10 to 15 percent). The

concl-usion stll1 holds: A11 or nearly all of the actual increase ln
gross rents durlng this perlod is attrl-butable to hlgher costs for
fuel and utillties.
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IV. HOUSING EKPEIiIDIII'RES BY PROGRAM PARTICIPAI{TS

As we explalned ln Sec. I, partlclpants ln the Brown County hous-

lng allowance program may draw beneftts whlle llvlng ln any housing

unlt that meeta program standards of qual-ity. Allowance pa)rments are

based on the standard cost of adequate houslng (r?*); progrnm partlci-
pants may spend more or less than.R*, depending on the size and quality
of the unit they select and thelr sklll (or luck) ln searchlng the

market and bargalnlng wlth landlords or aellers.*
However, allowance pa)rments nay not exceed "actual houslng ex-

pendltures." In the case of renters, actual expendltures are deflned

as contract rent plus standard allowances for fuet and utllity services

that, under the lease agreeloent, are bllled dlrectly to the tenant.
For homeowners, actual- expendltures are defined as mortgage lnEerest
payuents, real est.ate taxes, and standard allowances for insurance,

malntenance and repalrs, and fuel and utlltty servlcee; nelther mort-
gage prlnclple palments nor the opportunlty cost of a homeorrnerts

equity ls l-ncluded.

In this section, we compare the houslng expenditures of program

particlpants wlth the schedule of standard costs, and review Ehe par-

tlclpantst experiences wlth cost increaaes. The anal-ysis, based on

records malntalned by the Brown County IIAO, focuses on renters because

the data on houeowner houslng expendltures are lntrinsically amblguous.

Program records show that partlclpantsr houslng e:rpendltures vary

widely. However, for all except the largest households, the rnedian

expendlture has perslstently been hlgher than the scheduled standard

cost. Moreover, the gap thus deflned has lncreased as housing costs

have rlsen. In January L976, medLan gross rent of record for renters
exceeded standard costs by 17 to 27 percent, and the recorded values

are knorrn to be understated.

* In the case of homeowners, financlal comnl-tments, except for
expenditures on malntenance and lmprovements, are usually made before
enrollment.
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Slnce progrem partlcipants may choose to spend more than B* ln
order to obtaln better-than-standard houslng, lt does not follow that
the excess expendltures cited above reflect inflation. Data for the
program's first year (through June 1975) show that few partlcipants
experienced slgnlflcant increases ln contract rent for the same hous-

ing unlt; large lncreases hrere nearly all associated with changes of
resldence, usually from substandard to standard housing. There is
some evldence slnce June L975 of general increases ln contract rents.
Everyone has been affected by the rlslng costs of fuel and utlllty
servlces.

REI{TS PAID BY PROGRA},I PARTICIPANTS 1975 AND 1976

The loglc underlylng the standard cost of adequate houslng does

not lmp1y thet progpam participants should pay no more or no less than

that amount. But lf thelr actual houslng expenses lncreaslngly devlate
from the standard cost wlth the passage of tlme, the contlnued valldlty
of the standard must be questloned. Moreover, if devl-ations frorn the

standard are greater for some classes of cllents than for others, the

basic assumptions of the schedule must also be questloned. The resolu-
tlon of these questions is not necessarl-ly to revlse the schedule of
standard costs to conform to actual houslng expenditures, but to Justlfy
differences ln terlDs of program purposes.

Wlth these poinEs Ln mind, we compared the contract and gross

rents pald by program partlclpants who were livlng ln certtfied hous-

lng unlts as of June 1975 and January 1976. The ftrst date narks the

end of the programts flrst year of operations, with over 1r800 renter
households enrolled and 11226 recelving payments. This annlversary rras

the occaslon of Randrs flrst thorough analysls of HAO records. On the

second date, the most recent for whlch we could obtaln tabulatlons,
enrollment (net of termlnatlons) had lncreased Eo 2,100 renter house-

holds, of whlch 1,356 were recelving paJments. About 450 of the latter
are households that were not enrolled ln June 1975.

Regrettably, some of the compartsons we wlsh to make are rendered

amblguous by features of the IIAOts record system, These are explalned

below.
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Houslng Expendlture Records for Prograu Partlclpants
When a renter household enroll-s ln the allowance program, the

IIAO records its current contract rent and the dlvlslon between land-
lord and tenant of the responsibillty for fuel and utlllty blI1s.
The HAO then calculates the householdrs actual houslng expenses by

addlng to contract rent a standard allowance for each item that ls
bllled dlrectly to the tenant.* The sum is equivalent to the gross

rent referred to elsewhere In this note.
If the client subsequently moves, or lf the rental agreement ls

altered ln ways that affect elther contract rent or the responslblllty
for fuel and utlllty btlls, the client must report the pertlnent facts
to t.he HAO. At hls semlannual certiflcatlon, he is queried dlrectly
on these points, so the IlAOrs lnforrnatlon is belleved to be accurate

and reasonably current.
The clientrs only motlvatlon for mlsrepresenting houslng expenses

ls that lf hls lncome is very low, his actual expenses (calculated as

descrlbed above) could exceed the standard cost of adequate houslng

for hls slze of household. In such an event, the allowance payment

ls llmited to actual housing expenses. In June L975,95.6 percent of
all renters recelving payments received thelr full allorlance entitle-
menta.

A schedule of standard allowances hras constructed shortly before
the openlng of enrollment ln June L974, based on the fuel prlces and

utlllty service rates then ln effect. The schedule was used untl1
l{ay L975 to calculate expenses other than contract rent. It was then

updated to reflect interlm lncreases ln fuel and utlllty prlces, and

the new schedule remalned ln effect through January 1976.

Those who enrolled after 1 l"lay 1975 were credlted wlth actual
houslng expenses that reflected the new schedule of standard allow-
ances for fuel and utllity servi.ces. However, the records of those

prevlously enrolled were not imnedlately updated. For the few clients

*
The allowance for eaeh item is computed as descrlbed ln Sec. III,

above. Alternatlvely, the cllent may document his actual expenses for
fuel and utlllties; but thls rarely occurs.
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whose maxlmum entltlement exceeded the recorded value of actual houslng

exPenses, the update was madg at the next semiannual or special recertlf-
ication. Slnce payments to other clients would not be affected by the
update, the IIAO dectded to postpone lt ln each case until a scheduled

annual recertlfication rras processed. For a cllent enrolllng ln Aprll
L975, the annual recertlflcatlon would not nomally occur untll Aprl1 L976.

Consdquently, at any date between 1 May l-975 and the present,

actual houslng expenses as recorded ln the HAOis machine records sys-

tem are sometlres based on the orlglnal schedule of standard aIlow-
ances for fuel and utlllty services and sometl-mes on the updated

schedule. Since June 1975, nany annual recertificatlons have been

conducted, about 350 former cllents (renters) have dropped out of the

progrErm, and nearly 600 renter households have enrol-led and qualifl,ed

for payments. The result ls an l-ncreased proportl-on of cllent records

that refLect the new fuel and utillty schedules. As of January L976,

between half and three-fourths of all actlve records reflected the new

schedules ln thelr entrLes for actual housing expenses.

The upshot ls that only contract rents of record ln June 1975 and

January L976 are comparable over tLme. But contract rents are not com-

parable to the scheduled values of E*, nor even between housing unLts

for which the responsibllity for fuel and utll-lty bil1s may be differ-
ently allocated betrreen landlord and tenant. Actual houslng expenses

are comparable to scheduled values of ,R* and to the gross rents dls-
cuseed elsewhere ln thls note only when the standard allowances for
fuel and utllltles are reasonably current wlth actual prlces. We have

seen that those allowances were not current on either date; and ln
January L976, actual houslng expenses were not comparable between

cllents. As estimates of gross rents, the recorded expenses are blased

dorrnward, but not conslstently so.

Contract Rents of Record

Table 4.1 shows the contract rents of record for renters recelwlng

allowance payments in June 1975 and January L976. Although there were

only 131 more recipients on the latter date than on the former, turnover
au)ng those enrolled changed the roster of recipients by consLderably
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Table 4.1

UEDIAN CONTRACT RENI OF RECORD FOR PARTICIPAI{TS, BY SIZE
OF HOUSEHOLD: BROWN COUNTY HOUSING ALLOWANCE PROGRAM,

JT'NE 1975 AND JANUARY 1976

Median Contract Rent of Record

Percentage
Change

Number
of

Persons

1
2

3-4
5-6
7-8

9+

+1.0
+2.2
+2.7

+9.5

A11 cases +3.0

SOURCE: Tabulations by ITASE and HAO staffs of I{AO adminstrative records.
NOTE: Dlstributions of contract rent within household size-groups Lack

strong central tendencles, especially for the larger slzes. Median values
are correspondlngly unstable.

aRenter households currently enrolled in the program, ll-vlng in certl-
fied houslng, and currently authorized for payments.

A"Not appllcable.

more than the dlfference would indicate. For those receiving payments

ln both tronths, a change ln contract rent may lndicate either a rent
l-ncrease or a change of residence. Occasionally, a shift. in the re-
sponslblllty for fuel or utility bills is reflected in higher or
loner contract rent, but not necessarily ln total houslng costs.

The reader w111 notlce that even ln June L975, the medlan contract
rent was approxlmately equal to ,R't for one person and exceeded fi* for
two Persons by about 8 percent. For larger households, the nedlan con-
tract rent $ras well below fr*, tl-re gap lncreaslng wlth household size.
However, onry 24 renter households of seven or elght persons and 9

households of nlne or more persons \.rere then recelving paymenEs, and

the dlstrlbutlons ln each case had a wlde range and a weak central
tendency.

ds
a

Number: of Househol
Receivlng Payments

$ per Month
June
L975

January
1976

Standard
Houslng

Cost
(R* in $) June January

104
138
151
L52
L72
L28

363
305
444

79
24

9

445
332
46s
84
22

7

100
L25
155
170
190
220

103
135
L47
L52
157
128

131 1351,225 1,355 (b)
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Durlng the next seven months, uedlan contract rents lncreased

for every slze of household, but wlthout a clear pattern. The ln-
creaae for households of seven or eight persons fron $157 to $172

appears to be a fluke; for more heavlly populated categorJ-es, the rates
of l-ncreaee r€rnge from 1.0 to 2.7 percent, rrrlth an overall lncrease

for all cases of 3.0 percent.

Even lf these seven-month increases were due entlrely to rent
lnflatlone they would not be alarming; 3.0 percent for seven uonths

ls equlvalent to an annual l-ncrease of 5.2 percent. However, some

of the changes are due to turnover ln enrollment, whlch only amblg-

uously lmplles hlgher contract rents for the popul-atlon of ellgible
households. Other changes are due to moves by partlcipants from one

certlfled unLt to another, or to rent lncreaaes associated r,rlth hous-

lng lryrovements.

With more extenslve analysis of the data such as is reported be-

low for the perlod from June 1974 to June L975, these factors could be

sorted out. An lnterim Judgment, perhaps influenced by our findings
for the market as a whole (see Sec. II) ls that contract rents for
program partlclpants were lncreaslng at a rate of less Ehan 4 percent

anually, net of lncreased payments for better housing.

Gross Rents of Record

Table 4.2 shows the gross rents of record for the sane populatlons

of renter households that rdere covered in Table 4.1, and for the same

two dates. The funpedlnents to interpreting the entries in Table 4.1

are increased here by the amblguity of the HAOrs records of actual
houslng expenses other than contract rent. The entries for June 1975

are conslatent across cases, but the allowances for fuel and utIllty
servlces bllled to the tenant are based on prlces current a year

earlier. The entrles for January 1976 include sinllar allowances;

for some caaes, these all-owances are based on prlces current ln June

L974, and for other cases, on prices current ln May L975.

Consldering first the entries for June 1975, we note that the

nedlan gross rents of record exceed the standard cost of adequate

houslng for households of one through slx persons. The gap is
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TabLe 4.2

I'{EDTAN GROSS RENT OF RECORD FOR PARTICIPANTS, BY SIZE OF

HOUSEI{OLD: BROWN COUNTY HOUSING AILOWANCE PROGRAI'{,

JI.]NE 1975 AND JA}IUARY 1975

Medlan Gross Rent of Record

Number
of

Persons

1
2

3-4
5-5
7-8

9+

Percentage
Change

+9. 8
+5.0
+8. 3
+5. 8

+22.L
+1.6

A11 cases +5. 3

SOURCE: Tabulatlons by HASE and IIAO staffs of HAO admlnlstrative records.
NOTE: For households of fLve or more persons, dlstributlons by gross

rent lack strong central tendencies. Medlan values are correspondl-ngly
unstable.

dRenter households currently enrolled ln the program, llving in certi-
fled houslng, and currently authorized for pa)rments.

L"Contract rent plus standard allowances for fuel and ut111ty services
btlled to the tenant. In June 1975, vlrtually all standard allowances were
based on prlces current in June 1974. In January 1976, these allowances
had been lncreased for new enrollees and for some continulng clients to re-
flect prlces current in May L975. Consequently gross rents for the two
dates are only weakly conparable, and in neither case do they reflect cur-
rent prlces for fuel and utlllties.

"Not appllcable.

largest--20 percent-*for two*person households; the next largest gap

ls 12 Percent for one-peraon households. But for nine or more persons,
the medlan gross rent is only 84 percent of R*, and only two of these
large households pald more than $220.

our revlew ln sec. rrr of rising prices for fuel and utility ser-
vlces indlcates that the allowances for these ltems that were In effect
l.n June 1975 were obsolete, so that actual gross rents paid by program
partlclPents ldere probably about 5 percent greater than the gross rents

Number of Households
Recelvlng Paymentsa

$ per Month
June
t975

January
t976

Standard
Housing

Cost
(fr* ln $) June January

363
305
444

79
24

9

LLz
150
168
188
190
185

L23
159
t82
199
232
188

446
332
465
84
22

7

100
1-25
155
170
190
220

L,225 1,356 e( ) 151 159
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of record. Clearly, well over half of al-l program particlpants rrere

spendlng more than the standard cost of adequate housing scheduled

for then. Thls fact does not ln Itself funply that the standard cost
ls too low, slnce we also know that many partlclpants were occupyl-ng

larger r:nlts than those on whlch the E* schedule ls based.

The entrles for January 1976 lndlcate that sore comblnatlon of
increases in contract rent, changes of resldence, new enrollments,
and updatlng of fuel and utlllty allowances resulted in substantlally
hlgher gross rents of record. The overall increase ln the median was

only 5.3 percent, but lncreases for all slzes of household (except

the largest) were greater. In the hlgh frequency categorles, the in-
creases range from 8.3 to 9.8 percent. However, except for contract
rent changes, the indlcated lncreases do not reflect real events after
June 1975; they only reflect record updates that lncorporate earller
changee ln fuel and utlllty prlces.

For these reasons, we do not belleve that the last column of
Table 4.2 offets reliable guidance about the lncreases in B* that would

reatore the schedule to lts orlginal functlon of reflectlng the prlce
at whlch standard housing can be obtalned on the local market.

CO}ITRACT RENT INCREASES L974 To L975

Above, we coapered rent dlstrlbutlons for all those recelvlng pay-

menta ln June 1975 and ln January L976, with only amblguous conclu-

slone. A dtfferent approach to program records provides more lusight
tnto partlclpantsr experlences wlth rent increases. It is based on

a detalled analysls of records for the programrs flrst year of opera-

tlons, endlng ln June Lg75.

The analysls deale wlth 1r230 renter households who were living in
certlfled unlts ln June L975. They are dlvlded into two groups, those

who were stlll ln the housing unj-ts they oecupled at the tine they en-

roIled, and those who moved after enrollment. Each group is further
subdlvlded accordlng t,o whether the householdrs preenrollnent unlt passed

lts lnltlal evaluation or falled. For each household, we conpare the

contract rent paid in June 1975 wlth the preenrollment contract rent.
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Table 4.3 aumilartzee our ftndlnge. Among the nonmovers, nearly
80 percent were paylng no more ('ontract rent tn June 1975 Ehan when

they enrolled, desplte the fact Ehat the homes of 37 percent lnltlally
falled evaluatlon and had to be repalred before they could be certl--
fled. In fact, the lncidence of rent Lncrease was somewhat lower for
theee falled unlts than for those that passed their lnitlal evaluatlon

MoBt novers dld pay rrpre, especLally those who moved from an un-

certlfiable to a certLflable houslng tmlt. However, paying more rent
for better houslng does not lndicate prlce lnflatlon but, rather, a

hlgher standard of houslng consumptlon made posslble by the allosance.

Table 4.3

DTSTRIBUTION OF FIRST-YEAR CIIANGES IN CONTRACT RENT FOR NON},IOVERS

AND }IOVERS, BY RESULTS OF INITIAI, HOUSING EVALUATION:
BROLIN COIJNTY HOUSING AI,LOWANCE PROGRAT'I

Change ln
Concract Rent,
Enrollment to

Year's End

ToEal in
Certified
Units at.

Year's End

Dec reas e 3.5

No change 69.5

Increase from
zeroa 1.9

Other lncreasc 2s.L

All. C;rses 100. 0

Numbcr of cast:s 1,230

SOURCF;: Tabrrlations by H.\SE staff of HAO records for Site I, 19 June 1974 through
20 Jrrne l9 7 5.

NOTE: Data base consists of 1,230 renEer households livlng in certifled unlcs at the
end of the program's flrsr year, out of 1,691 then enrol1ed.

aAt the tlrne of enrollmenE, these hotrseirolds were llving rent free ln housing unirs
owned by someone not a member of che horrsehold.

Dlstributlons of Nonmovers (Z) Distributlons of Movers (Z)

Flrst EvaluaEion of
PreenrolLnenc UnlE

First Evaluatlon of
Preenrollment Unit

Pass Fail
A11

Nonmovers Pass Fa11
A11

t'lovers

11.8

63. 9

100.0

t2.5

11.8

2.5

7 4.9

.4

22.2

100.0

.8

t6.2

r00.0

2.O

81. 0

.6

20.0

100.0

2.3

77.2

16. 1

48.4

100.0

25.8

9.7

8.8

t2.4

r0. 6

68. 1

100.0

685 401 1 ,086 3I 113 t44
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The few who moved from one certiflable unlt to another usually pald

more for the new unit, but a fourth of them actually paid less.*
Table 4.3 also segregates a small but lnterestl-ng group, 23 house-

holds who were living rent-free at the time of enrol-Iment but who later
elther began to pay rent on their same unlt (6 cases) or moved to an-

other where they paid rent (17 cases). In these cases, the allowance

apparently reduced dependency on famili-es or frlends who owned the
preenrollment houslng unlts--two-thlrds of which failed their lnltlal
evaluations.

Table 4.4 reports ln more detatl on the rent increases, excludlng
the lncreases from zero Just dlscussed. Altogether, there were 309

cases of rent lncreases, of whlch 92 vere assoclated with moves. For

nonmovers, the medlan lncrease was about 9 percent; for movers, about

38 percent. The smallest increases were for nonmovers whose preenroll-
ment houslng passed lts initlal evaluatlon; only about a ftfth of them

reported lncreases ln contract rent, and anong this group, the medlan

lncrease was 8 percent.

It should be noted that the interval between each participantrs
report of hls preenrollment rent and June 1975 varles wlth the date of
enrollment. Many of _those participatlng at the end of the program's

flrst year had been enrolled only a few months earlier. Consequentl-y,

although the medlan increase l-n contract rent for nonmovers ls zero,

thls carurot be read as an annual a"a".**
The clearest conclusion from these data ls that landlords have

only rarely ralsed rents upon learnlng that thelr tenants are enrolled
ln the allowance program. We judge that prqgram particlpants are ex-

perlenclng no more than general market pressures for rent lncreases,

*
Changes ln contract rent for movers may reflect different dlvl-

slons of responslbillty for fuel and utll-ity bills rather than differ-
ences ln total houslng expenses.

** In prlnclple, the methods used in Sec. II to estinate average
annual rates of lncrease ln contract rent from survey data could be
applled here for the same purpose. However, because of the shorter
ttme spans and the predomlnance of zero lncreases, the resulting
annuallzed estLmates would be of questlonable signlficance.



Table 4.4

DISTRIBTITION OF FIRST-YEAR INCRNASES IN CONTRACT RENT FOR NONMOVERS

AI.ID I'IOVERS, BY RESULTS OF INITIAL HOUSING EVALUATION:
BROLN COUNTY HOUSIIiG ALLOWANCE PROGRA\I

Percentage
Increase 1n

ConEract Rent

l-4
5-9

10-14
L5-24
25-49
50-7 4
7 5-99

All increases

Median increase (/")
Nurnber of cases

Total
wtth Rent
Increases

19.1
23.6
10. 7

12.9
20.4
9.1
4.2

100.0

9.7
309

I

o.
\o
I

SOURCE: Tabulations by HASE staff of IIAO records for Site I through 20 June L975.
NOTE: Data base consists of 309 renter households living in cerlifled trniEs at the end of the

program's first year wtrose corrtract rents at thaE time were greater than at the tlme of enrollment. but
excluding 23 households who were llving rent, free at the time of enrollment. See Table 4.3'for
an account. of households whose rents did not increase beEween enrollment and Ehe end of the perlod.

Distributions of Nonmovers (Z) DistrlbuEions of }lovers (7")

Firsc Evaluation of
PreenrollmenE UniE

First Evaltraclon of
PreenrollmenE UniE

Pass Fai I

A11 Nonr:,overs
rsi ttr Rent
Incre.rses Pass Fatl

Al1 Movers
wi th Rent.
lncrea ses

30.
32.
10.
L2.
10.

0

9

5

5

5

7

6

0
2,

100.

9

26
20
t3
20

7

3

2

I
0
8

0
7

1

0100.

24.0
30. 9
13. 4
L2.9
13. 4
2.8
2.8

100.0

6.
13.

6.
6.

40.
20.
6.

7

3

7

7

0
0
7

0100

7.8
5.2
3.9

L4.3
36.4
24.7
7.8

100. 0

7.6
6.s
4.4

13. 0
37 .0
23.9
7.6

100.0

8.0
L52

L3,7
65

9.2
2r7

3s.4
15

37 ,9
77

37 .5
92
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and posslbly less. We can thlnk of no lnterpretatlon of these data

that would suggest that the allowance prograu has sl-gnlflcantly af-
fected the pace of rent lnflation in Brown County.

HOMEOWNER HOUSING EXPENSE 1975 AND 1976

In the precedlng pages, we have compared the houslng expenses of
renters partlclpatlng ln the allowance program wlth the standard costs

on which thelr allowance entltlemenEs are based. The same standard

costs are used ln determlning beneflts to homeor^mers, who constltute
about 40 percent of all enrolled households and 45 percent of those

actually recelvlng benefits. However, homeowners differ from renters
ln that not all of their houslng expenses are reflected in expllclt
payments to others. The amounts recorded by the HAO (pursuant to
program regulatlons) badly ml-sstate the true costs of homeownership,

so comparlng them to the standard costs of adequate houslng ls not
very lnformatlve.*

To determlne whether the "actual houstng expenses" of a homeoliner

are less than his maxlmum allowance entltlement, the HAO records the

preceding yearts interest payments on any mortgages for whlch the home

ls collateral, and the most recent annual b111 for real estate taxes

and speclal assessments on the property. The IIAO then adds an allow-
ance for property lnsurance that ls based on the market value of the

home and current insurance rates for fu1l coverage; and an allowance

of $120 annually for malntenance and repairs. These annual auorrnts

are all converted to a monthl-y basls. Finally, monthly allowances for
fuel and utlllty servlces--calculated as e:<plalned in Sec. III--are
added lnto the total, whlch ls designated as "actual housing expense."

Clearly, a maJor determinant of these actual housi-ng expenses is
whether or not there is a mortgage outstandlng on the property, and

how near lt ls to maturlty. Most mortgages have level payment plans

deslgned so that as the outstandlng balance of the loan declines,

*
For a full dlscusslon of this lssue, see Ira S. Lowry, Equity

and. Houstng Objeetiues in Homeouney, Assistanee, Tlne Rand Corporatlon,
tlN-8715-HUD, June L974.
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tronthly lnterest paynents decrease and principal payments lncrease.
When the mortgage has been fully amortlzed, l-nterest paynents natur-
ally cease. A program partlcipant whose home 1s mortgaged can there-
fore expect hls actual houslng expense as calculated by the HAO to
decrease over the years unless he remortgages hls equlty from time to
tlme. A homeowner wlth no mortgage debt l-s recorded by the HAO as

havlng lower houslng expense than one whose property ls uortgaged, even

though the two properties may be ldentical in value.
The calculated actual houslng expense does not measure the home-

orrnerrs cash flow, slnce lt excludes pa)rments on mortgage prLncipal.
Nor does lt measure true costs, slnce the full cost of capltal embodled

ln the home is captured only in the case of a mortgage whose outstanding
balance ls equal to the market value of the home, and since there is no

alLowance for either depreciatlon or appreciatlon of the property.
Slnce actual housLng expenses affect allowance pa)rments only if

they are less than the maximum entitlement based on income, household

slze, and R*, the calculatlon has only a llmlted practical signLflcance:
In June L975, only 9.3 percent of all homeowners receLvlng pa)rments

were gettlng less than their maxlmum entitlements. But the recorded

amount of act,ual houslng expense ls only weakly comparable to the sEand-

ard cost of adequate houslng.*
Nonetheless, the reader may be Lnterested ln the comparlson, re-

ported in Table 4.5 for June 1975 and January 1976. As night be ex-
pected, homeowner housing expenses of record on both dates tend to be

less than grosa rents of record for households of comparable sizes
(Table 4.2). In June 1975, the median values for homeowners ranged frou
56 to 89 percent of the medl-ans for renters.

The medlan values of homeor^mer expenses for both dates were also
generally below corresponding values of F*, but were hlgher ln January

than ln the precedlng June. The lnterlm increases reflect clLent turn-
over, occaslonal changes of resldence, and occaslonal refl-nanclng of

*
The IIAO records the assessed value of each property and the anount

of the outstandlng balances of mortgage loans. In prl-nciple, homeowner
equiEy and true capital costs could be estfunated from admlnlstratlve re-
cords, buE assessed values are not very precise guldes to market values.
We expect at a later date to attempt such estlmates.



-72-

Tab le 4. 5

I{EDIAN HOMEOWNER HOUSING EXPENSES FOR PARTICIPANTS, BY SIZE OF
HOUSEHOLD: BROWN COTJNTY HOUSING ALLOWANCE PROGRAM,

JUNE 1975 AND JANUARY 1975

Medlan Houslng Expenses of

Number
of

Persons

1

2

3-4
5-5
7-8
9+

Percentage
Change

+11.
+10.
+8
+9
+4
+18

2

7

0
5

7

4

A11 cases + 4.9

SOURCE: Tabulatlons by }IASE and HAO staffs of HAO adminlstratlve records.
NOTE: For households of three to slx and nine or more persons, distrlbutions

by houslng expenees lack strong central tendencles. Median values are corre-
spondlngly unstable.

oHor"own.r households currently enrolled ln the program, Ilvlng in certifled
housing, and currently authorlzed for payments.

h
"Mortgage lnterest payments, real estate taxes, and standard allowances for

lnsurance, malnrenance and repalrs, zrnd fuel and utllity servLces. In June 1975,
vtrtually all standard aLlowances were based on prlces current ln June 1974. In
January 1976, these allowances had bec:n lncreased for new enrollees and for some
contlnuing cllents to reflect prlces ('urrent tn May 1975. Consequently, expenses
for the two dates are only weakly comparable, and ln nelther case do they reflect
current prlces for fuel and utll1tles.

Note aleo that these expenses exclude payments of mortgaEae prlnclpal, an out-
of-pocket expense; and make no allow:u.rces for either depreclaclon or the oppor-
tunlty cost of the homeowner's equlty, both true costs of homeownershlp.

eNot appllcable.

*
mortg,ages. But mostly they reflect record updates, ln whch fuel and

ut1llty allowances were lncreased to reflect prlces current In May L975.

For the reasons glven above, we do not thlnk that the comparlsons

ln Table 4.5 between homeowner houslng expenses and the current schedule

of the standard cost of adequate houslng cast any llght on the questlon
whether that schedul-e should be revlsed to reflect housing cost increases

slnce L973.

*
Most mortgages ln Brom County are wrltten wlth varl-able interest

rates, subJect to change at the dtscretion of the lender to reflect
current market conditlons.

Number of Households
Recelvlng Paymentsa

$ per Month
June
L97 5

January
t976

Standard
Houslng

Co st
(F* Ln $) June January

312
206
25L
L28

57
29

359
242
229
116

46
27

100
125
r55
L70
r90
220

80
84

r49
158
148
136

89
93

161
L73
155
161

983 1,019 (,.( ) LO2 107
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V. CONCLUSIONS AND RECOMMENDATIONS

The houslng allowance program was deslgned to enable low-income

fanllles to afford decent, safe, and sanlEary houslng wlthout spending

more than a fourth of their nonallowance incomes for shelter and re-
lated reeldential services. In March L974, before enrollment l-n the

proSram began, HUD approved a schedule of the standard cost of adequate

houelng for Brown County that fixed allowance entltlements there for
houeeholds of dlfferent slzes and lncomes. It was based on a housing

market survey conducted by IIASE ln the fal1 of L973, and reflected
prlces that were current then.

The study reported ln thls note was prompted by evldence that ln-
flatlon ln the cost of housing servlces had nade that schedule obsolete,

so that program beneflts no longer were adequate to serve progrErm pur-
poses. The study also provlded an occaslon to review certain trouble-
some features of the orlginal- schedule that are separate from the lssue

of subsequent prlce lnflatton.
In thLs sectlon, we sunnarize the conclusions of our study and

reconmend speclflc changes ln the schedule of the standard cost of ade-

quate houeing. Flrst, we deal wlth the questlon of inflatlon and the

schedule changes needed to compensate for lts effects. Then we conslder

other features of the schedule that have proven to be progrannatically
awkward, and recomend addltlonal changes that we judge would serve pro-
gran purposes. By thus separatlng our reconrmendatlons, we hope to make

lt easLer for HUD t,o deal wlth each lssue on its merits.

INFLATION IN RENTAL HOUSING COSTS, L973-L976

Our analysts of lnflatl-on in housing costs addresses two questlons,

both lmportant ln decidlng on appropriate revlsions to the schedule of
the standard cost of adequate houslng:

By how much have housing costs rlsen since the original
schedule was designed?

I
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To what extent ls the allowance program Ltse1f responslble
for lnflatlon ln houslng costs?

Although the housing allowance program serves both renters and home-

owners, lt is easler to measure housing costs for renters than for
homeowners, because nearly all a renterrs costs are reflected ln ex-
pllcit payments to others. Furthermore, there are many reasons for
supposlng that lf the allowance program were to dlsturb prices ln the

local housi-ng market, the effects would be greater ln the rental than

ln the ownershlp market. For both these reasons, we focused on rental
houslng to ansrrer the questions posed above, drawing on three sources

of data.
Flrst, we analyzed. data from the fleld surveys of renter house-

holds Ln Brown County, whlch are conducted perlodlcally as part of the
Supply Experlment. We compared contract renEs and tenant paytrents for
fuel and uttllty services that were reported for speclflc houslng unlts
l-n successlve eurveys. Because the houslng units that were surveyed

were a probablllty sample of all rental unj.ts ln the county, we are able

to generallze from them to the market as a whole and to specific sectors
of lt. However, the data cover only the perlod from September 1973

through February 1975.

Second, rre obtalned rate schedules fron publlc utilitles, local
governments, and retallers of fuel o11. These enabled us to calculate
the changes ln fuel prices and utlltty servlce charges that occurred

between September 1973 and January L976. We used these data to estl-
Eate changes ln the costs of fuel and utlllty servlces constimed by

typlcal renter households in Brown County, whether they were bllled to
the landlord or to the tenant.

Flnally, we revlewed the admlnlstrative records of the allowance

program, comparlng the rents pald by speclfic partlclpants before they

enrolled ln the program to the rents they paid ln June L975, at the end

of the progrants flrst year; and comparlng the dlstributlons of partlcl-
pants by rent pald tn June 1975 and in January 1976.

AlEhough the three sources of data deal wlth dlfferent aspects of
the lnflatlon lesue and cover dlfferent spans of tLme, we find that
they tell a conalstent story. Our maln concluslons are the followlng:

2
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Between September 1973 and February L975, contract rents
ln Brown County lncreased at an average annual rate of
about 4 percent. Gross rents, which lnclude fuel and

utlllty servlces bllIed to tenants, lncreased at an aver-

age annual rate of about 6 percent.

There were marked dlfferences 1n infl-atlon rates for dif-
ferent sectors of the rental market. Rates were higher
for slngl-e-fanlly homes than for apartments; hlgher for
large unlts than for small ones; and hlgher for low-rent
unlts than for hlgh-rent units. For example, gross rents
for low-rent slngle-family homes increased by 8.6 percent

annually, whlle groas rents for hlgh-rent apartments ln
large buildlngs lncreased by only 3.2 percent annually.

Less comprehensive evidence for the perlod after February

1975 lndlcates that the pace and pattern of lnflatLon
descrlbed above was characteristlc of the entlre 3O-month

perlod, September 1973 through January L976.

A11 or nearly all the increase ln rental housing costs

durlng these 30 months was due to hlgher prlces for do-

mestic fuels and utility services. A composite lndex of
the cost of these ltems, reflecting the amorrnts of each

that are consumed by a typlcal household, lncreased by

nearly 63 percent, equivalent to 21.5 percent annually"

The dlfference in rates of Lncrease for contract and

gross rents and the differences in rates of increase for
dlfferent sectors of the mnrket are all conslstent wlth
the ettrlbutlon of the increases to hlgher fuel and

utlltty prices. Although we dld not attempt to nodel

the Lnteractlons of houslng supply and demand conditlons
that mlght also have lnfluenced prices, we found no evl-
dence of rent l-ncreases that would slgnlflcantly ral-se

landlordsr proflts.
Renters partlclpatlng in the houslng allowan"L progra,
after June 1974 have of course been affected by rlslng
fuel and utlllty prlces; but thel-r contract rents have

5

6
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been remarkably stable. There ls no evldence to support

the hypothesls that landlords tend to ralse rents for
program particlpants more than they would for nonparticl-
pants, even though many of the unlts occupled by particl-
pants requlred minor repalrs or lmprovements to brlng
them up to program standards. If anything, progrem

particlpants have been less affected by inflatlon than

has the market as a whole.

The effectlve demand for rental houslng created by ear-
marked allowance paytnent.s has so far had no discernlble
effect on the structure or level of contract rents ln
Brown County. The lnflatlon that has occurred is clearly
attrlbutable to natlonal and lnternatlonal events, prl-
narIly to the worldwlde upheaval ln petroleum marketing

practlces.

RECOMMENDATIONS FOR COMPENSATING CHANGES IN R*

We thlnk the evldence ls clear that houslng costs ln Brown County

have rlsen enough over the past 30 months to requlre coupensating ln-
creases ln the schedule of the standard cost of adequate housing.

Otherwise, program partlclpants w111 flnd lt lncreaslngly dtfflcult to
afford houslng that meets program standards, and some households who

need asslatance w111 be denled lt because the now-obsolete schedule

of .R* also deflnes the income limlts for e1Lglbi1lty.
Table 5.1 presents our recommendatlons for a new schedule, whl-ch

could be effectlve as early as Aprll Lg76 !f. HIID acts pronptly. These

recouuendatlone assume that the origlnal schedule approved by HUD ln
March 1974 ls satlsfactory ln every respect except for the obsolescence

of the underlying housing cost lnformation; which was gathered ln the

fall of L973.

Drawlng on the analysis presented in Sec. II, we have calculated
the adJustments to the schedule iuplled by the rates of lncrease in

*
The recommendations and an abstract of the supporting evldence

rrere transmitted Eo HUD by lett.er on 26 February.

7
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1'ab1e 5.1

RECOMI-{ENDED CHANGES IN THE S'IANDARD COST OF ADEQUATE HOUSING
TO COMPENSATE FOR BACK(;ROLJND TNFLATION, L973-1976t

BROI,IN COT'NTY HOUSING ALLOWANCE PROGRAM

HAO
0ccupancy Standard

Proposed
Monthly
Increase

Number of
Persons Percent

I
2

3-4
5-5
7-8
9+

15
t2
L2
t4
15
11

0
0
9
7
a

4

SOURCE: Occupancy standards and current schedule ftom HA) Handbook for Brown County;
adjustnents for lnflatlon estimated by IIASE staff from data reported 1n Tables 2.10 and
3. 10.

NOTE: The new schedule proposed here is deslgned only to compensaEe for 1nflatlon l-n
houslng cosEs between September 1973 and January 1976. See Table 5.5, be1ow, for recom-
mendat.lons that also entall other schedule realignmenEs. Proposed monthly amounts are
rounded to the nearest flve do1Iars, which affecEs percentage chanEles erratlcally.

gross rents that occurred between September 1973 and February L975,

assumlng the same rates of lncrease perslsted through January 1976.

These rates are speclflc to houslng unlt size and 1973 gross rent
level as Lndlcated ln the table. The range of values shown for each

case reflects the sllghtly dlfferent results of alternatlve analytical
approache6.

Drawlng on the analysls presented ln Sec. III, we have lndepend-

ently calculated the adjustments Ehat would be needed to compensate

for the lncreases ln fuel and utllIty prl-ces that occurred between

Septenber 1973 and January L976, assr-rmlng no change ln the consurytlon
of these items.

As would be expected from our conclusion that rent lnflatlon dur-
lng thls perlod was almost entlrely attributable to rising prlces for
fuel and ut111ty servlces, these alternatlve adjustments yield very

nearly the same results. Our proposed new schedule reflects some

judgmental welghtlng of these results, and a pol-icy of roundlng to the

nearest flve do1lars.

Standard Cost of Adequate Housing ($ per MonEh)

Adjusted for 30-month
Inflation ln

Number of
Rooms

Current.
Schedule

(1973 Base)
Cross
RenEs

Fuel and
uriliry cosrs

Proposed
NeL,

Schedule Amount ($)

t-2
1-3

4

5
6
6

109-11 3

141
t72-t79
193-201
217-218
240-247

115
L42
176
196
221
254

115
140
175
195
220
245

15
15
20
25
30
25

100
t25
155
170
190
220
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The scope for Judguent ls narrow. For one-person households, we

chose the upper end of the range lmplied by the evl-dence; and for
households of nlne or more persons, we sllghted the high estlrnate of
lnflatlon ln fuel and utillty costs ln favor of the lower estlmates

of lnflatlon ln gross rents. Otherwlse, the proposed schedule ls
squarely backed by conslstent evldence from two independent sources.

The proposed new schedule exceeds the current schedule by amounts

ranglng frour $15 to $30, the larger anounts pertalning to the larger
houeeholds. In percentage terms, the lncreases range from 11.4 to
15.8 percent; but uuch of the varlatlon ls due sinply to the pollcy of
ror:ndlng the increases to even five-dollar amounts. The judgments

noted in the preceding paragraph do result in an exceptlonally large
percentage lncrease for one-person households and an exceptlonally
small percentage lncrease for households of nlne or more persons.

Otherwise., percentages tend to lncrease wlth household size.
Although Ehe evldence on which the proposed adjustments are based

relates most dlrectly to rental housing, we thlnk it applles wlth few

quallflcatlons to owner-occupled homes as well. This is because of
the strong lndlcatlons that housing cost lncreases durlng thls perlod

were due to rlslng prlces of fuel and utlllty servlces. For renters,
the htgher prlces are reflected partly ln hlgher contract rents, partly
ln larger bllls for those ltems pald dlrectly by tenants; but all are

subsumed ln gross rent increases. Houeowners face the same prlce
changes but pay all the blIIs directly.

The maln dlfference in their sltuatlons is that virtually all
homeorrners ln Brown County lLve in slngle-farully houses that requlre
more fuel and other services than do renter-occupied apartments; con-

sequently, a given lncrease in fuel prlces affects average homeowner

houslng costs more than average renter housing costs. But in allowl-ng

more space for larger famllles, HAO occupancy standards effectlvely
lndlcaEe the types of asslsted households for which slngle-famlIy homes

are deemed approprlate; and the schedules of standard costs, both

current and proposed, reflect the larger appetltes for fuel of the

larger unlts. I'Ie have some reservatlons about Ehe occupancy standards
(to be dLscussed later ln thls sectlon). But gLven those standards, we
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have no hesLtatLon ln recomendlng that the proposed adjustments to the

schedule of standard coats be applled indlfferently to renters and

horeowners.

EFtrECTS OF THE RECOMI'{EI{DED CHANGES

The proposed adJustments to F* only compensate for past inflatlon.
Although there are many reasons to expect that housl-ng cosEs ln Browrr

County wlll contLnue to rlse, we do not thlnk that Lt would be wlse to
antlclpate future lncreases in the standard cost of adequate housing

by overadjustlng the current scheduLe. We do not thlnk that such an

action would be properly understood either by program participants or
by the cmrunlty ln generaL. Wtren the tlme came for another revlew of
the schedule, the popular assumption would be that all inflation that
had occurred slnce the last revj-slon should be compensated. We prefer
the rlsk of underpaylng partlclpants to the rlsk of overinflatlng thelr
expectatlons.

One argument for conservatlsm ln adJustlng the beneflt schedule ls
the posslblllty that hlgher allowances w111 encourage further lnflatlon
in houslng costs. l,Ie cannot deny thls possiblllty out of hand, but the

evldence to date shows no lndlcations that allorrance pali'ments have per-
ceptlbly influenced the market prlce of houslng ln Brorm County either
for program partlclpants or for others.

It is easy to see why the program has so far had a negllgible
effect on the market. In January L976, the IIAO made payments to 21375

households, and an additional 341 enrollees were in the process of
flndlng certlflable houslng. Includlng the latter, households actlvely
ln the program anounted to about 5 percent of all households i-n the
county. The 1,356 renters recelv!-ng palirents and the 250 for whom pay-

ment authorizations were pending amounted to about 12 percent of all
renter households ln the counEy; the 1,019 homeowners recelvlng payments

and the 91 for whom payment authorizatlons were pending amounted to

about 3.5 percent of all homeowners. Nearly a1-1 participants were still
ln the houslng units they had occupied when they enrolled, although
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many of these unlts had been repalred or lmproved to meet program
*

standards.

Focuslng on renters, rle note that the allowance payments they

recelved ln January L976 totaled $81,000, averaglng $60 per household

recel-vlng payments. From 1973 data on landlord revenues, we estimat,e

that the monthly lncome from rental housing ln January L976 was about

$1.5 milllon. Even lf the entlre amount of the allowance payments

was a net addltl-on to houslng expendltures, lt would have lncreased

then by less than 6 percent. The actual lncrease ln the housing ex-
pendiEures of program particlpants ls clearly much less than $81,000

per month, inasmuch ae so few have moved to more errpensive houslng

after enrolllng.
Allowance payments Eo homeowners in January L976 totaled about

$54r000, averaglng less than $53 per household recelving payments.

Although the allowances helped these homeowners to meet thelr xnortgage

pa)mente, tax bllls, and nonthly operating costs, they obvlously would

have no effect on home prlces. 0n1y a handful of former renters have

purchased homes after enrolling the program.

Even though current allowance payments have created no slgnlflcant
lnflatl-onary pressure ln the Brown County houslng market, the proposed

increases may conceivably have some such effect. We thlnk the risk 1s

small, especlally glven the evldence that the forces behlnd the current
lnflatlon are not excess local houslng demand, but worldwlde increases

in fuel prices.
Nonetheless, the reader should understand that the proposed ln-

creeaes w111 be large relative to current payments, even though Ehey

are small relative to the standard cost of adequate housing. Table 5.2

presents the pertlnent computatlons. If the proposed new schedule of
F* had been in effect ln January L976, the amount dl-sbursed then in
allowance payments would have increased from $135r000 to $L77,000, or

by 30 percent. Thls happens because, under the allowance entltlement

*
See Sec. IV,

only wlth renters,
ffContract. Rent Increases, L974 to I975.'r It deals
but homeowner moves are even less connon.
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Table 5. 2

INCREASE IN MONTHLY ALLOWANCE PAYMENTS IF F'I WERE INCREASED

To COMPENSATE FoR BACKGRoIJND IIIFLATION: BR0!IN COITNTY

HOUSING ALLOWANCE PROGRAH, JANUARY 1976

Number
of

Persons

Total Increase
in Monthly

Payments (S)

I
2

3-4
5-6
7-8
9+

t2

A11 cases 42,490

SOURCE: Calculated by I{ASE staff from data in Tables 4.2,4.5, and 5'1'
NOTE: Total monthly lncreases in payment Eo program partlciPants are based on the num-

bers of households recelvlng payments in January 1976. They do not take into account ex-
pected growth ln program enrollment.

dNot appllcable.

formula, an lncrease in F* is matched exactly by an increase in allow-
ance entltlement for each partlclpatlng household.*

The proposed changes ln B* also lncrease the lncome limlt for par-
tLclpatlon In the prograu by an anount four tlmes as large as the ln-
crease ln R*. The consequences are showrl ln Table 5.3. Income llnlts
rlse by amounts ranglng fron $720 for households of one or two persons

to $1,440 for households of seven or elght persons.

The signlflcance of a hlgher lncome llnlt is that more households

become eltglble for asslstance. Under the current lncome llmits, we

estlmate that ln 1974 about 8,000 households ln Brown County were ellgi-
ble to partlcipate ln the program. Uslng the same data baser** ro,rgh

calculatlons lndlcate thaL about 2,000 households then lnellgible rrould

becone ellglble under the new schedule. Of course, incomes as well €rs

houslng expenses have lncreased slnce L974, so the correct flgure for
1976 ls probably less than 2,000.

*
See Sec. I, "The Houslng Allowance Benefit Formular'r for the

relevant algebra.
**

The basellne survey of households, ln whJ-ch 1973 incomes are
reported. We applled progrem rules to calculate adjusted gross ln-
come for each respondent.

8

13
5
2

060
510
880
000
040
900

PaymenEs to HomeovrnersPayments to RenEers

Number
of Cases

Total MonEhly
Increases ($)

Proposed
Monthly

Increase ($)
Number

of Cases
Total Monthly
Increases ($)

1,019

3s9
242
229
115

46
29

5,385
3,630
4 ,580
2,900
1,380

725

18,5oo

15
15
20
25
30
25

(a) 1,356

446
332
465

8lt
22

7

660
175

23,89O

6

4
9
2

300
100

675
980
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Tab [e 5. 3

INCREASE IN INCOME LIMITS FOR PARTICIPANTS IF F*
WERE INCREASED TO COMPENSATE FOR BACKGROT]ND

INFLATION: BROI,IN COI]NTY HOUSING AILOWANCE
PROGRA}I, JANUARY 1976

Number
of

Persons

1

2

3-4
5-6
7-8
9+

720
720
960

,200
,440
,200

IncSease
in Yo Due
to fncrease

1n Ra ($ per Year)

1

1

1

SOURCE: CalculaEed by IIASE staff. *
NOTE: F* ls the standard cost of adequaEe housing; -Y^

gross lncome at whlch alloerance entlElement drops to zert
in the program rs (rj - $450).

is the amount of adjusted
The 1lnlt for enrollment

Because the newly eliglble households rirlth lncomes close to the

upper llmlt would be entitled only to sual1 allowances, we would not

expect Eany of them to enroLl; nor would they add much to program

costs if they dld enroll. A more lIkely source of new enrollments ls
households that are now eltglble but whose allowance entitlement under

the current schedule was too small to Eotlvate particlpatlon ln the

prograD.

For example, an elderly couple whose adJusted annual gross income

ts $51500 coul-d currently enroll but would be entltled to a nonthly
allowance of only $10.42. Accordlng to the Brown County HAO, many

appllcants Ln such borderllne circumstances decline to partlclpate
when they learn how small their benefits w111 be. Under the proposed

new schedule, these benefiEs would lncrease to $25.42 nonthly, enough

to change the ninds of some ellglbles who have prevlously fatled to
apply or who decllned to particlpate.

Flnally, there are aborrt 500 households whose enrollments were

terrnLnated followlng semlannual or annual recertlflcations that dLs-

cloaed lncomes above the limlts for continued partlcipatlon. Many of
these would once agaln be ellglble for assistance under the proposed

CurrenE Program
SEandards

Proposed Program
Standards

R'+

($ per MonEh) ($ per Year

,+

v
a

R*

($ per Month) ($ per Year)

Y
a

100
t25
155
170
190
220

4,900
6,000
7 ,440
8,150
9,720

10,560

115
140
1,7 5

195
220
245

520
720
400
350
560
760

5

6
I
9

10
11
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ne!, schedule, and the IIAO would notlfy them of thelr opportunlty to
reenroll. In principle, thls group ls a subset of the estlmated 21000

newly eltglble households; because of thelr prior experlence wlth the
program, they may respond dlfferently to the new schedule of beneflts
than thoee who have not prevlously partlcipated.

Reenrollments and new enrollments would not occur all at once

following the promulgatlon of the proposed new schedule, and its
eventual yield ln terms of program particlpatlon is necessarlly specu-

latlve. We judge that adoptlng the new schedul-e would result ln 600

to 1r000 addltional enrollments withln the following year, increaslng
monthly dlsbureements at the end of that rlme by $15,000 to $25,000.

In surmnary, the lrrmedlate effect of adjusting the schedule of
the standard cost of adequate houslng to compensate for lnflatlon
after that schedule was fixed w111 be to lncrease beneflts to house-

holds already enro1led, enabling then to afford housing that meets

HAO standards wlthout spendlng more than a fourth of their nonallow-
ance lncomes. This result would be achieved at the cost of an lncrease

of $42,000 ln nonEhly dlsbursements by the Brown Cormty Houslng Allow-
ance Offlce.

The effect over the longer run would be to lncrease enrollment
beyond what should be expected under the current schedule. The ln-
crease could be as EEny as 1,000 households, and their allowances

would add about $25r000 to current nonthly dlsbursements.

Uslng current flgures as a base, these projections inply up to
a 37-percent lncrease ln the number of households actlve Ln the program

(from 2,716 to 31716) over the course of a year; and an inmedlate in-
crease of 30 percent in monthly dlsbursements (fron $135,000 to $177,000)

by the t[AO, cllmblng to 50 percent over the course of a year (to
$202,000). Of course, even lf the proposed schedule changes are not
adopted, we expect some lncreased enrollment from those already ellg-
lble, but we judge that the program ln Brown County is approachlng a

steady state under the current schedule of beneflts.

STRUCIURAL PROBLE{S WITH THE CURRENT SCHEDULE OF fi*
In Sec. I, we noted that when the current schedule was deslgned,
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there were concerns about lts approprlateness for very small and very
large households. The concerns about snall households related to the

occupancy standard; the concerns about large households related both

to the occupancy standard and to the estlmated standard cost of large
unlts.

Program experlence lndlcates that these concerns were justlfied.
We think that the schedule of standard costs should not only be ad-

Justed for lnflatlon as recormended above, lt should also be reallgned

to increase benefl-ts for households of one and two persons by more than

lnflatlon alone would justlfy; and to increase benefits for households

of seven or more peraons by less than lnflatlon alone would justify.

Occupancy Standards for Small Households

Under current IIAO occupancy standards, adequat,e houslng for a

slngle person enrolled in the program consists of a single room, wlth
acceas to shared bathroom faclllties in the same bullding; and reason-

able access to shared kl-tchen facllltles or to a publlc dlnlng room

or restaurant. The same arrangements fulfill HAO standards for a two-

person household. In the marketplace, these arrangenFnts are to be

found ln roomlng houses and lodgings ln prlvate homes.

If a household of one or two persons does occupy a separate hous-

lng unlt, Ehat unlt must have a prlvate bath and couplete kl-tchen

facilltles. The layouts of small houslng unlts vary, but either two

or three habltable rooms are usually needed to meet these requirements:

a conblned bedroon and llvlng room plus a kitchen; a bedroom plus a

codlned llving room and kltchen; or three separate rooms. (fne bath-

room does not count as a habltable room. )

The standard cost of adequate houslng for one person that was

adopred ln March L974 Ls $100. our analysis of the loca1 houslng

market lndlcated that this amount was then more than adequate to pay

for a rented room, and enough to pay for a two-room efflcl-ency apart-
ment that met program standards. Adoptlng this flgure slgnified that
the allowance program did noE intend to support occupancy of a larger
houslng unlt by an elderly slngle cllent. Although such a person could

draw beneflts whlle occupyJ.ng a larger unit, hls housing expendlttrres
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rrould ordlnarily exceed a fourth of his nonallowance lncome plus the

allowance.

The standard cost for two persons was aet at $125, then enough

to support occupancy of a one-bedroom (three-room) apartment. Agaln,

adoptlng thls flgure slgnLfled that the progran dld not intend to
support occupancy of larger housing unlts by two-person households--

which nlght consist of an adult or elderly married couple, a parent

and chlld, or even adult slbllngs or other related persons.

These declslons reflected a Judgment about the housing needs of
the elderly single persons and two-person famllies that comprlse about

half the households in Brown County that are e1lglb1e for asslstance
and about 60 percent of those thaE have so far enrolled. The problen

ls that few such households flnd the proposed arrangements deslrable
or even tolerable except under severe budgetary stress. Even before
recelving asslstance, nearly all of them llved in separate housing

units that were usually larger than the minlmum sizes acceptable to
the HAO or the sizes on whlch standard costs were based, even though

thelr houslng expenses usually exceeded a fourth of thelr lncomes.

Table 5.4 reports on program experlence at the end of the fl-rst
year of operatlons. It compares HAO occupancy standards for households

of dlfferent slzes wlth the slzes of the houslng unlts that were actually
occupled by program partlcipants.

Note that 82 percent of the slngle renters ln the program occupled

unlts larger than two rooms and 38 percent occupied unlts larger than

three rooms. Among slngle ordners, the dlscrepancy bethleen standards

and reallty ls even more striking. Nlnety-seven percent occupy uniEs

of more than two rooms and 85 percent occupy unlts of more than Ehree

rooms. The houslng expenses of record for nearly three-fourths of the

slngle renters exceeded the scheduled $100, and we know that the records

underest.lmate thelr fuel and utlllty bllIs. The houslng expenses of
record for single homeowners \dere nearly always below $100, but we know

that the expenses counted ln the record fall far short of the true
*

amount.

*
See Sec. IV, "Homeoqmer HousJ.ng Expense, L975 and 1.976."
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Table 5.4

COMPARISON OF HOUSING UNITS OCCUPIED BY PARTICIPANTS WITH HAO

OCCI.IPANCY STANDARDS: BROWN COI]NTY HOUSINC ALLOWANCE
PROGRAM, JUNE 1975

PercenEage of Households by Slze of Housing l,nlt
HAO Occupancy Standard

Number
of

Persons Total

fu rLters

1
')

3-4
5-6
7-8
9+

All cases

100.0

Homtt.tumers

t
,

3-4
5-6
7-8
9+

A11 cases

100.0

SOLIRCE: Tabulatlon by HASE staff of HAO adminlsEratlve records.
NOTE: Thls comparlson ls based on records for 11138 renters and 929

homeowners that were enrolled on 20 June 1975 and had recelved at least
one allowance payment. Records for 87 renters and 56 homeowners rdere ex-
cluded because slze of houslng unlr was noE rePorted. Percentage disErl-
butlons may not add exactly to 100.0 because of roundlng.

aHAO o""up"ncy standards requlre one bedroom for every two persons, with
a naxlnum of four bedrooms; a separate llvlng room for households of three
or more persons; and a prlvate kltchen and bathroom, excePt for roomlng
houses ln whlch such facllltles may be shared wlth oEhers. A11 rooms
counted agalnat these requlremenEs musE meet certaln standards for space,
11ght and venEllatlon, heatlng, electrlcal outlets' and prlvacy. Bath-
rooms do not count as habltable rooms. Although kl-tchens are not always
habltable rooms, we assune here that households of three or more Persons
llve ln separate housing unlts whlch lnclude a habitable kltchen and 11v-
1ng room tn addltlon to the requlred number of bedrooms.

h
"Based on the count of habltable rooms ln the partlclpant's last certl-

fled houslng unlt.
cNot appllcable.

100
100
100
100
100
100

100
100
100
100
100
100

0
0
0
0
0
0

0
n

0
0
0
0

Larger Than HAO Standard, by
Number of
Habl rable

Roonstl

Same

as HAO
Standard

1
Room

2

Rooms
3+

Rooms

t-2
1-3

4

5

6
6

(c)

8

6
0
J

1

4
9

32
61
69
59
44

t7

41

43
43
28
25
18
11
16

6

9

3

3

2

1

0

17 .5
9.0
5.3

18. 2
11 a

14. 9

t6
6

1

6

0
7

5
2

I

4
1a

7

t-2
1-3

4

5

6
6

(r: )

32.2
48. 8
45. 3
40.7
22.8

2

16
7

0
t4
40
4t
22
34
33
29

8

7

7

0
0
3

8

40.7
32.0
18.2
23.6
15. 1

14.8
28.5

4t.7
11. 3

7.9
5.7
5.7

1r.1
18.8
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There are similar but less strlkLng dlscrepancles between the

occupancy standards and occupancy patterns for two-person households.

Two-thlrds of the renters and 84 percent of the orilners occupled unlts
larger than three roome, and three-fourths of the renters paid more

than the scheduled $125.

We thtnk the evldence ls clear that households of one and two

peraons, whether or not they partlclpate in the allowance program, will
contlnue to occupy larger unlts than are supported by program standards;

and that they w111 contlnue to spend ln excess of a fourth of thel-r
nonallowance incomes for housing unless standard costs are lncreased

to support occupancy of larger unl-ts

In response to these strong signal-s, we recormend that the standard

costs of adequate houslng for households of one and two persons be Ln-

creased relatlve to the standard costs for larger households. Includ-
lng the lnflatlon adJustments recornmended earlier ln thls sectlon, we

favor $tZ5 for slngle persons and $145 for two-person households.

These are lncrements of $10 and $5, respectlvely, to the lnflatl-on-
adJusted schedule.

Ttrese changes need not entall upward revislons ln the occupancy

standard. To the extent that elderly slngle persons especlally are

content to llve Ln roomlng houses or as lodgers ln prlvate homes, we

thlnk that such arrangements should be encouraged. In such cases, the

allowance comblned wLth a fourth of nonallowance income w111 generally
exceed the cost of houslng. But in those cases a1so, the lack of
private kltchen facllltLes lmplles addlEional costs for meals prepared

by others. It does not seem to us that such a rearrangement of hous-

lng expenses ls soclally undesirable for those who choose lt.

Standard Costs for Large Houslng Unlts
Deslgnlng a schedule of standard costs for large housing unl-ts

based on evldence from the rental market ls particularly dlfflcult
because the market ls thln. Our survey data for September 1973 lndi-
cated that four-bedroom unlts renting for $180 and flve-bedroom unlt,s

renting for $200 usually met program standards of quality. However,

local experts thought that $195 and $230 were the respectlve rent
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levels needed to achieve that qualtty.* The schedule of standard costs

that was adopted by the HAO ln March 1974 compromised on $190 and $220.

The occupancy standards adopted at the same tlme required four
bedrooms (six rooms) for seven or eight persons and fl-ve bedrooms

(seven rooms) for nlne or more persons. The latter standard was later
reduced to four bedrooms (sLx rooms) wlthout a conrmensurate reductl-on

Ln R*. The loglc behlnd Ehls declslon was that very large fanllles
would have dl-ffl-culty in findlng accormlodatlons of any kind and needed

more flexlbtllty ln domestlc arrangements than the origlnal occupancy

standard provlded. At the same time, they needed an allowance based

on a standard cost of $220 to give them financial access to a wider
market, lncludlng units that exceeded the size speclfled ln the revlsed
occupancy standard.

Subsequent events seem to us to support the need for flexiblltty
ln domestlc arrangements for these very large fanilLes, but we think
that our survey data were closer to the mnrk on standard costs than was

the panel of experts. At the end of the programrs first year, there
were nlne renter and 27 homeowner households with nlne or more members

partlclpatlng in the progra.m. 0f these, 15 lived ln certlfied unlts
wlth only six habitable rooms, the HAO mlninum; the others were ln
larger units, up to ten rooms. Among the nlne renter households ln
thts group, only two had houslng expenses of record that exceeded $220;

the medlan value was $185.

The tnflatlon adJustments proposed Ln Table 5.1 would increase E*

to $220 for seven or elght persons and $245 for nine or more persons.

We think that these values w111 usually result ln wlndfalls for such

households because thelr housing expenses w111 typically be less. I.Ie

recomrend that the standard cost of adequate houslng f.or L976 be set

at $210 for seven or elght persons and at $230 for nlne or more persons.

In terms of program costs, the lssue ls not important. Wlth the

lnflatlon-adJusted schedule, we estlmate that there are about 740

ellgible households of seven or eight persons and 135 of nlne or more

peraons. In January L976, onLy 27 of the foroer and seven of the l-atter

*
See Table 1.1 and the assoclated text.
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were partlclpatlng ln the program. Ralslng thelr monthly beneflts
by $20 and $tO, reapectlvely, rather than by $30 and $25 would save

the IIAO $375 per month.

COMBINING INFLATION ADJU AND SCHEDULE REATIGNMENTS

Table 5.5 comblnes the inflatlon adjustments proposed in Table

5.1 wlth the schedule realignments that were suggested above for suall
and large households. Its last coluur shows a proposed schedule of
the standard cost of adequate houslng for 1976 that refLects our best

Judgments about program requirements ln the current market. The pre-
cedlng colurns offer a varlety of benchmarks against whlch our recom-

mendatlons can be tested.

Table 5.5

RECO}O,IENDED REALIGNMENT OF THE STANDARD COST OF ADEQUATE HOUSING
BY SIZE OF HoUSEHOLD: BROWN COUNTY HOUSING ALLOWANCE PROGRAM

Monthly Amount ($)

HAO

0ccupancy Standard Proposed
Reallgnnent
of Adjusted

Schedule
Number of
Persons

1
2

3-4
5-6
7-8
9+

t25
L4s
L75
195
210
230

SOURCE: Tables 4.2 and 5.1 and computatlons by HASE staff.
NOTE: The adJuste<i schedule ls designed to compensate for inflatlon Ln

hrruslng costs slnce L973; see Table 5.1 for detal1s. The proposed realign-
ment of values for small and large households is lntended to correct deficien-
cies 1n the current schedule that are carried over to the adjusted sche-
dtrle; see text for explanatlon.

oContract renE of record plus allowances for fuels and utllity servlces
bllled to the tenant. For June 1975, these allowances are based on utllity
prlces current ln June L974. For January 1976, some records have updated
allowances, reflected prlces current ln May 1975; others have not been updated

Medlan Gross Rent of
Record, HAO Clientsa

Standard Cost of
Adequate Housl.ng

Current
Schedule

Adj usted
Schedule

Number
of Rooms

June
t97 s

January
1976

L23
159
182
199
232
188

100
L25
155
L70
190
220

115
140
L75
195
220
245

l-2
1-3

4

5
6
6

Lt2
150
168
188
190
185
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Table 5.6 lndlcates how the IIAO's monthly dlsbursements would

be affected. Those enrolled and authortzed for payment as of January

1976 would recelve lncreases of $10 and $25 per month, for a total of

$52,000. MonthLy disbursements would rlse from $l-35,000 to $187,000,

an lncrease of nearly 40 percent.

Table 5.6

INCREASE IN MONTHLY ALLOWANCE PAYMENTS REST]LTING FROM PROPOSED INFLATION
ADJUSTMENTS TO R* AND SCHEDTILE REAIIGNMENT: BROWN COI]NTY HOUSING

ALI,OWANCE PROGRAM, JANUARY 1975

Number
of

Persons

I
2

3-4
5-6
7-8
9+

Total Increase
ln Monthly

Payments ($)

20,125
11,480
13,880
5,000
1,360

360

52,205A11 cases

SOURCE: Calculated by IIASE staff from data 1n Tables 4.2,4.5, and 5.5.
NOTE: Total monthly lncreases tn payments to program partlclpants are based on the

numbers of households recelvlng payments in January 1976. They do not take lnto account
expected growth ln enrollment.

aNot appllcable.

Table 5.7 shows how lncome llnlts for participants would change.

Except for the largest households, the limits would rlse by $960 to

$1,200; for households wlth nlne or more persons, the lncrease would

be only $480.

The lmpllcations for future enrollment of the lncome limlts shorvn

ln Table 5.7 ate not much dlfferent from those dLscussed earller ln
connectlon with Table 5.3. We judge that over the course of a year

following promulgatlon of the proposed schedule, enrollments would

grow by 750 to 11200 more than they would have under the current sche-

dule. Palments to the newly enrolled households would be relatlvely
snall because they would tend to be close to the income 1lnit. We

thlnk the extra nonthly dlsbursements to them would emount to betveen

PaymenEs to RenEers Payments Eo Homeowners
Proposed
Monthly

Increase ($)
Number

of Cases
Tocal Monthly
Increases (S)

Number
of Cases

Total Monthly
Increases ($)

25
20
20
25
20
10

(a) 1, 356

446
332
46s
84
22

7

1l,150
6,640
9,300
2,loo

440
70

29,7OO 1,019

359
242
229
116

46
29

8,975
4,84O
4,580
2,goo

920
290

22,5O5
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$20,000 and $30,000, brlnglng the total to berween $207,000 and

$217 ,000.
We conetder the lnflatlon aclJustments essenttal and the schedule

reallgnnents hlghly deslrable lf the experimental allowence progrartr

ls to fulftll lts purposes.

Table 5. 7

INCREASE IN INCOME LIMITS FOR PARTICIPANTS RESULTING FROI.,I

PROPOSED INFLATION ADJUSTMENTS TO B* AND SCHEDT]LE

REALIGNMENT: BROI,IN COIINTY HOUSING ALLOWANCE
PROGRAM, JANUARY 1975

Number
of

Persons

I
2

3-4
5-6
7-8
9+

1,200
960
950

1,200
960
480

Ingrease ln
Yo Due to

Increase in
R* ($ per Year)

SOIJRCE: Calculated by HASE staf f . ,r

NOTE: rR{ ls the standard cost of adequate houslng; Y, is the amount of adjusted
grose lncome at whlch allqwance entltlement drops to zero. The lLmit for enroll-
ment ln the program ts U) - $EAD.

Current Program
Standards

Proposed Program
Standards

R'+
($ per Month) (g per Year)

*y^ fr,+
($ per Month)

*
Y'a

($ per Year)

100
t25
155
170
190
220

4,800
6, 000
7,440
8,160
9,L20

10,550

L25
L45
L75
195
2LO
230

6
6
8
9

10
11

,000
,960
,400
,360
,080
,040



-93-

Appendix A

SUPPLruENTARY TABLES FOR RENT-INFI-A.TI ANALYSISON
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Table A-1

DISTRIBUTION OF HOUSING T,NIT RECORDS BY SAIIIPLING STRATI,,I.{ A}.ID

NIII{BER oF ROO},IS PER [NIT: RENT-INELATION A}IALYSIS FILE
FOR SrTE r, 1973-1975

Sampling Stratum Number of Housing Unit Records,
by Nurnber of Rooms per Unit

Stratum
Number

10
11

Type of
Property Total

1
2
3

4
5
6

7

8
9

59
171

57

46
75
56

LzL
224
237

69
20

,135

SO[IRCE: Tabulations by HASE staff of records of the Site I
rent-inflatlon analysls ftle.

1or2 3 4 5 6+

Iott-rent Urbqt
Single-fanlly
2-4 units
5* units

Mediwn-rent unban
Stngle-fantLy
2-4 unlts
5* units

High-rent Urban
Slngle-fanlly
2-4 unlts
5* unlts

httaL
Low or medlum rent
Hlgh rent

1

8
23

7

45

2
34

110

1

9

4

5
63
23

18
56

6

38
99
69

28
10

6
51
37

22
4

16
33

5

45
51
L2

L7
L9
10

22
5

L4
6

20

11

36
23

1

A11 property types 84 25L 418 244 138
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Table A-2

POPUI.ATION WEIGHTS FOR HOUSING UNIT RECORDS GROUPED BY SAI,IPLING
STRATIIM AND NT,II{BER OF ROOMS PER TINIT: RENT.INII,ATION

ANALYSTS FrLE FOR SrTE I, L973-L975

Sampling Stratum Sum of Population Wel-ghts for Houslng Unit Records,
by Number of Roons per Unit

Stratum
Number

10
11

1
2

3

4
5
6

339
2,724

488

Total

885
3,077
1 ,806

7

8
9

573
L,927

5L7

851
303

13,590

SOURCE: Tabulatlons by IIASE staff of records of the Site I rent-lnflation
analysls flle.

NOTE: Entries ln the table are the estlmated numbers of rental housing
unlts ln Brmn County that fall in each cate8ory.

Type of
Property lor2 3 4 5 6+

Lou-rent Unban
Slngle-fanlly
2-4 unlts
5t unlts

Mediwn-rent Urban
Single-fanlly
2-4 unlts
5* unlts

High-rent Urban
Slngle-farnlly
2-4 unlEs
5* unlts

RuraL
Low or medium rent
Hlgh rent

13

L52
2]-6

90
355

29
1 ,091

t94

96

79

6

13
392
819

274
L1297

550

81
r,209

476

to2
773

56

348
195

90
5L7

22

333
905

69

202
s48

45

253
38

118

:,

265
392

3

284
170

158
70

826 2,7L9 5,37L 3,023 1 ,551A11 property types



-97 -

Table A-3

UEA}.I PERCEI'ITAGE CII.ANGE IN CONTRACT RENT, BY SAMPLING STRATW
AND MD{BER OP ROOMS PER LINIT: IIIWIEIGI{TED SAI'{PLE DATA

Sampllng Stratum

Stratum
Nunber

Mean Monthly Percentage Change in Contract Rent,
by Number of Rooms per Unit

*

.404

.,-:o

.390

.22L
L.47t

1
2

3

4
5
6

7

I
9

10
11

.139

.373

.103

.293

SOURCE: Tabulatlons by IIASE staff of records from the Slte I rent-lnflatLon
analysls flle.

NOTE: Entrles ln the table are unweighted arithmetlc averages of nonthly
percentage changes Ln contract rent that were calculated separately for each
1,135 records ln the flle.

Type of
Property Lot2 3 4 5

Lou-nent Urban
Slngle-famlly
2-4 unlts
5* unlts

liledittn-nent Wbart
Single-famlly
2-4 unlts
5* untts

High-rent Urbqn
Slngle-famlIy
2-4 unlts
5* unlte

fuz.al
Low or medlum rent
Hlgh rent

L.794

.iz,

.282

.L64

.]-67

.349

.731

000

.445

.s64

.418

.136

.398

.L75

.409

.492

.52t

.449

.401

.300

.236

.L72

.134

.410

.345

.L59

.435

.227

.359

.41 8

.086

.232

.114

.2L6

.35s

.075
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Table A-4

MEAN PERCENTtr.GE CHANGE IN GROSS PGNT, BY SAMPLING STRATI]M
AIID Nln{BER OF ROOMS PER UNIT: UNWEIGHTED SAI.{PLE DATA

FOR SrrE r, 1973-1975

Sanpling Stratum

Stratum
Nrlnber

10
11

Mean Monthly Percentage Change in Gross Rent,
by Number of Rooms per Unit

6+

.7L2

.774
1
2

3

4
5
6

7

8
9

.480

.505
L.375

.433

:o

.725
1. 045

SOURCE: Tabulations by IIASE staff of records of the Slte I rent-lnflation
analysls file.

NOTE: Entrles ln the table are unwelghted arithmetlc averages of monthly
percentage changes ln gross rent that were calculated separately for each of
1,135 records Ln the fIle.

Type of
Property Lor2 3 4 5

Inut-rent Urban
Slngle-fan1Iy
2-4 units
5* unlts

Mediwn-y,qtt Urban
Slng1e-famlly
2-4 units
5* unlts

High-rent Urbot
SingLe-famlly
2-4 unlts
5* units

RtpaL
Low or medLum rent
High rent

.836

.308

.286

.09s

.290

.248

.397

.836

.950

.499

.527

.3s4

.433

.249

.67 5

.572

.795

.7 66

.507

.400

.493

.342

.237

.595

.478

.578

.510

.433

.627

.725

.zLL

.335

.532

.308

.653

.892
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Appendix B

SUPPLE{ENTARY TABLES FOR ANALYSIS OF CHANGES IN

THE COSTS OF FUEL AI.ID UTILITY SERVICES
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Table B-1

ELECTRICITY RATES FOR RESIDENTIAL SERVICE:
BROHN COUNTY, WTSCONSTN, 1972 TO 1975

Amount of Charge, by Class of Servlce

Type of Charge
Rg-2: A1l-year

Rural ResLdential

Nouember 7972

Annual nlnlrnun ($)
Flxed monthly charge ($)

Meter rate (C per kluh) :

Flrst 100 hsh
Next 500 krh
Next 900 krrh
Orrer 11 500 l<wtl

Surcharges

Annual nlnlnuur ($)
Flxed monthly charge ($)

Meter rate (C per hot ) t

First 100 lc.rh
Next 500 khrh
Next 900 kwh
Over 11 500 lcwh

Surcharges

Annual rninlmum ($)
Flxed monthly charge ($)

Meter rate (C per kwh):

First 100 kwh
Next 500 kwh
Next 900 kwh
Over 11500 kwh

4.O7" sales tax

September 1973

4.07" sa].es tax

March L974

39.00
.75

39.00
.75

42.00
1.00

Jul-Oct

5.11
2.75
2.55
2.35

5.L37
2.777
2.577
2.377

Ju1-Oct

Ju1-Oct

5
2

2

2

35
94
80
60

Rg-1: A1l-year
Urban Resldentlal

30. 00
.75

Nov-Jun Ju1-Oct Nov-Jun

3.62
2.43
2.O9
1.88

3.52
2.43
2,24
2.03

5. 11
2.7 5
2.40
2.20

30. 00
.75

Nov-Jun Ju1-Oct Nov-Jun

3.647
2.457
2.L17
L.907

3.647
2.4s7
2.267
2.057

5. 137
2.777
2.427
2.227

32.40
1.00

Nov-Jun Jul-Oct Nov-Jun

3. 80
2.60
2.25
2.05

3
2

2

2

80
60
40
25

s. 35
2.94
2.60
2.40

Surcharges 4.OZ sales tax



Type of Charge

Februnry 1975

Annual ninlmum ($)
Flxed nonthly charge ($)

Meter rate (C per kwh):

Flrst 200 krrh
Next 1,300 kwh
Over 1,500 kwh

Surcharges 4.0% saLes tax

Deeemben L975

Annual nlnlmun ($)
Flxed monthly charge ($)

Meter rate (C per kwh):

Flrst 200 krrrh
Next 1,300 lcrh
Over 11500 krh

Surcharges 4.O7. saLes tax

January 1976

Annual mlnlmun ($)
Flxed monthly charge ($)

Meter rate (C per trvh) :

Flrst 200 krarh

Next 1,300 kwh
Over 1,500 kwh

Surcharges L0.37. plus 4.0% sales tax

-LOz-

Table B-1 (contlnued)

BLECTRICIfi RATES FOR RESIDEMIAL SERVICE:
BROI,IN COINTY, IISCONSTN, L972 TO 1975

Amount of Charge, by Class of ServLce

Rg-2: All-year
Rural Resldentlal

66. 00
3.00

Ju1-Oct

66.00
3.00

Ju1-Oct

6.367
3. 057
3.067

65.00
3. 00

Jul-Oct

6.357
3.067
3.067

6
2

2

10
80
80

Rg-l: All-year
Urban Residential

44.40
2.00

Nov-Jun Ju1-Oct Nov-Jun

4. 30
2.60
2.L5

4
2

2

50
80
80 15

5
2

2

70
50

40
00

44
2

Nov-Jun Ju1-Oct Nov-Jun

4.567
2,867
2.4t7

4.767
3.067
3.067

s.967
2.867
2.4t7

44
2

40
00

Nov-Jun Ju1-Oct Nov-Jun

4.s67
2.867
2.4r7

4.767
3.067
3.067

5.967
2.867
2.4I7

SOURCE: WLsconsin Publlc Servlce Corporation.
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Table B-2

NATTRAL GAS RATES FOR RESIDENTIAL SERVICE: BROWN COUNfi, WISCONSIN,
1972 rO L976

Amount of Charge, by Class of Serviceu

Type of Charge

Flxed nonthly charge ($)
Meter rate (C per therm):

FLrst 20 therms
Next 30 therns
Over 50 therms

Surcharges

Flxed nonthly charge ($)
Meter rate (C per thern):

Flrst 20 therms
Next 30 therms
Over 50 therms

Nouember L972

February 1975

Rg-2

th"ch 1974

.75

L8.52
13. 13
10. 99

4.0% sales tax

Jarutary 1976

1.50

22.34
16. 78
L4.57

Surcharges 1.22 plus 4.02 sales tax

SOURCE: Wlsconsln Public Servlce Commission.
NOTE: One therm equals 100,000 BTU or 96.62 cublc feet (U.S. average).

'Rg-t is all-year service to urban residentlal customers. Rg-2 is all-year ser-
vlce to rural resldential customers.

Rg-1 Rg-2 Rg-1 Rg-2 Rg-1

September 1973

.75

L5.52
11. 18
9.87

.75

]-7.52
L2.L2
9.97

.75

t5.79
TL.45
10. 14

.75

L7
T2
10

79
.39
.24

L6.52
L2.t9
10.89

.75

4.OZ saLes tax 4.OZ saI"es tax

Deeember, L975

1. 50

L8.47
L4.02
L2.69

1. 50

20. 60
15.04
12.83

1. 50

L5.76
t4.43

20.2L

1.50

22.34
15.78
]-4.57

20.2L
t5.76
L4.43

1. 50

4.02 sales tax 4.0i( sales Eax
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Table B-3

QUOTED PRICES FOR NO. 2 FUEL OIL DELMRED TO RESTDENTIAL
CUSTOMERS: BROI{N COIIIITY, I,{ISCONSIN, 1973 TO 1975

Quoted Price (C per Gallon), Dell,vered

Dealer
Code

December
L97s

(b)
37 .7
37 .7
37.5
38. 4

(d)
35. 6
37.9
37.5

Surcharges 4.O7" saLes tax

SOURCE: Complled by IIASE staff frorn querles to
dealers

NOTE: Dealerst names are on file with HASE slte
offlce. In 1975, it was learned that Dea1er Ars
prices were for bulk deliverles of 71000 gallons or
IDore, rarely to resldential cuatomers; that dealer
was subsequently excluded from the periodlc price
survey.

aExcludlng Dealer A, the average prLces would
be 23.1 cents per gal-lon in July 1973 and 34.8
cents ln July L974,

bNo qrrot"tlon obtalned.
e0ne cent less on defiverles of more than 500

gallons.
s
\o longer ln buslness.

A
B

C

D

E

F
G

H
Avera8e

July
L973

July
t974

March
L975

July
L97s

t6.24
28.9
18. 9
2L.9
22.8

(b)
(b)
(b) -

21.7u

32.

(b)
(b) -34.3u

35.
33.
34.
35.

(b

4u
7

9

0
5

)

(b)
32.7
30. 9
34.s
33.8
32.9

(b)
(b)

33. 0

(b)
34.9
37 .7e
34. s
33. 9

(d)
34.9
35. 9
35. 3
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Table B-4

I^IATER RATES FOR RESIDENTIAL SERVICE: SELECTED
JURTSDICTT"ONS IN BROr^JN COIINTY, WISCONSIN,

1973 AND 1975

Quarterly Amount ($)

Type of Charge

City of t;r,een Baga

Fixed charge:
J/gtr meter
3/4" meter

Meter rate per 1,000 gals.:
Flrst 3,750 gals.
Next 71,250 ga1s.
Next 1,050,000 gals.
Over 1,125,000 gaIs.

Surcharge

City of DePere.

Minlmum charge
Meter rate per 1,000 gals.:

First 5,000 gals.
Next 15,000 gals.
Next 301000 gals.

Toum of ALLouez

Minimum charge for 6r000 ga1s.
Meter rate per 1,000 gals.:

Next 19,000 gals.
Next 50,000 gals.
Next 625,000 gals.

ViLLage of uouarf,

December
L975

.40
,34
.29
.19
(b)

3. 50

65
25

3
5

Minimum charge
5/8" meter
3/4" meter
1. 0t' meter
1. 5t' meter:
2.0" meter

Meter rate per
Next 40,000
Next 150,000
Next 200,000
Over 400,000

for 10,000 gals.

1,000 gals. :

gals.
gals.
gals.
gals.

5.00

.90

.50

.30

.52

.35

.27

7 .25
9. 50

t3.75
25.00
38.00

September
t973

.30

.25

.20

.13
207"

2.70
4.00

.90

.50

.30

3. 50

.38

.25

.20

3. 70

00

35
20
t2
08

.25

.75

.00

5

6
10
19
31

00

.47

.27

.L7

.L7
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Table B-4 (contLnued)

WATER RATES FOR RESIDENTIAL SERVICE: SELECTED
JURISDICTIONS IN BROWN COUNTY, If,TSCONSIN,

1973 AND 1975

Quarterly Amount ($)

Type of Charge
December

L975

Toun of AsLartaubenon

Mlnlmum charge
Meter rate per

Next 40,000
Next 50r000
Next 300,O00
Over 400,000

for 10,000 gals.
1,000 gals . :
ga1s.
gals.
gals.
ga1s.

5.00

.30

.25

.L7

.10

10.00

6.00

Toutn of Belleuue

Mlnlmuu charge for 7,500 gals.
Meter rate per 1,000 gals.:

Over 7,500 gals.

ViLLage of Pulaski

Mlnlmum charge for 101000 ga1s.
Meter rate per 11000 gals.:

Next 20,000 gals.
Next 70,000 gals.

50

40
30

SOURCES: Rate schedules of local rrater departments.
NOTE: Typlcal household consuuption is 20,000 ga1-

lons per quarter. Rates for larger anounts would usu-
ally apply only to multlple dwelllngs with a slngle
meter.

oR.t." shown for December 1975 were effective
1 July 1975.

h"Not appllcable.

'R"t." shown for September 1973 were effectlve un-
tll mtd-December L975.

September
t973

.30

.25

.L7

.10

5. 00

10.00

.50

5. 00

40
30
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Table B-5

SEI.IAGE RATES FOR RESIDENTIAL SERVICE: SELECTED
JURISDICTIONS IN BROI,IN COITNTY, WISCONSIN,

1973 AND 1975

Quarterly Amount ($)

Type of Charge
December

L975

City of Green Bay

Tax per $1r000 assessed value
MLnlnrrm charge
Meter rate per 1,000 gals.

City of DePene

Mlnlmum charge
Meter rate per 1,000 ga1s.:

Flrst 5,000 ga1s.
Next 15,000 gals.
Next 30,000 gals.

?owt of ALLouez

Tax per $1r000 assessed value:
Metropol-ltan Sewer Dlstrlct
Fox River Sewer Dlstrlct
Southeast Sewer Dlstric.t

Meter rate per 1,000 gals.

ViLLage of Hounrd

,5?oob
.57

L.75

.45

.25

.t7

(a)
(a)
(a)
.70

MulttPle of water b111 2.10 x
water b111

Totm of AsVntaubenon

MuItlple of water billc

Mlnlmuur charge for 16,000 ga1s.
Meter rate per 1,000 ga1s.:

Over 16,000 ga1s.

(a)
9.00

.s6

September
L973

.80
(a)
(a)

.45

.25

.L7

L.75

.55

.57

.96
(a't

.90 x
water blI-I-

(a)

(a)
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Table B-5 (contlnued)

SEWAGE RATES TOR RESIDENTIAL SERVICE: SELECTED
JURISDTCf,IONS IN BROWN COITNTY, IISCONSIN,

1973 AND 1975

Quarterly Anount ($)

Type of Charge

Town of BelLeuue

Flxed charge
Mlnimum charge for L0,000 gal-s.
Meter rate per 11000 ga1s.:

Over 10,000 gals.

December
1975

l1,07

.57

ViLLage of Pulaskt

ltultipLe of water b111
e 1.00 x

water b111

SOIJRCE: Rate schedules of local selrer departments.
NOTE: Annual tax rates on assessed value have been

converted to quarterly equlvalents. Meter rates are
.baged on gallons of water metered to the cuatouer. As
lndlcated by lnapplLcable entries, several jurlsdlc-
tlons changed the basls for their charges between 1973
and 1975.

aNot appllcable.
h"Reduced to $9.00 effectlve January L976.
esee Table B-4.
s*Mlnimun charge is $11.00 if resldence also has water

senlce.

September
t973

(a)

5. 00
(a)


