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PREFACE

This report was prepared for the Office of Policy Development
and Research, U. S. Department of Housing and Urban Development (HUD),
under Contract No. H-2553. It is part of a broad-based research effort to
assess Section 8 program operations and performance.; and to identify, as
appropriate, program improvements. The study of the Section B Housing
Assistance program covers both the Section I Existing and the New Con-
struction program components. The content of this report is an analysis
of the Administrative Functions and Fees in the Secticin B Housing program

The Section B program, which was enacted in the Housing and
Coinmunity Developrnent Act of L974, is intended to prorride assistance to
lower incorne families to enable them to afford decent, safe, and sanitary
housing and is currently IfUD' s major rental housing subsidy program"
Norrnally, to be eligible for assistance, a familyrs income cannot exceed
B0 percent of the rnedian incomes for the area as determined by HUD. In-
come-eligible families must pay 15-25 percent (depending on their income
and family size) of their adjusted gross income for housing, including
utilities; and the Section B program provides the difference between the
recipientsr contributions and the rents for the units, as long as the rents
are reasonable and do not exceed the "Fair Market Rent" maximums es-
tablished by HUD" As recipientsr incomes and rents change, the subsi-
dies are periodically adjusted.

The Existing Housing program is norrnally administered through
loca1 public bodies or agencies (PIIAs) and, in some instances, state hous-
ing agencies under S-year contracts with HUD. The New Construction pro-
grarn can be administered through PIIAs, state housing agencies, or di-
rectly by contract with HUD; assistance contracts are for 20 years except
that public housing sponsors are eligible for 40-year contracts. The
terms, conditions, and extent of assistance provided by HUD are detailed
in Annual Contributions Contracts (ACCs).

In the Existing Housing program, income-eligible families are
issued "Certificates of Eigibility" (normally in effect for 60 days), and in
order to receive assistance, they must secure housing units that meet the
programts housing condition standards and rental cost limitations and
negotiate acceptable lease agreements with the owners of the units" Fam-
ilies can atternpt to qualify for assistance in the units they currently oc-
cupy or they may move to other units. Although the general policies and
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eligibility rules are similar in the Existing and New Constrrrction pro-
grarns, the New Construction program differs frorn the Existing Housing
program in a number of feahrres, the most important of which is that the
subsidies are linked to speci.fic housing units, in particuLar newly con-
strrrcted projects, and families must occupy those units to receive Sec-
tion 8 assistance.

The Department of Housing and Urban Development awarded
three contracts for the Section B evaluation, each covering a different
sector of the country. Westatts sector for analysis is Sector C, which
is that portion of the country west of the Mississippi River and includes
HUD Regions VI, VII, VTTT, IX, and X. Westatts responsibilities under
the contract are being carried out in affiliation with three subcontractors
--Real Estate Research Corporation, Peat, Marwick, Mitchell & Co",
and Building Technology, Inc.

The contract commenced June 30, 1976. The months of July,
August, and September were spent in developing a work plan for the eval-
uation and designing the evaluation plans and data collection instmments.
The field work began October 2l and was substantially completed by the
end of Novernber 1976.

The research prograrn involved gathering data from a variety
of sources. The respondent groups and completed number of interviews
in the survey included:

Re ondent G

Public Housing
Agencies (PHAs)

Nurnber of
Completed
Interviews
or Organi-
zations In-
terviewed

301

Definition of Re ondent Grou s

Any state, county, municipality,
or other governmental entity or
public body which is authorized
to assist in the development or
operation of housing for low-in-
come families and is participating
in the Section I Existing Housing
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Number of
Cornpleted
Interviews
or Organi-
zations In-
terviewedRe dent Grou

3" Recipients

4" NonreciPients

5" Participating
Landlords

6" NonparticiPating
Landlords

New Construction
Sponsors (A ctive
and Inactive )

Definition of Res ent Grou S

Any state, countY, municiPalitY' or
other governmental entity or public
body which is authorized to assist
in the develoPment or oPeration of
housing for low-income families and

is not participating in the Section 8

prograrn"

H.igible families being assisted fi-
nancially through the Section B pro-
gram,

Eigible f'amiles not being assisted
financially through Section I but who
had been issued certificates of eligi-
bility for 60 daYs or more but had
not found a unit to qualify for bene-
fits"

Any person or entitY having the
Iegal right to lease or sublease
existing housing who had tenants
being assisted through the Section 8

program.

Any person or entity having the legal
ri-ght to lease or sublease housing
who hacl been contacted by certificate
holders or PIIAs about participating
in the Section B program but refused
to do so.

Any person or entitY rvho had sub-
mitted an application to sPonsor a

New Construction project under the
Section 8 New Construction Housing
Program.

52 Nonparticipating
Public Housing
Agencies

7

428

125

198

25

37
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Respondent Group

Number of
Completed
Interviews
or Organi-
zations In-
terviewed Definition of Respondent Groups

B. HUD Area Offices 13

I State Housing
Agencies

Appropriate persons involved in
Section B in the HUD field offices"

Appropriate persons from State
Housing Finance Agencies of the
Section 8 program.

3

The survey instruments used by the three research contractors
included a series of identical core questions, developed by the Urban Lr:-
stitute, which wili be used as the basis of the Urban Instituters national
analysis of the Section B program.

Westat also collected noninterview data on recipients, nonre-
cipients, certificate holders, and applicants from the files of the sample
of PIIAs. Major secondary sources included: 19?6 Current Population
survey (cPS), 1974 Annual Housing survey, 1gz0 census data, HUD sec-
tion B Management Information System (lVtts), National Association of
Housing and Redevelopment Officials (NAHRO ) 1976 Directory, Bureau of
Labor Statisticsr Consumer Price IndeX, and the F. W. Dodge Corporation
Report on New Constru ction Costs.

The base unit for most of the analysis was 30 PI{As selectedby
HUD and the Urban Institute. The recipients, nonrecipients, landlords,
and area office staff who were interrriewed were linked to the 30 PIIAs"
The sample selection of respondent groups is discussed in detail within
each of the relevant reports"

The limitations of sarnple size and sampling procedures place
a constraint on the reliability of results from this study. The accuracy
associated w'ith reported statistics is discussed in Section 2 and further
described in Appendix A
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The focus of this researeh prograrn is on the Section B Existing
Housing program but there is one report specifically on New Construction.
The reports that have been prepared under this contract include:

Summary Report on Section B

Jurisdiction and Sponsor Participation
Recipient and Nonrecipient Analysis
L andl ord ParticiPation
PIIA Aclministrative Costs and tr\:nctions
Fair Market Rents in Existing Housing
New Construetion
Housing Standards

A research project of the magnitude of the Section B evaluation
is a major undertaking involving the combined efforts of many individuals
and organizations. It is impossible to identify all of thc individuals who

helpecl in the planning for the study and the collection of data; but Westat
and its subcontractors would like particularly to single out and thank the

staffs of the HUD Area Offices and the 30 PIIAs in the study sample, and

Harold Williams, the HUD GTR for the study, for their cooperation, as-
sistance, and enthusiastic support of the project.

With the exception of the Appendix, the remainder of this re-
port was prepared by Peat, Marwick, Nlitchell & Co" Westat reviewed
and edited the text.
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1 INTRODUCTION AND EXECUTTVE SUMMARY

1.1 Overview

Local sponsoring agencies and organizations [i.e", the Public
Housing Agencies (PHAs)] tfrat operate Section I programs are required
to carry out a series of key administrative functions that support the pro-
grarn:

outreach to potential recipients and landlords;

certification of eligibilitY;

client serwices;

inspection of units;

subsi.dy payments to landlords; and

. Program management"

As part of the overall program evaluation, the U. S" Depart-
ment of Housing and Urban Development (HUD) is interested in how the re-
quired functions are carried out, their cost, and what improvements in the

required support functions can be made to develop maximum prograrn effi-
ciency.

The objectives of the program evaluation component encompassed:

documentation of the existing level of services of each
administrative function at a sampled PI{A in Sector C;

analysis of the costs of prowiding these services, both
in absolute and in per unit terms; and

measurement of the relative effectiveness of alternative
strategies for performing administrative functions.
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The general procedure used in carrying out the adrninistrative
analysis included:

cataloging the methods used and costs incurued by
sponsor agencies in carrying out their required pre-
lirninary ( start-up) and adrninistrative (maintenance )
functions and documenting the results and associated
costs of these methods;

collecting data reflecting actual expenditures and ser-
vices by functional area (or general adrninistrative
category) at each sponsor;

evaluating the relationships between these sponsor
prel-ir:rinary ancl aclministrative costs and the resDec-
tiwe preli.rli.nar;r and administrative fees paid by HUD;

identifying, on the basis of the leveI and use of the
fees, any savings for HUD that could be generated by
modifications to the regulations; and

identifying any improvements in provision of adminis*
trative services that could be generated by changes to
HUD regulations or procedures"

1.2 Primary Research Issues

A significant cost of the operations and performance of the Sea-
tion B Housing Assistance Payments Prograrn is the sponsor administrative
costs paid by HUD. These costs faII into two categories:

the preliminary fee: an amount paid once per unit to
the sponsor agency on the basis of a budget estimate
subrnitted to HUD" The specific agency functions
which the preliminary fee is designed to reimburse
are those necessary to implement the program in the
locality and to bring allocated units to the lease-up
point.

the administrative fee: a continuing fee of the greater
of 8" 5 percent of the Fair Market Rent (FMR) for a two-
t-^J-.^---- -^--^^1 ----1^-^ ----ir i-- rr-- 1^^^1:L-- ^-- ^C (hr E nn
UeU|uuru, rr(IlElcvdLUl- LrllrL l-Lr Ll.tE .L(JuarrLJ ur- tJl prcro vu

for each month a Section B unit is leased. This fee is
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designed to reimr',ul:se project sponsors fo::' sirch man-
agerial functioas as outreach activities to replace re-
cipient attrition, eligibitity redetermination, technical
assistance to clients, and housing reinspections.

Becaui;e of the decentralized nature of the program, the costs
incurred in these administrative functions are substantial. In L976 the
costs were $45 million for the p:eliminary fee expense and ;$53 million in
continuing administrative fees, as indicated in the RFP" However, the
bases on which these two fees are calculated dr) :1ct reflect a number of
variables that directly influence the actual costs incurred. Variables not
normally considered incluC? geographic location of the client community,
typ,as of services provided, size of project, geographtc dispersion, num-
ber of units, and the addition of Section B adrninistrative fuections to simi-
Iar functions norrnally carried c'.rt. Consequently, to exercise an appro-
priate level of control on the costs involved, we had to first develop a fi-
nancial data base that permitted analysis on a comparable basis of the
scope, diversity, and magnitude of the administrative costs by categories
and amounts.

Our work plan responded to a series of specific considerations
that affected the analysis of the operation of the program in the localities.
These considerations included:

accounting policies and procedures. Although the HUD
standard accounting guide and the Section 8 :regulations
provide a financial structure for the program, the ac-
counting records at each sponsor agency differ sub-
stantially with respect to procedures actually used,
the chart of accounts, definition of each account code
classification, and the allocation of indirect costs"
This is particularly im1>ortant when Section 8 sponsor-
ing agencies perform eLctivities for other programs
(e.g., public hcusing, Section 23, and renewal) that
are similar or identical and that require the same
kinds of skills and interface with the same client and
housing supplier groups.

definitions of administration functions. In addition to
differing accounting systems, there were some differ-
ences in the definitions (and therefore accounting) of
the administrative services provided by project spon-
sors. For example, functions such as 'routreach,tt
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"eligibility redetermination, " "assistance to clients, tl

and "housing inspections" were sometimes performed
within different orgarizational frameworks in differing
locations. To colnpare the accounting treatrnent and
overall cost of each ser-vice, it -was necessary- to de-
velop standard definitions of services. Using these
definitions, we found that some revised cost allocation
assignments were necessary.

appropria teness of FMR and administrative fees. The
administrative fee actually paid is the greater ofa
fixed percentage (8.5 percent) of the FMR for a two-
bedroom unit or $15.00; it therefore varies by geo-
graphic area. The costs of the services to be covered
by the adrninistrative fee can v&rlr however, depend-
ing on the delivery mechanisrn, project type, centrali-
zation services-. economies of scale, and rnaturity of
the program. The administrative fee does not include
factors reflecting these administrative service cost
impacts" Consequently, our research reviewed the
relationships between the service delivery rnechanisms,
econornic and financial factors inherent in each project
location, and the resulting levels of costs.

On the basis of the outputs of this research, alternative rneth-
odologies to calculate fee levels were developed and tested, using the data
collected at each project site. The methodologies were then evaluated,
using the basis of the relationship between the test results and actual cost
leve1s"

1.3 &ecutive Sumrnary of Principal Evaluative Findings and
Conclusions

This section surnrnarizes our observations of Programmatic
activity, observations about PIIA administrative fees and costs, and our
principal conclusions.

1.3" 1 Observations of Programmatic Activity

The PMM&Co. field teams agreed on a number of pervasive
findings (zupported by the data collected) about the Section B program as
it is being carried out in the Sector C sample of PHAs.
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1. There was a clearly identifiable administrative entity
in each sample location carrying out a Section B pro-
gram.

2. Whatever the original enthusiasm for, or reluctance
to, entering the program, all the PFIAs sampled ap-
peared committed to having the program succeed"
However, we observecl extensive interpretation of
regulations and instructions; such adaptation seemed
po"itir." in spirit and was designed to deal with Iocal
political and organizational influences.

3. Atl the necessarY administrative and programmatic
functions were being performed at each site; person-
nelassignedseemedtobeknowledgeableaboutthe
prograrn and the function(s) they were carrving out'
Nowhere were functions omitted.

1. AIi rruD Section B regulations were being adhered to
in spirit. Deviations were minor and were based on

individual interpretations. The books and records
required to conduct our study were being kept by the
PIIAs sampled, although there was little uniformity'

5. There seemed to be no procedural, cultural, or pro-
grammatic barriers to obtaining sufficient recipients
to tuIfi11 the Annua1 Contribution Contract (ACC) allo-
cations. A variety of mechanisms proved effective.
A balance in participation objectives with respect to
income mix, age, family size, etc", is yet to be

achieved. specific PIIA activities aimed at reaching
a programmatic balance were inconsistent'

6. For the most part, the PIIAs must work vigorously
and explicitly to bring landlords into the program"
Although a variety of methods were used and the fuIl
ACC allocation will be fulfilled with participating
units, the pace of landlord and unit intake was lower
than anticiPated.

7. The most significant impediments to accelerating im-
plementation of the existing housing prograrn seem

to be a perception of low FMRs, Iack of stable and
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cornplete regulations, and landlordst reluctance to
participate in the prograrn. The initially perceived
slowness in implementing the program, which we
attributed to bureaucratic inertia in the area offices
and in PIIAs that have other active housing programs,
seemed for the moSt paft to have disappearecl.

1 .3o 2 Observations about PIIA Administrative Fees and Costs

We have analyzed the cost of performing the various adminis-
trative functions and the associated costs and fees (as described in Sec-
tions 5 through 7). Our principal observations are:

PHAs in standard metropoli.tan statistical areas
(NTetros) experience hisher preiiminarv activitv costs
than PHAs in non-Metros. This is apparenily due to
the use (in Metros) of specialized, professional staff
to carry out functions that are perforrned in non-Metros
by nonspecialized staff" Some price index differences
are observable.

2. In PIIAs whose costs tend to exceed the grant for pre-
Iiminary activities, the ongoing fee grants tend to be
exceeded as weII. This rnay provide an early warning
of administrative difficulties to the HUD area offices.

3" The prelirninary fee granted seems, with few excep-
tions, to be more than adequate to cover the costs that
will be incurred when lease-up of the ACC allocation
is reached.

4. The ongoing (program maintenance) fee granted seerns
to be inadequate to cover the "steady state" costs of
rnaintaining the program. IJpward adjustment of the
FMR should prowide sufficient cost reimbursement,
at least temporarily. Although our estimates of the
steady state costs of rnaintaining the program are ten-
uous because of the low program rnarketing level in
Iocal jurisdictions, we estirnate that the flat cost
would be between $17 .40 and $18. 31 per leased-unit-
month. A more supportable estirnate should be devel-
oped by collectins' lonsitudinal cost cleta abor_rt Jul_r, of
ie77.

1
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1.3. 3 SrLmt:.,arv of Principal Conclusions

some observations have led the analytical team to

suggest initiatives the Office of Assisted Housing might take to improve the

acleptance and strength of the Section B program. These are listed in or-
der of their aPParent need.

1. The costs measured at the sampled PHAs had ex-
tremely high dispersions. This seemed to provide the
focus for a number of pervasive issues:

(a) PHA activities carried out under Section 8 need
to be more consistently understood and carried
out. To rely on regulations to convey program-
matic content and procedures seems insufficient.
The PHAs seemed to need directly useful spot
assistance on specific problems they were en-
countering; concurrently, they seemed to be re-
luctant to consider HUD area offices as sources
of assistance.

(b) Within the need to encourage the limited adapta-
tion of the program to suit loca1 conditions, PHA
cost accounting procedures, linked w.ith recon-
sideration of reimbursement formulas, need to
be made more consistent and more useful to the
PHAs. The principal changes that should be con-
sidered revolve around severing cost recording
with budgeting" In many PHAs, costs are re-
corded to match budget content rather than to re-
cord costs incurred.

Many PHAs felt a degree of coercion by the area of -
fices in that they were "encouragedt' to participate in
the Section I program. Participation in the Section
8 program (and development of Housing Assistance
Plans) as a condition of receiving the CDBG needs to
be clarified. Linkage of these federal financing pro-
grams by the HUD area offices needs either to be rnade
explicit or prohibited.

2
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3" The policy of limiting certifications to the ACC allo-
cation needs to be examined, In particular, the value
of keeping a "fuU pipeline" of recipients who can find
places in available units needs to be determined. A
fuII pipeline would require issuing certificates in ex-
cess of the ACC allocation to compensate for families
that drop out of the program, overrun their allotted
tirne, or are dissatisfied with the units available.

4. The structure of the current reirnbursernent forrnulas
seems to be a reasonable basis for equitably covering
the PIIA costs and provides the basis for budgeting or
prograrn control. However, the administrative (main-
tenance) costs incurred did not comelate with the fair
rnarket rent" ALternati'.re structures that prcvi.de in-
centirres for PI{A efficienc;,,, based on either or-rtp,-:-t

measures or program performance, shouid be iurther
analyzed. The key consideration for this examination
is determining whether the forrnula structure reduces
the cost to the government and improves the chances
of rneeting program goals by involving the private sec-
tor in the housing of low-incorne families.

L.4 Forrnat of the Report

This report on the administrative functions performed and their
associated costs and fees presents our findings, conclusions, and recom-
rnendations resulting from this project. In particular, this Analysis of Ad-
ministrative Functions and Fees in the Section B kisting Housing Program
report discusses:

patterns of organizational placernent, staffing, and
operational procedures that seem to be both efficient
and effective in bringing qualified clients and poten-
tial housing units into the prograrn;

our analyses of the actual preliminary and adrninistra-
tive costs incurred by sponsor agencies and a compar-
ison of these costs with the reirnbursernent formulas;

evaluations of variables that affect adrninistrative cost
ieveis; anci

o



potential new cost-reimbursement methodologies and
the sponsor agency cost accounting procedures that
may be required by HUD to assure that the fee reim-
bursement methodology reflects serv'ice levels and
costs "

This report is organized as follows:

" Section 2, Methodoloq-y, describes the methodology
used to collect data from 30 PHAs sampled in the wes-
tern part of the United States (Sector C) and the ana-
lytical and statistical processes used to evaluate the
data.

Section 3, PHA Program Status, includes a descrip-
tion of the current status (in terms of experience,
size, and percent of lease-up) of the 30 PHAs visited
and generalized statements of the status of Section 8

PHAs in Sector C"

Section 4, General Administrative Management Find-
i.rgs, presents ou
current managem

r documentation and analysis of the
ent practices and procedures in the

sampled sites and in Sector C, reflecting such factors
as understanding of the program, organizational analy-
sis, and financial administration.

Section 5, Analysis of PHA Functions, provides a per-
formance and cost review of the specific PHA adminis-
trative functions carried out in the Section 8 program.
Both statistical and nonstatistical "service indicest'
are utilized.

Section 6, Analvsis of PreliminarY Fee, provides our
assessment of the preliminarY fees granted by HUD to
the PHAs, the preliminary costs incurred in perform-
ing the required administrative functions, and a com-
parison of the two.

Section 7, Analysis of Administrative Fee, provides
the counterpart analyses of the performance and costs
of the program maintenance functions and compares

I



these eosts with the greater of the 8.5 percent of FMR
or $15.00 administrative fee"

Section 8, Analysis of Alternative Fee Structures, pro-
r,ides our detaiied anaiyses of current and aiternative
fee reimbursement mechanisms.

10



2" METHODOLOGY

The analysis of adrninistrative functions was carried out on two
levels. The first (or overview) level sought to place the Section 8 activi-
ties of the PHA in an organizational context and an institutional setting"
The character and purpose of each sponsoring ageney were described in a
structured and quasi-quantitative m€ulner. Each agencyrs principal char-
ter(s) and the consequent derivative activities were identified; the overall
agency output activities were quantified with respect to the resource input,
the transaction volume and rate, and the scope and densiff of the potential
beneficiary and housing population.

Concurrently, the team delineated how the Section 8 sponsoring
agency (PHA) relates orgarizationally to loca1 general-purpose govern-
ment, how much it focuses and concentrates Section 8 functions within the
agency, and how it directs and controls these functions. This was done by
analyzing both the formal orgarizational structure (i.e., the actual lines
of authority) and the way staffs for the Section B functions were selected.

In this first leve1 of analysis, the team identified how direction
and staff activity of the Section 8 administrative functions were linked (if
at all) with other related housing programs of the PHA.

At the second level, our effectiveness analysis focused on the
Section I PHA management support functions themselves and the manner in
which they are conducted.

The effectiveness of the administrative function was determined
by analyzing:

the resources used in those functions (input);

the qualitative and quantitative results produced (out-
put); and

2.L

" the functions themselves and how they are performed.

Analysis of Resources Used

Each of the adrninistrative functions was analyzed and evaluated
for the resources used. The resource content was measured directly by

11



examination oi agency records (if such records were kept) or estimation
(if they were not). The measurement included the total resource content
of those functions and time distributions of their input. These measure-
rnent.s or estintates were verified by cross-checking with the staff compo-
sition as to nurnber and skills and their representativeness of the etl.nic
and social character of the jurisdiction.

,, Anal.ys is of the Results Produced

The volume of activity was measured directly or estimated
(e" g., head or unit counts of potential and actual beneficiaries or housing
lnits sought and inspected). The quality of the results was, of course, of
great significance and included examinations of "service (Ievel) indices"
for each function.

,D Analvs is of the !'unctions ald How Thev Are Performed

In conducting ttr-is actirrity, we examined principally the steps
that are carried out for each function and how decisions are made and the
criteria used.

,L Data Collection and Analysis Strategies

Because of potential variations in locaI PHA administration
practices, jargon, and organizational forms and the range of cost account-
ing methods, the survey required on-site interpretation and estimation"
For this reason, teams of cost accountants and consultants used question-
naires and interview guides which, while not open-ended, carried the in-
terviewer through a procedure and program for arriving at each specific
piece of information needed.

Specifically, the strategy included the following components:

development of appropriate survey instruments, in-
terview guides, and a procedure guide to standardize
cost collection procedures;

conduct of the on-site field survey;

analysis of cost and service level data; and

testing and validation of alternative methods for ana-
Lyzing service effectiveness and fee costs.

19



2.1. L FieId Survev

During this data gathering task, various members of the proj-
ect team visited the 30 PHAs to:

identify the specific levels of administration services
offered at each site as part of both preU-minary and
administrative maintenance services (e. g., activity
rates, including contacts made, client income ana-
lyzed, units inspected);

characterize the organizational and functional pro-
cesses for carrying out Section 8 administration ac-
tir,'i.tie s;

evaluate service results (e. g., housing units quali-
fied relative to the potential market, families suc-
cessfully placed in the program), using the measuring
techniques previouslY deve loPe d;

document and estimate, if necessary, the actual ser-
vice delivery costs for each activ-ity; and

evaluate the accuracy, consistency, and validity of
any cost accounting and cost allocation procedures
used to develop administration services budgets and

periodic cost reports.

Although the field survey did not include a financial audit of the

accounting systems in each agency, the field work utiiized docurnentation
of the major accounting procedures and controls (e.8., timeSheets, activ-
ity reports, vouchers) used by the PHAs to control administrative activity
and to allocate costs to specific administrative services elements- To de-

velop costs on a comparable basis from site to site, the field work also
required the team to reallocate cost categories and make estimates of aI-
locations on the basis of the table variables and "standard definitions" pre-
viously developed.

13



2.4"2 Analysis of Cost and Service Level Data

This task involved the cross-site analysis of administrative
function definitions, service levels, and cost" It consisted of four major
activities:

An analysis of the different approaches to service de-
Iivery by each administrative component. For exam-
p1e, the various outreach and client-counseling meth-
ods used at each site were documented and compared
for both similarities and differences"

An analysis of the different cost allocation and cost
accounting procedures used at each site. For exam-
pIe, some of the adrninistration services required an
allocation of personnei costs (salary) to more than one
firnction (e. g., outreach, certification, counseling).
Differences in approaches for accounting for these at
the various sites required special consideration. In-
direct costs were also developed and allocated to the
analysis of preliminary ongoing activities.

An analysis of the relationship between actual costs
(modified as necessary by our revised cost alloca-
tions) a::d the fees paid by HUD.

Ananalysis of those factors impacting the cost of ser-
vice 1eveIs at each PHA. For example, the character-
istics of the sponsor agency and the market served
(e. g. , geographic size and density, number of units)
that appeared to impact service unit cost levels directly
were identified and analyzed.

2.4.3 Tes ald Validation of Alternative Methods for
ervice Effectiveness and Fee Costs

As a result of the analyses described above, the team developed
alternative methodologies and formulas that could be used to estimate ad-
ministrative functional activity rates and results and to calculate fee lev-
els. Each hypothetical methodology was tested using the actual sponsor
cost data previously obtained" We anticipated being able to produce a for-
mula for fee pa;rments not significantly more cornplex than the FMR basis
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now in use. The results of each test were analyzed in terms of such cri-
teria as the ease with which the particular methodology could be imple-
mented through revised cost accounting procedures at each sponsor agency

and the relationships between the calculated amount; the actual, prelimi-
nary, and administrative costs; the potential costs savings to HUD; and

the risk of potential reduction in service levels (and consequently in opera-
tional effectiveness) by the Sponsors if the incentive of the revenue-to-cost
spread were reduced.

Presentation of Data and Results2"5

Data on costs and service leveIs in the categories described
were developed for each PHA" Each statistic was formulated with a set of
data points, each point representing a value measure for that variable at a
pHA. The data were aggregated by various categories, each expressing
an independent variable that we considered as potentially influencing the

cost and service 1evel statistics of interest. These might include such
considerations as ACC size, months since ACC, and whether a PHA is in a
non-Metro location.

These statistics are presented in tables in the following sec-
tions aggregated by the significant PHA characteristic classifications,
such aggregations and averages being developed directly from the measure-
ments and estirnates made at the sample of PHAs"

Such metric values of the statistics are of interest in that they
characterize what the field teams actually experienced" However, w€ rec-
ognize that the calculated values of these statistics (averages) may not be

accurate insofar as the data points that are the basis for these calculations
do not exist (in frequency of occurrence) in the overall PHA population as

they do in the sample of PHAs at which the data point measurements were
made.

To reduce the bias in the directly calculated sample values of
costs and service indices, each appropriate data point has been adjusted
or weighted to reflect the true frequency that its PHA source appears to

have in the general population of PHAs in Sector C (western United States).
AII calculations, conclusions, and significant findings are based on the

corrected or weighted. values of the statistics generated. The weighted

values of costs and service indices referred to above are shown in the

tables, exeept when the d.irect measurement or uncorrected values were
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required; in those cases the tables are appropriately labeIed. Therefore'
the eorrected values are labelled "Sector C.tt The direct sample measure-
ment statistics are labelled "samplG]-

The reader should not be misled as to interpreting the Iabel
ttsample" as meaning representative sample; in fact the sample that was

drawn was a disproportionate sample of Sector C. Therefore, the un-
weighted sample results are not appropriate for program evaluation inter-
pretations.

A detaited description of the weighting procedure is shown in
the Appendix"

' Sections 5 through ? include estimates of statistical validity and

confidence intervals. We have not dwelt on this issue at length because of
the overali sarnple size (30 PHAs). Subclassification of the sample further
weakens statistically based arguments, and therefore we have frequently
included nonstatistical arguments and analyses.

The Appendix also includes an analysis of the statistical accu-
racy procedures used and tlreir importance in the analysis.

TheWestatWorkPlanDocumentofSeptemberlg6?de-
scribes in detail the methodology employed.
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3. PIIA PROGRAM STATUS

The PHAs sampled represent various lypes of communities in
Sector C, and the challenges faced by the PHAs vary accordingly. This
section contains a summarY of:

the population of the jurisdictions;

the types of communities within the jurisdictions;

the dispersion of reciPients;

the reasons why the PIIAs applied for the program;

the implementation problerns encountered; and

the levels of program achievement attained as of
the date of the survey.

These data are both presented for the 30 PHAs sampled and projected for
Sector C.

Section 2 and the Appendix describe the limitations on the pro-
jections for Sector C. In this section, where tJ:e analysis presents a per-
cent of PHAs as projected for Sector C, the 90-percent confidence interval
of that percent can be determined from Table 3-1 below.

Table 3-I

Confidence Interval for Sector C

hoportion hojections

PBOJECTED PERCENT OF SEGTOR C

PHAS (%)

g(t.PERCENT CONFIDENGE INTEBVAL
t%t

10 or 90

30 or 70

50

!17
+18

+20
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Wren the analysis presents a cohtinuous metric value (i. e., not a percent
of PHAs) projected for Sector C, the confidence interval has been exclu-
ded. This approach has been employed because the relatively small num-
ber of PHAs sampled in a relatively large dispersion (i. e., standard devi-
ation) and the estimation of the true standard deviation (i. e., standard de-
viation for the 30 PHAs sampled times the design effect constant of 1.3)
would result in a relatively large confidence interval.

3.1 Jurisdiction Characteristics

The jurisdictions of the PHAs sarnpled ranged in population from
2,OOO to 2,000,000. For the 30 PHAs sampLed, 50 percent served a popu-
lation of less than 100, 000, which projeeted to 67 percent of the PHAs in
Sector C. Table 3-2 summarizes these findings.

Table 3-2

Summary of Sector C Jwisfiction Population

JU RISDICTION POPU LATION

PERGENT OF PHAS

Sampled Sector C

Under 50,000

50,000 to 99,999

100,000 to 499899

500,000 and over

TOTAL

30

20

21

23

100

38

29

25

I

100

(N=3ol

Ttre proportionate over-representation in the sample of PIIAs
of 500,000 or more in jurisdiction population is indicated by this tabIe. A1-
though agencies with this large population represent 23 percent of the
PHAs sampled, only B percent of the PHAs in Sector C are projected to
serve a a population of 500,000 or more. (Tab1e 3-3 presents population
by PIIA sampled. )
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Table 3-3

Summary of Jurisdiction Characteristics by PHA

&rburt of
Lrr!. City

SITE
POPUTATIOil OF
JUElSDtCTr0X

(a)

EST]UATEO
FAftuEs ril

JUR|SDICTtOt
(bl

PERCEf,T OF
FAMlLIES
EtIGIBI.E

TYPES OF JUBTSDICTIO'U

0prn
Dourlty

Sorll
City

9rbult of
Sndl City

llldium
6tv

$brrt ol
U.dium City

Ltrgl
otv

I

?

J

4

5

5

1

I
I

l0

11

12

t3

14

15

l6
t7

IB

l9
20

2t

22

z3

24

25

26

27

28

?9

30

5m,000

9 14,000

401.000

I 30,000

62,500

44,500

216,000

2r 200

43,200

24,750

2,000

82r,000

170,000

8,000

96,000

1 35,000

350,000

26.000

80,000

54,600

447,000

750.000

225p00

65,000

2.000.000

700I00

9s.000

556,700

43r00

48p00

450,000

280,000

103.000

38,700

16r00

26,000

63.000

5,895

6r00

8,700

500

66J50

39,000

2r00

25.000

33I00

127,000

8,300

25p00

3r roo
w347

19r,385

78.800

24 p00

597,700

7,500

31 214

r 62,t00

14,000

15,725

44

45

u
44

44

42

ll
't2

I
11

18

90

48

34

l9

10

7

36

31

37

35

38

37

23

22

I
t0

t8

?0

8

x x

x x

x
x

x

x

x

x

x
x

x
x

x
x

x

x

x
x

x

x
x

x

x

x
x

x

x

x

x
x

x

x

x

x
x

x
x

x
x

x

x
x

x
x

x

x

x

x

x
x
x

x

x

x

x
x
x

x
x

x

x

x
x x

x

x

x

x

x x

(a) as reported by PHA.

(b) as reported by HUD Area Office. These data are inconsistant with ths

PHA-reported population for some shes and mey be lttributablo to

different perceptions of the iuridiction boundarios'
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The HUD area offices have estimated that the eligible families
in the PHAs sampled represent frorn 7 to 90 percent of the families resid-
ing within the jurisdiction. The rnajority of the pHAs sampled (73 percent)
and as projected for Secto" C (Zg percent) are estimatecl to serve jurisdic_
tions in which le.ss than 40 percent of the farnilies'are eligible for the Sec-
tion B prograrn (Table 3-4).

Table 3-4

Family Eligbility Distribution in Sector C

ESTIMATED PEBCEITIT OF FAMITIES ELIGIBLE PEBCENT

0F PHAS

Under 20

ZU I.U CU

40 and over

54

25

21

TOTAL 100

(N=301

These data by PHA (see Table 3-3) indicate that the need for rental subsi-
dies to households is not simply a factor of the jurisdiction population. As
would be expected, other socioeconomic factors influence the relative need
in a jurisdiction for a program like Section 8.

Staff at the PHAs sarnpled were asked about the type of commu-
nities within their jurisdiction. As indicated by pHA in Table 3-3, the
PHAs sampled served a variety of community types. Table 3-5 summa-
rizes the responses clf the PHA staff.

Table 3-5
PHA Staff Responses Regarding Cornmunity Type in Sector C

TYPE OF AREA SERVED BY PHA
t"

RCETUT 0F PHAs
(t{ = 30}

NUMBEB 0F PHAs

BY TYPE

0pen country, small housing clusters

Small city/town (under 50.000)

Suburb of small city/town

Medium city/town (50,000-250,000 )

Suburb of medium city/town

Larse city (over 250.000)

Suburbs of iarge ciry

46

69

22

35

17

3

i3

13

19

12

11

7

5

5
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These responses indicate that the Section 8 program in Sector C is pri-
marily serving rural tSpes of communities, with a projected 69 percent of
ttre pIIAs in Sector C serving a city/town with a population under 50,000"
Ween compared to the projected 38 percent of the Sector C PIIAs serving
a jurisdiction of under 50,000 total population, these data indicate that ap-
ppoximately 30 percent of the PIIAs in Sector C serve a jurisdiction com-
prised partly of a smalI city/town and partly of other cornmunity types.
pI{As Number 3, L7, and 28 indicated that the PHA jurisdiction included
L.oth sma1l and larger (over 250,000 population) cities.

Information about the dispersion of eligible farnilies within the
pIlA jurisdiction was not readily available" PHA staff were questioned'
however, about the relative dispersion of the recipients" Ttrese responses
are summarized in Table 3-6 below as a surrogate of the eligible popula-
tion dispers ion:

Table 3-6

PHA Staff ltesponses Rcgarding Relative
Dispersion of Recipients in Sector C

These responses indicate that (1) the recipients, whether minorit;r or not,
are generatly scattered throughout the jurisdiction and (2) presumably the

eligible population is also dispersed" Of note is that three PHAs indicated
thal minority recipients are concentrated in one area while none of the
pHAs indicated that the recipients in total were concentrated in one area.
From the data available, 1r,r€ cannot conclude whether this is because the

BECIPIETTIT

cLASStFICATI0tU

PEBcEIIIT 0F PHAs WITH BECIPIEI{TS

Concentrated
in One Area

Conc,entrated

in A Few Arcas
Scattered Total

All Section 8 Becipients

Minority Recipients

t6

28

84

64

100 (N = 30)

100 (N = 26)
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minority population is concentrated in one area, because the PIIA is at-
attracting arld certifying rninority households from only one area, because
the rninority recipients have opted to reside in the same area, or because
of some other factor(s).

5. Z Program Experiences

A strong need for 1ow and moderate income housing appeared as
the most important factor influencing the decision of a PHA to participate
inthe Section 8 Existing Housing Program (see Table B-?), according to
PI{A staff. Encouragement by local elected officials was considered by
PIIA staff to be a relatively important factor in the decision to participate
in Section 8. Encouragement from loca1 cornmunity organizations and
property owners, however, was not considered to be irnportant to the deci-
sionmaking process. A high vacarrcy rate for rental units was not consid-
ei'ed to be an i::nportairt factor in the decision to participate. ilowever, the
data do not indicate whether a high vacancy rate existed at the tirne thede-
cision to participate was made. Ttre relative importance of the factors in-
fluencing the decision to partieipate is projected to be about the same sec-
torwide as for the PIIAs sampled.

Table 3-7

_Factors Influencing Decision to Pirticipate in
Section I Existing Housing hogram in Sector C

FACTOR
AVEBAGE LEVEL 0F IMP0RTAI'IGE

(trt = 30)

The area had a strong need for low and moderate income housing

There were no other new housing programs available

There were no new construction programs available

Local elected officials encouraged participation

The H UD area office encouraged participation

The agency attempB to apply for all available housing programs

Local co m m un ity organizati ons encoura ged participati on

The locality would have lost community development block grant

funds had the agency not applied

Local p roperty owners enco ura ged participati on

There was a high vacancy rate in the area

1.2

1A

1.6

1.6

1.6

2.1

ls

2.5

2.7

2.8

Legend: 1.0 . vary important
2,O - somairhat important
3.0 - not at all important
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The HUD area offices were reported by the PIIAs to have made
a varieQr of efforts to encourage PFIA participation in the Section program.
These efforts are summarized in Table 3-8. Of particular note is the fact
that approxirnately 43 percent of the PIIAs sampled indicated that the HUD
area office had pointed out that Community Development Block Grant fund-
ing could be related to participation j,n the Section B program.

Table 3-B

Area Office Efforts to Encourage Participation in Sector C

EFFORT PEBCENT 0F PHAS

Made phone calls, visits, penonal contacts and/or

sent letters.

Hold general information meetings to explain the
pr0gram.

Sponsored training sesions t0 assist in preparation

of applications.

Pointed out that CDBG funding could be related to
participation in the Section I program.

&nt the PHA more than one invitation

8l (N=30)

77 (N=30)

68 (N=301

49 (1t1=391

29 (x=291

The primary implementation problems encountered by the PEIAs
sampled have been related to the locating of units rather than to finding
qualified applicants (Table 3-9), Finding landlords has presented minor
problems to the PHAs, as has finding units that meet PHA housing quality
standards. Finding applicants in general and, specifically, finding minor-
ity, low incorne, or lower income applicants have presented no major prob-
lems to the average PHA.
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Legend:

1.0 - maior problem
2.O - minor problem
3,0-notaproblem

Table 3-9

Potential hoblems with Implementation
of the Seetion I hogram

in Sector C

PROBTEM AVERAGE MAGtt|]TUDE OF PBOBLEM

Finding units with three or more bedrooms

Finding units renting within the FMRs

Certified households having difficulties in searching for units

Landlords not wanting to rent to large families and/or welfare

families

Finding landlords who are interested in participating

HUD supplied materials are not understood by certificate

holders

Too few staff available to assist households in their search

for units

Finding units that meet the housing quality standards

Getting landlords to accept conditions of lease

Explaining the program to households

Being unable to assist homeowners with this program

Explaining the program to landlords

Cannot use the program for emergency housing

Utility allowances too high

Utility allowances too low

Finding lower income households as defined by Section 8

Too few minority applicants

Finding enough people to apply so that the ACC allocation

is fully used

Training staff to administer the program

Conducting inspections in timely fashion

Community and/or landlord concem about potential

applicants from outside community

Finding very low income households as defined by

Section 8

1.3

1.4

1.5

(N=2el

(N=30)

(N=30)

(N=23)

(n=30)

1.8 (N=30)

1.7

1.8

1,9

1.9

2.1

2.3

2.4

2.5

2.5

2.4

2.6

2.7

2.4

t t\r-JU,
(N=s0)

(N=30)

(N=30)

(N=30)

( N=s0)
(N=30)

(N=30)

(N=30!

(N=301

(N=30)

2.6

2.7

2.1

(N=30)

(N=30)

(N=30)

2.7 (N=30)

3.0 (N=30)
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The PHAs responded to a series of questions about administra-
tive problems encountered. As indieated in Table 3-10, they did not have
major problems with any of the potential areas presented. The PHAs did
indicate that minor problems had been encountered with the total paper-
r,vork required for the Section 8 program and with receiving adequate and
tirnely instruction, explanation, and clarification from the HUD area of-
fices.

Table 3-10

Problems with the Administrative Work
Involved in the Section B Program

in Seetor C

PBOBLEM

1.0 - major problem
2.0 - minor problem
3.0-notaproblem

AVEBAGE MAGI{ITUDE OF PBOBTEM

Amount of total paperwork in the Section 8 program compared with

other housing programs the PHA has administered

Receiving adequate procesing instructions from the HUD area

office

Getting enough explanation and clarification on program require-

ments f rom the H UD area office

Getting prompt H UD area office action

Adjusting to changes in Section 8 regulations

Amount of time involved in verifying application information

Beceiving payments for requisitions on time

Having cash on hand for start-up costs prior to first requisition

PHA staff not understanding how the program operates

Processing and sending out payments to landlords

1.8 (N=29)

1.7 (N=30)

2.0 (N=30)

2.1 (N=301

2.5 (N=30)

2.7 (N=30)

2.5 (N=30)

2.5 (N=30)

2.7 (N=30)

?.8 (N=30)

Legend
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Landlords most frequently decide not to participate in the Sec-
tion 8 Existing Housing Program because the fair market rents are too low,
according to tJ:e PHAs (see Table 3-11)" Ttre next most frequent reason is
a lack of landlord desire to be involved in a governrnent program. This
may partialty explain why the PI{As considered the finding of units a rela-
tively rnajor implementation problem. Specifically, finding landlords 'rril1-
ing to participate was considered by the PHAs to be a minor problem
(Table 3-9)" Thir(y percent of ttre PIIAs sampled indicated that landlords
state that they do not want to participate because they do not like the poten-
tial tenants. In evaluating implementation problems, the PHAs on the
average indicated that landlord unwillingness to rent to large families andl
or welfare families was between a major and minor problem.

Table 3-11

Reasons Why Landlords do not Participate in hogram in Sector C

BEASON

PERCENT 0F PHAS (N = 30)

ln Which Reason Cited
ln tlYhich Beason Most

Frequendy Cited

Do not wish to be involved in a government
program

Bents unit widrout Section 8

Fair market rents too low

Adverse perception of program

Too much paperwork

Do not wish to make repairs

0ther

Do not like potential tenants sent by PHA

Lease restrictions

9t

87

75

65

48

54

43

36

13

17

I

44

6

I

I

I

Z6



In general, local goverrunent officials were reported by the
pIIAs to be Supportive of the program. l,ocal media were also considered

to be supportive, although not as supportive as the 1ocal governrnent offi-
cials.

3"3 Evaluation of Program Results: Conclusions

The 30 pHAs sampled reflected different program levels. The

nurnber of units authorized under Annual Contributions Contracts ranged

from 22 to 2,100; the number of authorized units per 100 eligible families
ranged from 0"8 to 42"9; lease-up ranged from 15 to 100 percent; and the

.ro-b., of months since execution of the Annual Contributions Contract
ranged from 4 to 16. These and other indicators of prograrn levels are

prelented in each of the 30 sampled sites in Table 3-12.
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Table 3-L2

hogram Ipvel Indicators
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I
I
I
t
I
I
I
I
I
t
I
I
I
t

I

2

a

4

5

6

7

8

I
t0
ll
t2

I3
14

l5
t6

17

l8
t9
20

21

22

23

24

25

26

27

28

29

JU

1-2

1.5

,11.1

3.2

6S

1.2

2.2

9.4

t 6.0

4.2

17.8

2.7

1.t

6.7

1.2

3n
1.4

3.5

1.7

1.4

3.1

t.5

0.9

1.8

1.8

74.0

2.4

4.7

4.1

6-D

72

85
no
UO

cou9

82

l5
2t
30

80

39

55

42

t00

75

45

96

54

95

56

36

27

37

30

85

45

58

100

57

89

JO

5

39

28

t0
a1

21

l5
85

12

70

20

I
10

4

5

It
14

24

34

23

7

19

42

17

1l

tt

65

49

89

69

57

98

22

51

56

74

30

57

75

88

90

41

16

35

30

100

99

62

28

65

87

43

60

6t

50

Dl'

1.9

1.7

1'
Ll

1'

1.4

1.6

1.3

1.6

1.4

2.6

3.7

1.3

2.4

1.7

1.5

1.3

I.5

33

1.2

1.3

1.1

1.1

1.5

1.1

1.5

1.4

1.3

1.3

1-2

l-u

27

50
t
I

17

l0
43

24

18

1l

13

50

39

90

ll
25

2

I
92

14

4

3

26

r3

t5
3

17

1

1l

13

13

IE

t1

12

I
11

I
I
8

I
15

12

7

4

l3
1l

tl
12

I
10

11

10

l3
10

I
12

l3
10

o

1 ,6I9
I 

"380I noE

232

3s0

126

466

55

70

95

22

1,182

fi8
60

100

80

150

109

159

162

981

944

413

55

2,100

300

50

1,U4

65

tco

0.8

1.1
,,t

1.4

5.0

1.2

6.7

7.7

12.7

6.3

24.4

2.0

0.6

7.6

2-1

2.4

1.7

3.6

1.4

1.4

3.2

I.3

1.4

1.0

1.6

42.9

1.6

4.6

2.3

r J.u

1.9

3.1

tc

,1

12.1

1.2

9S

183

28.1

5.7

60.0

48
1.5

8.1

1.3

7.2

8.9

t 0.0

5.6

1.4

3.2

2.5

3.3

2.8

2.1

171.4

4.0

7.7

8.2

i 5.i
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The status of lease-up is significantly affected by certificates
of participation issued and outstanding, as indicated in Table 3-13.

Table 3-f 3

Lease-Up Status in Sampled PHAs

(N=301

The commitment of authorized units, Ieased units plus outstand-
ing certificates, ranges from 30 to 100 percent, compared to a low of 15

percent leased up. Whereas 30 percent of the PHAs were less than 40 per-
cent leased up, only 7 percent w-ere less than 40 percent committed, and
the 13 percent over 90 percent leased up increases to 50 percent ofthe
PHAs over 90 percent committed. Of the two sites with less than 40 per-
cent of the authorized ACC units committed, one has certified only 22 per-
cent of the applicants and the other has certified 74 percent of the appli -
cants but has received less than one application per authorized unit.

AtI of the PHAs that had been under ACC for less than 10
m,rnths were less than 90 percent leased up, with a majority less than 65
percent leased up, and all of the PHAs that had been under ACC for more
than 12 months lvere over 40 percent leased up, with a majority between
66 and 90 percent leased up.

PERCENT OF AUTHOBIZED ACC UNITS

PERCENT 0F PHAS

Units Leased Units Committed

Under 40

41-65

65-90

0ver 90

Percent

Percent

Percent

Percent

30

27

30

13

7

27

17

50

29
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4. GENERAL ADMINISTRATTVE MANAGEMENT FINDINGS

Section 3 described the general status of the Section 8 Existing
Housing Program. This section describes in general the orgarization and
finaneial administration of tl:e PIIAs sampled and contains some prelimi-
n.ary analyses of PIIA characteristics, both programmatic and adrninistra-
tive, that appear to impact the program.

The statistics presented in this section are projections of the
30 PIIAs sampled in Sector C and are subject to the same limitations de-
scribed in Section 3"

PI{A Adminis trative Orsaniz ation Characteris tic s

The majority (70 percent) of the PIIAs sampled and an esti-
rnated majority (65 percent) of the PIIAs in Sector C are locaI housi.ng au-
ttrorities administering other housing programs. Ttre types of PHAs sarn-
pled are summarized in Table 4-1"

Table 4-t

Typ". of PHAs in Sector C

TYPE OF PHA PEBCENT 0F PHAS

Local Housing Authority

Local Housing and Redevelopment Agency

Local Govemment Body

Other

55

17

5

13

TOTAL 100

Percent of agencies administering other housing programs as well 66

(N=30)
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Most (?? percent) of the PHAs sampled existed prior to the Sec-

tion 8 prograrn, which projects to 86 percent of the PHAs in Sector C hav-
ing been established. for non-Section I purposes. Ttris finding is not sur-
prising because approximately 57 percent of the PHAs sampled and an es-
iimated 60 percent of the PHAs in Sector C have existed for more than 5

years (i, e" , were created before enactment of the Section 8 legislation).
The age of agencies (in years) and the age of the Section B program in the
agencies (in months) are summarized in TabLe 4-2"

Table 4-2

Age of Agencies and Section 8 hogram in Sector C

AGE PEBCENT 0F PHAs

Number of yean agencY has existed

1 or les
zto 5

6 to 10

over 1 0

31

I
31

23

T0TAt (N=3o) 100

Number of months since ACC execution

0to3
4to9
10 to '12

over I 2

;
38

ll

100T0TAL (N=3o)

Within the administrative plan of many sampled PIIAs, explicit
procedures exist for systematically specializing the work necessary to a-
tfri".r" the pIIA's objectives. Different tasks are assigned to different po-

sitions and sections, branches may be created in dispersed locations, and

administrative responsibilities are subdivided among staff personnel and
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managers on various levels. Ttre larger the PIIA and its scope of respon-
sibility, the more pronounced are the characteristics of its adrninistrative
organization. This is aJ.so the case for ottrer programs being adminis-
tered.

Table 4-3 illustrates the characteristics of PIIA administrative
orgarizations by:

Metro or non-Metro; and

. number of housing units under ACC.

Some general findings on the sampled PHAs are:

non-Metros use only PIIA staff to perform inspec-
uulID,

Section B programs in high population areas are
more like1y to have specialized staff; and

a positive correlation exists between population and
ACC size.
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Table 4-3

PHAAdministrativeorganizationC}raracteristicsofSampledPHAE
(N = 30)

TULL.TIME SECTIOi 
'PNOGBAU BAXAGEB

(xl

rutL-flf,E SECTl0x
CEBTlFlCATIOf,

(xl

I USE PHA STAFT
as tt9ECTon

(t()

YES It0
YES il0 YES NO

POPU tATIOIt
il

t?

38

l{l

8g

83

62

57

44

67

75

86

55

25

l4

1l 89

100

15

51

<50h:

50.1 00 K

100-500K

>500 K

25

43

50 13 87 r00

l{on-M.lro

Matro

50

73

't1 sd 33
27

ACC SlzE

0.t0 unitr

7 1.1 30

r31.399

400.s99

ovrr 999

43

50

7l

r00

83

11

50

E

l7

t7

25

67

100

83

100

l5

100

5'7

12

50

68

33

tl'

50

163

PHA ADtrIXISTEB
PBO6FAMS OTHER THAf,

sECTl0Il 8
PAI

YES x0

56

33

88

86

44

L1

r2

l4

50

83

50

't7

29

8:l

85

100

57

7t

l7

l4

33

1T*onty+im prrcrnt ur t ombindion ot bdh

2s.r* 
"*.- 

,a . -hbidioE of bdh'
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4.1"1 Prograrn Director- -Section 8

A program director has the overall responsibility for develop-
ment and execution of the Section 8 programs. A PHA within a population
jurisdiction of less than 100,000 population is less likely (53 percent) to
have a fulltime (spends 75 percent or more of a 40-hour work week onSec-
tion B) program director than a PHA within a jurisdiction with more than
100,000 population (80 percent). Of the Metro sites sampled, Z3 percent
had fulltime program directors, while only 50 percent of the non-Metro
sites sampled had a fuIttirne prograur director. In many cases, Section 8
programs in 1ow population areas are not large enough to warrant a fu11-
time prograrn director, or the PHA rnay administer programs other than
Section B and "share" management ski1ls. PHAs in higtr population areas
are more likeIy to have program directors because of the large numbers
of eligible families, additional staff, and the experience needed to manage
a diverse and complex program"

/-1' Certification

A person who is certified as fuIltime (spends ?5 percent or
more of a 40-hour work week on Section 8 and 75 percent or more Section
8 time on one function) has the responsibility to determine and certify the
eligibility of potential recipients. In most cases, general PIIA staff are
responsible for the certification of Section 8 applicants. For sampled non-
Metro sites, 87 percent use general PHA staff. At Metro sites, 77 per-
cent use general PIIA staff, while 23 percent use fuIltime certification
staff.

PIIAs in high population sites generally have more and older
housing programs and therefore have more staff and use specialized posi-
tions. This suggests that mature agencies tend to administer the Section
8 program with staff comparable in training and professional development
to the staff they employ on their other programs"

4.L"3 PIIA Inspection Staff--Se ction I

Inspectors have the responsibitity of determining whether in-
spected units meet PIIA Housing Quality Standards" hr most cases, Section
B programs utilize PHA staff to inspect units. A11 of the sampled PFIAs in
non-Metro sites reported that PHA staff performed inspections. At Metro
sites, 60 percent use PHA staff, 33 percent use local inspectors only, and
7 percent use a combination of botlr.
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4" 1. 4 Professional Staff

PIIA staff were asked the question, "How many of your agencyrs
staff would you classi{y as professionals in the field of housing ? " Ttre
pIIAs sampled in non-Metro areas had fewer professionals per 100 ACC
units than did the PEIAs sampled in Metro areas, as indicated in Table 4'4.

Table 44

Distribution of PHA Professionals

in Sampled PHAS

4. 1.5 PIIA Staff AdministerinE Programs Other Than Section 8

pHAs in low population areas are less likely to administer pro-
grams other than Section 8. Many PHAs were formed in low population
areas for the explicit purpose of administering the Section 8 program,
which has since 7974 been the principal federal housing program for 1ow-
income persons "

pHAs in high population areas are more likely to adrninister
housing prograrns other than Section B (e.8., Section 23)" Higher popula-
tion areas have a greater need for diverse housing programs to reach eli-
gible clients and provide adequate housing than do lower population areas.

4.L"6 Popula tion versus ACC Size

As expected, there appears to be a positive correlation between
population and ACC size: relatively large populations tend to be associated

SITE

NUMBER OF

PNOFESSIONALS

PEB IllO ACC

UNITS AUTHOBIZED

t{

Metro

Non-Metro

All PHAs

5

2

4

21

8

2S
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with relatively large ACC sizes, and relatively low populations tend to be
associated with relatively low ACC sizes (Table 4-5)"

Table 4-5

Distribution of PHAs by ACC Size in Sector C

IIY=JUI

4"2 Financial Administration

Although the PIIAs generally do not have fulltime accountants
for the Section 8 program, 93 percent of the PEIAs sampled maintain sepa-
rate books of accounts for the program, which projects to 95 percent of the
PHAs in Sector C. The methods of cost allocation, however, are not con-
sistent. As illustrated by the summary findings in Tab1e 4-6, the rnajority
of the PIIAs do not use the HUD definition of preliminary and administra-
tive (maintenance) costs.

Table 4-6

Cost Allocation Methods in Sector C

No dinioction

H UD definition

Percent of leE${p

Administratiw aher all units leasdtp

AdmininEtiw aftsr ACC oxecution

Adminislratiw Efter fict yrar

Time rsporE

0ther

z?

't0

t3

20

5

5

13

tl

NUMBEB OF UNITS UIUDEB ACC

PEBCENT 0F PHAS

24

42
23

I
3

0-70

7t-130
13l-399
400-s99
Over 999

TOTAI- 100

METHOD OF ATTOCATIITG COSTS BETWEET
PBELIMIIUARY A]ID AOMIITISTBATIVE ACTIVlTIES PESCE'{T OF PHAS

TOTAT t00

(N=30)
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Of the 30 PHAs sampled, 4? percent use a standard overhead allocation
rate for Section B, but only 3? percent allocate overhead separately for
prelirninary and administrative activities (the projected Sector C percent-
ig." are 34 percent and 23 percent, respectively. )

The Section B program in the PHAs sampled is funded primarily
by the ACC award. However, almost half of the sampled sites also re-

"Li-r" some form of financial assistance or in-kind contributions (Table

4-71" This other assistalce is predominantly in the form of staff time, of-
fice space, or financial assistance such as CETA funds.

The majority of the PHAs sampled perform aII Section B func-
tions with PHA staff" Of the PHAs sampled, 2? percent contract for Sec-

tion 8 functions, as sumrnarized in Table 4-8.

Table 4-8

Source of Staff by Function in Sampled PHAs

FUNCTION

PEBCENT OF PHfu SAMPLED

Contracted

in Fart

CurrentlY

Contracted

7

20

7

3

3

3

7

20

3

3

7

21 27

(N=3ol

Of particular significance is that the inspection of units was the rnost fre-
quently contracted service (20 percent of the PIIAs sampled). This func-
tion might be expected to be performed on a contractual basis since it re-
quires inU" in a specialized discipline and on an intermittant basis.

0utreach to Households

Enrollment and Certification

lnspection of Units

Working with Certificate Holders

Working with Landlords

Makinq Payments

Percent of PHAs with at least one function

en
JI
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Table 4-7

Types of Non-ACC Funding for PHfu by PHA Sampled

x

x

SITE

xx

x

x

h

x

x
x

x
x
x
x

x
x

x

x

I

2

4

5

6

1

8

t0

1l

i?
l3
l4
l5
l6
l7
l8
l9
20

21

22

23

24

25

26

21

28

29

30

x

X

x
x

x
x
x

X

x
x

x
x

x

x

X

x

x

x
x

x

x

l4

TYPE OF ASSISTAIICE

RECEIVED
ir0il-sEcTt0ir I

ASSTSTAilCE Officc
Sprce

Strff Tim!
lor

lnspEtiont

Othrr
Soff Timr

Other
Finrcid
fuistane

othcr
ilonfinenciel
Asiitrnc!

Total
Number
of PHAs
Sampled

5

Percent of
30 PH As

Sampled
41 t0

6 3 6

20 23 20 l7

Percont

ol

Sector C

46 1t t8 23 l3
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4.3 Observed Popul ation Groups

For purpose of analysis, the 30 PHAs sampled have been stra-
tified by several of their characteristics. Primary among these are:

Metro (73 percent) versus non-Metto (2? percent);

number of months since ACC execution (see above);

number of years administering housing programs
(see above);

ACC size in units;

percent of lease-up (see Section 3); and

whether the PHA administers other prograrns (see

above).

As indicated, most of these characteristics have been surnmarized for
the 30 PHAs sarnpled and as projected for Sector C" The ACC size
in units is as summarized in Table 4-5.

In the remainder of this report, the findings about a particular
variable are presented for a subpopulation defined by two or rnore of the
above stratifications. To facilitate the interpretation of those findings, the
primary subpopulations are presented in Table 4 -9. The subpopulations
resulting frorn the combination of Metro versus non-Metro and ACC size
are presented, along with the subpopulation generated by each of the two
stratifications being paired with the number of months since ACC, the per-
cent of lease-up, and PoPulation.

Ttre analysis of Metro versus non-Metro indicates tl:at the sam-
pled non-Metros are all:

under 10 rnonths since ACC;

under 90 percent leased-uP;

under 100,000 in jurisdiction population; and

under 750 units in ACC size.
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Table 4-9

himary Subpopulationa in Sector C

Ftr

(N=30)

DESCRIPTIOT{

PERCENT 0F PHAs ACC UNITS

Metro Non-Metro Total 0-70 7 l-r 30 l3l-399 400.999 0vsr 999 Total

Number of months sinco ACC

0-3 months

4-9 months

1 0-l 2 months

over I 2 months

Totel

6

38

lt

55

45

45

5l
38

il

100

l8
4

7

24

26

I
1

42

7

l6

23

8

8

I

2

3

5I
38

I1

100

Percent of leaso-up

under 40

41-65

66-90

over 90

Total

I
12

17

18

55

20

21

4

45

28

33

21

l8

100

6

6

l0
2

24

I1

t5

t6

42

3

il
I

?3

I

8

I

2

3

28

33

21

IB

100

Population

undor 50,000

50,000-t 00,000

I 00,000-500.000

ovar 500,000

Total

t0
12

25

8

55

?8

17

45

38

29

z5

B

t00

20

4

?4

l6
T5

lt

42

2

10

7

4

23

6

2

8

I
2

3

3B

2S

25

0

100

ACC unlts

0-70

7r.130
I 3l-399
400-999

over 999

I
16

z0

I
3

l6
26

3

24

42

23

I
3
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The PHAs with less than 100 units in ACC size are less than 500,000 in
population. Tnose PHAs of ?50 units and nrore in ACC size are 100,000
and over in population. The finding that the non-Metros are both under
10 m6nths since ACC and under 90 percent leased-up is consistent since
the younger programs are not expected to have achieved fu1l lease-up. The

finding that the non-X'I,,.tros are both under 100,000 in jurisdiction popula-
tion and under 750 ACC units is also consistent, slnce ACC size is ex-
pected to be partty dependent upon population.

4.4 Sumnrirry of iVlanagemtlnt Findings: Participat ion Conclusions

Using l\{,:tro versus non-N'I,:tro aS a general indicator of popula-
tion and ACC sizes, Table 4-LO presents the factors influencing the deci-
sion to participate in the Section 8 Existing Housing Program (also see

Table a-Z) anathe potential problems with the irnplernt:ntation of the Sec-
tion B program (also see Table 3-9), segregated by Metro and non-I'Ietro.
The need for 1ow and m,tderate incorne housing is more important for non-
Metrgs, as is the unavailability of new construction prograrrls. Of special
interest is the fact that encouragemr:nt frorn local elected officials and

HUD area offices is more important to the non-Metros.

The severity of the potential implem,:ntation problems also pro-
vides some insight into the differences between Metros and non-M':tros.
For example, non-Nl:tros experienced mt>re Severe problems with:

landlords not wanting to rent to large and/or welfare
families;

finding units that met the housing quality standards
and finding units within the FMRs; and

explaining the program to households and certtfied
households having difficulties in searching for untts.

Fincling lower incorne households, as defined by Section B, was m()re diffi-
cult, altrrougrr not an important problem, for Metros, while too few minor-
ity applicants and finding enough people to apply were more difficult for
non-Metros. These differences in the severity of implementation problems
are indicators of the general differences between urban and rural areas in
the composition of the population in the comrnitnity available and the hous -

ing stock (available).
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Table 4-10

Factors Influencing the Decision to Participate in Section I hogram-Potential Implementation hoblerns in Sector C
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5. ANALYSIS OF PIIA FUNCTIONS

This section analyses PHA administration of the Section 8

program on a. function-by-function basis. The objective of this seetion
is to understand program performance, costs, methods, and effective-
ness as they relate to each administrative fulction.

5. 1 Introduction

The discussion of each function addresses, in parallel, five
questions:

What are the objectives of the function?

What are the methods and special efforts used by
PIIAs to accomplish the function objectives ?

What are the appropriate service indices, and
what level of service is attained?

What are ttre preliminary and ongoing costs to
the PIIAs ?

When appropriate, what is the relative effi-
ciency of the methods used by the PIIAs to meet
function requirements ?

5"1"1 Adnrinis trative F\rnction s

The functions performed by the PHAs to administer tJ:e Sec-
tion 8 program are: outreach; certification; client services; inspection;
and payments. These functions are defined and analyzed in subsequent
subsections.

The adrninistrative functions are separated into preliminary
(intake) and ongoing (maintenance) efforts. The prelirninary effort is
that performed in taking participants into the program to occupy the
contracted gnits initially. This includes all effort up to the point of
signing a lease" The ongoing effort is that performed after initial
fease-up to maintain the operation of the program. Preliminary and

ongoing efforts occur concumently.
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A1L functions have both preliminary and ongoing efforts except
for the pa;rments function, which is only an ongoing effort. With this dis-
tinction, the analysis can project cost as the program reaches mahrrit5r
and can normalize costs observed to date wittrin HUD definitions.

5,1.2 Mettrodology

The analysis of tJ:e functions is struchred by a concephral
rnodel of the administrative operation of a PHA (Figure 5-1)" The basic
elements of the progralnmatic results include the analysis of:

tJ:e performance of each administrative service
function (output);

the resources expended and the costs associated
,,,i+L, ^aafnFmohna nf ornlr cez.rrinp frrnntinn (innrrt):
Vl lwr yu* rvl rr-d^vv --v-- r---f --',

and
ENVIRONMENT

r

Figure 5-1: Analytical Structure of the Conceptual Model

of ihe FiiA Adminislralive Operation
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. administrative efficiency in performing each

function (inPut/ outPut)'

The operation of each PHA is viewed as a well-defined system

for converting """o*".s 
into specific Section B services" The factors

or indepenaent variables that describe the PIIA setting vary from one

locali{y to the next; site characteristics affecting costs and expenditure

of resources include:

demo r c characteristics (e. g.,
Metro non-Metro, population densitY

scale of erations (e. g., ACC size, units
lease

a

time or experience factor (e. g., months since

ACC date, years in housing prograrns, and level
of related activitY); and

mahrrity of ttre Section B program (e. g., lease-up)'

The costs, resources, and outputs are related to these inde-

pendent variables, which we a priori sense as influencing those costs'

resources, and outputs. Statistical tests of the relationships are also

shown.

5. 1. 3 How Costs are Allocated to F\:nctions

special on-site procedures were used to determine the hours

and cost information on functions. The hours and costs were attributed

to each function by preliminary and ongoing effort. when data were not

available, they are derived from the corresponding module of the inter-
view questionnaire.

To estirnate the total Section B direct labor hours for each

employee, the procedure developed, from records of employees working

on the program, t}le nurnber of months (elaPsed) assigned to section B

and the percent of elapsed tirne spent on section 8. The estimated direet

labor hours are distributed to each function for prelirninary and ongoing

effort. The results are used to derive total direct hours applied to each

function. To estimate total direct costs for each function' annual sal-

ary,fringesrandnonpersonneldirectcostsarecombined"
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5.7.4 How Costs are Represented

Prograrn function costs are represented by direct personnel
hours and total direct costs separated by prelirninary and ongoing efforts.

Both direct hours and direct costs are normalized for each
function by converting to:

cost unit leased for pr elirninary function s;0

a

and

cost per leased unit-month for ongoing func-
tions"

The costs per unit leased represent average costs incurred by each
function in bringing participants into the program to occupy the units.
The costs per leased unit-month represent the average costs incurred
by each function to maintain a unit for one month. These distinctions
are made so that the costs are comparable for sites at different leveIs
of maturit5r.

5" 1" 5 How Performance is Measured

In a quantitative sense, the performance of each PHA is mea-
sured by service indices (SI) relevant to each firnction performed. The
SI sumrnatizes the level of service activity within the function with re-
spect to function objectives.

The desirability and effectiveness of various rnethods of per-
forrning functions depend on the function costs in relation to SI. kr pir-
ticular, tJ:e methods that consistently yield lower personnel hours per
service level or lower direct cost per service level are the most effi-
cient ones.

5.2 The Outreach Function

Outreaeh is an important role delegated to PIIAs partieipating
in tJ:e Section B Existing Housing Program. The objectives of lee out-
reach function are to:

inform eligible families of the potential housing
assistance;

a
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encourage landlords to rnake their units available
to the program; arrd

gain public acceptance of the program.

Outreach consists of specific efforts to attract potential recipients and

landlords. The objective is to encourage as many eligible families as

possible to apply. Of course, mass outreach efforts attracting large
'numbers of inlfgible farnilies are not desirable as they would cause an

unnecessa.y bffir, on other PIIA firnctions. The objective of landlord
contact is to make landlords as receptive as possible to leasing units

to program reciPients.

In addition to these basic aims, subsidiary PHA require-
ments and objectives can influence the outreach effort. congress man-

dated that at least 30 percent of the families assisted through the

Section B program be "very low-incomet' (Iess than 50 percent of the

jurisdiction median incorne)" This requirement intends to assure that

those most in need of assistance will be aided. Alother objective is to
foster economic integration within Section 8 developments' These latter
objectives rnay be prornoted by skillful outreach effort but require co-

ordination with other PHA functions.

5.2" 1 Methods of Outreach

Lr attracting families and owners to the program, the PIIA is
required to rnake public announcement through newspapers and minority
media and to contact local real estate and other groups to explain the

program. Beyond these minirnum requirements, the PHA is expected

1o o"g".rize a carnpaign to attract sufficient numbers in a wide cross-
section" If aI[ t]rese requirements are to be met, considerable flexibility
in the type and Scope of methods used for outreaeh is necessary'

Table 5-1 displays the methods used by PHAs to attract po-

tential recipients and the effectiveness of each method as perceived by
the PHAs. Most of the rnethods are used in some degree by all PHAs,

but radio or TV advertising, church and community organization con-
tact, and the public housin[ waiting list are used less uniformly than

others. Note that Table 5-1 reflects a fair correlation between ttre use

of the method and its perceived effectiveness. (The use of the public
housing waiting list is an a]lomaly: it is perceived to be the most effec-
tive method of outreach yet is used by the smallest number of PIIAs--
only 47 percent. )
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Table 5-I

Use and Effeetiveness (Pereeived) of Outreach Methods

to Potential Recipients in Sector C

N 0 ltlll/l ETR 0 L0 CATIo ltl

(N=30)

Effestiveness Legend:

0 - not at all effective
5 - somewhat effective

10 - very effctive

Table 5-2 displays the methods used by PHAs to encourage

landlord participation in the section I program. This table reflects a
wider variance in the methods used and their perceived effectiveness.

ALt PHAsMETBO TOCATION

EFFECTIVEf,ESSPEBCEIIT
USIIIG TIETHODEFFECTIVEilESSEFFECTlVE'{ESS

PERCEilT
USI]TG 

'{ETHOD

PEBCETIT
USII{G TIETHOD

1.2

6.4

5.5

6.2

7.9

5.9

1.7

1.1

67

94

96

93

75

95

93

47

88

100

100

r00

54

100

100

38

5.9

6.8

6.9

6.4

5.2

5.5

6.6

5.7

53

8.6

7.3

73

6J

7.4

5.7

8.6

A Radio or TV Advrrtising 4S

89

92

88

95

92

87

54

METHODS OF

OUTREACH

B. Nwspaper Adwrtising

C. News Stories

D. Mailings, Flyen,
Brochurer, Posters

H. Public Housing

Waiting Un

E. Church and Community
0r!. Cont8ct

F. contsct with Socid
Service Agencies

G. Contactwith BeCton,

Landlords, and

Pmperty Matagert
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Table 5-2

Use and Effectiveness (Perceived) of Outreach Methods

to Landlords in Sector C

(N=30)

Effectiveness Legend

O - not at all effective
5 - somewhat effective

1O - very effective

Radio and TV advertising, used by 57 percent of the PHAs,
and advertising in real estate publications, used by 25 percent of the

PHAs, were rated less thal satisfactory. The use of radio or TV

METBO LOCATION NON.METBO TOCATION ALL PHAS

EFFECTlVEI{ESS
PEBCEIIT

USI]TG METHOD
E FFECTIVEf,ESS

PERCEI{T
usl[G ilETfi0D Ef FECTIVEIIIESS

A. Radio or TV
Advertisinq

B. NempaperAdvertising

C. Ads in Real Estate

Publications

0. News Stories

E. Flyen, Brmhures, or

Posters

Penmal Contact With

Real Estate orgs.

G Personal Contact Wth
Owners or Manaqen

45

8l

35

83

55

88

93

3.6

6.4

3.4

5.1

6J

6.7

9.0
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r00

12

88

84

85

r00

2.0

5.6

10.0

7.8

7.5

5.0

s.4

57

90

25

85

68

87

97

2.6

6.0

4.8

6.7

7.0

5.9

s.2
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advertising for landlord outreach is probably somewhat less than the 5?
percent indicated because it should be. attributed to recipient outreach
when not directed specifically to landlords.

Personal contact with owners or managers of potential Sec-
tion B units is the most widely used method of outreach for attracting
landlords" This method achieved the highest effectiveness rating, with
nearly all PHAs terming it "very effective. I'

Tab1e 5-3 displays the primary method of outreach reported
by the PIIAs. There is a significant difference in methods among agen-
cies according to ttreir loeation. Sixly-three percent of the PIIAs in a
Metro reported newspaper advertising as the primary method of out-
reach. of the PHAs not in a Metro, only 16 percent reported newspaper
advertising as the primary method; the majority reported that personal
contact was the primary method of outreach,

Table 5-3

kimary Method of Outreach to Recipients in Sector C

l. NewspaperAdvertising

?. Personal Contact

3. Word of Mouth 21

Contact with Social Service Agencies

Contact with Bealtors and Landlords

Badio or Television Advertising

7. News Stories

8. Special Mailings

63

4.

5.

6.

I

4

PEBCEIIIT 0F PHAs WITH PBIME METH0D 0F 0UTREACH
BY PHA TOCATION

METHOD OF OUTBEACH
METBO

LOCATION
NOt{.METBO
LOCATIOIU All PHAs
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12

12

r00

56

3

0

0

0

42
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13

t00

l0
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The primary outreach method is somewhat less correlated to

population of the jurisdLction" - h larger areas' mass media approaches'

irr"fraittg radio and TV advertising, are preferred'

5.2.2 Outr each PerformaJrce

performance is more difficult to measure objectively in out-

reach than in any other function. The degree to lvhich the eligibre popu-

iation is attractea to the program, consistent with other outreach objec-

tives, is a basic lneasure.

Table 5-4 displays ttre special outreach efforts made by PIIAs

to attract sorne types of household. Most agencies have special outreach

efforts for elderly and minority households'

Table 5-4

Special Outreach Efforts by PHAs in Sector C

(N=3o)

For a few of the household types, the distinction between the

efforts made by PHAs at Metro Iocations and at non-Metro locations is

significant. Iror otl:er relevant factors, such as population of jurisdic-

tion or ACC size in units, significant distinctions were not observed'

PERCEIIT OF PHAS MAKIilG SPECIAL OUTBEACH EFFOBTS To GBOUPS

Households
Other

to Bcsida"i/Inodty
Hourcholdr

Low lncoma
Hou:aholdrlncomc

Housaholdr

OT

Bedroom
Houleholds

Eldedy
Households

PHA
TOCATIOIT

18

0

0

347t

25

74

17

74

I

52
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METBO

NO N-M ET RO

10156947423288AII PHfu
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No efforts to encourage households "expected to reside'r in the area to
apply were reported at Metros, whereas 34 percent of non-Metro PHAs
reported special efforts. More drarnatically, a sma1l minority of PHAs
located in a Metro directed efforts toward three or more bedroom farni-
lies or very 1ow irrcome families, while most PHAs not in Metros re-
ported special efforts for these groups.

These distinctions reflect the different composition of eligi-
bIe families in the areas rather than the degree of compliance with pro-
grarn objectives. That is, at non-Metro locations, the PIIAs were
pressed to lease to large families and low income families for pro-
grarn requirements, given the shortage of either eligible families or
available units for the group.

A logical way to normalize outreach activity is by nurnber of
eligible families. Tabie 5-5 irrdicates the ievel of outreach activitry--in-
quiries, applieations, and certifications--per eligible farnily. Certifica-
tions are included to measure "successfult' applications. Outreach ef-
forts attracting large numbers of ineligible families should not be
credited with high performanee.

Table 5-5

Outreach Performance in Sector C

ACTIVITY PEB ELIGIBLE FAMILY I[ JURISDICTIOTPHA CIIARACTEBISTIC

Faclol Lewl
llumber of

lnquiries per
Eligible Family

llumber of Applications
per Eligiblc Family

Ilumber of Certifi cations
per Eligible Family
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r 3r.399
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.41
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.24
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.34
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.04

.10

.02

.15

.02

.03
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tocATtol{

Metro

I{on-Metro

.4{t

.17

l8

t2

.08

.05

M0rrHs
slrcE
ACC

0-3

+9
10,1 2

Over I 2

.29

.l I

.97

.25

.06

-06

.t I
.03

.03

Al I DUtra 2n

E9
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The inquiries activity shown in Table 5-5 reflects the gross
outreach performance of the PHAs. The activity Ievels are higher for
pHAs in Metros than non-Metros. The apparent lower number of certi-
fications per eligible family for the more experienced PHAs should not
be interpreted as a performance trend for any agency. It simply indi-
cates that the agencies in Section C with better performance were, coin-
cidentallX, less experienced. Surprisingly, the PHAs with tJ:e larger
ACC sizes (which are located in the larger jurisdictions and are typi-
cally in Metros) have less activity than do smalLer PHAs. The number
of applications per eligible family measures the degree to which poten-
tial recipients are encouraged to apply. Table 5-5 indicates a lower
nurnber of applications than inquiries.

The third measure, certifications per eligible family, is the
rnost important measure of outreach performance. Table 5-5 indicates
that roughly ? percent of eligible families have been certified for the
prograrn. The Metro locations have accounted for a larger part of the
total certified.

5"2.3 Costs of Performing the Outreach F\-mction

Table 5-6 displays the costs associated with preliminary out-
reach efforts for various subpopulations of PHAs. On the average, out-
reach costs 6.5 hours of direct personnel time per unit" Considering
wages and other direct costs (such as advertising), the total direct cost
for the outreach component alone is $34 to lease each unit.
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Tabte 5-6

Costs of Preliminary Outreach Function in Sector C

FACTOB/SUBPOPU LATIO IT

PftEtITTIffAfiY DOSTS PEB OCCUPIEIT UT]T

0irrst Psnon-llourr Tool Dirct Gost (31
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>500K
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7r'1 30
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0-3

4.9
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>90o/o

AVERAGE
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4.2
3.4
6.5
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1.4
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8.8
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7.3
4J
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4.7

2.4

12.8
5.0
33
3.1
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3230
36.00

44J0
25.00

23.00

46.00

45JU

27SA
25.00

t7 fio
r9r)0

40.00

2t 30

34.00

38.00

13.00

62.00

23.00

20.00

25.00

33.51

The most significant finding is that, although non-Metro
PIIAs spend rnore outreach tirne per unit, the total direct cost per unit
is about the same as for Metro PHAs. This result is explained by the
difference in primary methods of outreach. PIIAs in Metro locations
often coneentrate on a mass media approach, whereas non-Metro PllAs
rely more heavily on personal contact" That is, the Metro location ef-
forts result in more nonpersonnel direct costs, and the non-Metro ef-
forts are more PIIA-labor intensive.
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Surprisingly, there is no evidence that outreach costs are
higher in areas with populations under 50,000 and over 500,000 than in
areas with populations between 50,000 and 500, 000.

As with most prelirninary functions, tlre outreach costs cor-
relate with program experience and lease-up stahrs. Many outreach
costs are incurred quite early in program development. As a result,
agencies with a larger number of units leased have a wider base for aI-
location of the outreach expenditures. Since number of months from
signing ACC correlates strongly with percent lease-up, tJris phenomenon

is observed for both factors.

Table 5-7 indicates the ongoing costs to rnaintain units al-
ready leased. Roughly 26 hours are required per 100 leased units per
month, corresponding to a litt1e over $1 per r:nit in direct costs.

Table 5-7

Costs of Ongoing Outreach Function in Sector C

PHA TOCATION
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Non-Metro
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I 1,9
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128
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The same factors that explain prelirninary costs appear to in-
fluence personnel hours and direct costs of ongoing efforts. Experi-
ence and program status should have less impact; the apparent trends
are less dramatic and not statistically significant. However, the direct
person-hours and costs appear to decrease per occupied unit month as
the ACC size i.n unit increases.

5"2.4 Relative Efficiencv of Outreach Procedures

Previous subsections discussed the different procedures used
by PIIAs to accomplish the outreach function. For di-fferent PHAs the
outreach costs per unit of outreach performance can be related to the
primary method of outreach. This procedure measures the relative ef-
ficiency of methods independently of PHA perceptions of effectivenesso

Table 5-B displays the observed efficiency of various methods
of outreach. The efficiency of methods depends on the PHA location and
other characteristics. Although the table indicates a rank order of
rnethods by observed effectiveness, the best plan is a coordinated effort
using many different methods.

Table 58

Relative Efficiency of Outreach hocedures in Sector C

3
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BEPOBTED PRIMAHY METHOD
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2

3
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1

2

3
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fumnal Contact
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3
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2
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Generally, ttre smaller PHAs and the non-Metro PIIAs have

success with personal contact to landlords, owners, and potential recip-
ients" In larger jurisdictions, personal contact is not always practical,
and rnass media approaches are more economical. Although "word-of-
mouth'r ranks first in cost-effectiveness at Metro locations, it may not

be viewed as a method of outreach. Typically' word of rnouth idorma-
tion is driven by community lcaowledge of the program derived from
ot]rer outreach methods.

5"2.5 Conclusions

This analysis has shown that the outreach function represents
I a significartt24 percent of total direct costs for Section B intake of units
I *nd"16 percent of total direct costs for program mailtenance (Table

b-26). The various outreach methods used by PHAs have attracted an

I 
average 8 percent of eligible families.

The analysis reveals that some methods of outreach are more
effective than others, depending on the characteristics of the location"
At non-Metro sites, the emphasis should be on personal contact with
realtors, landlords, and potential recipients. Newspaper advertising is
effective for attracting recipients but not landlords. t

At Metro locations, the PHAs should emphasize contact with
landlords and owners of potential units. Outreach to attract potential re-
cipients should focus on newspapers or other mass media, especially in
the larger jurisdictions.

Some very small PHAs may require assistance to develop a
coherent outreach effort. Many of these PIIAs have limited experience
with housing programs like Section B. Another dilemma is that at
small pHAs the most effective outreach methods are labor-intensive,
yet the staffing problems are particularly acute"

Il1 a1l cases, PIIAs should try to gain public acceptance of the

prograrn as soon as possible and before irnplernentation. The rnost ef-
fective and least expensive outreach method is that which is generated
by public approval, word of mouth, and evidence of program SucceSS.

5"3 The Certi-fication Function

The certification function involves the effort by the PI{A to
deterrnine and certify the eligibility of potential recipients" This

I
I
I
I
I
I
I
I
I
I
I
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includes reexamining family income and cornposition annually. For new
recipients the certification effort is rnade from the tirne the potential
recipient wishes to apply for assistance urltil he/she is either rejected
or certified to look for an acceptable unit.

The objective of certification is to enroll selected partici-
pants into the prograrn as efficiently as possible. A11 certified farnilies
must be clearly eligible; however, irr issuing certi-fieates, the PIIA rnay
give priority to special groups.

5. 3. 1 Methods of Certification

A11 PIIAs sampled responded that they help potential recipi-
ents cornplete an application. The PIIAs consider tJre forms too com-
plex, considering the educational level of rnost applicants. Irr taking the
applications, the PHA can provide orientation of potential recipients to
the program. It takes the average applicant roughly 30 rninutes to corn-
plete the application with the PHArs help.

5. 3. 1. 1 Preapplications

PHAs have an option to use a preapplication process. Preap-
plications are a short forrn of the application and are used to screen out
farnilies that are clearly ineligible as early as possible.

Forty-one percent of the PHAs use a preapplication to per-
form preliminary screening of applicants. Preapplications are used
more frequently in Metro locations (43 percent use preapplications)
than in non-Metro locations (40 percent use preapplications). Of sites
sampled with ACC size greater than 750 units, only 21 percent use
preapplications"

Overall, a reported average of 34 percent of applicants are
screened out by preapplication" This represents a significant reduction
in load in the full application process. The percent screened out by
preapplication varied arnong PIIAs. PHAs at Metro locations screened
out only 22 percent of applications, significantly less than the 50 percent
screened out by PHAs at non-Metro locations.

The preapplications take tJre potential recipient significantly
less time to complete than the l- l2hour requiredfor the fuI1 application.
PIIAs reported a ra-n"ge of from 2 to 30 rninutes needed to cornplete the
preapplications. The average time reported is approximately 9 minutes
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for each applieant. About 40 percent of the PIIAs process the preappli-
cation while the potential recipient waits.

5. 3. 1.2 Verification

PIIAs vary in the amount of effort applied to verify informa-
tion on the application. The percent of applications that require verifi-
cation and the nurnber of verification checks performed deterrnine the
time necessary to process an application.

Of the applications received, an average of 6 percent are de-
terrnined to be ineligible without verification of the information; less
than 5 percent are deterrnined ineligible when the preapplication is used.
The percentage screened out before verification varied by site location,
with PHAs in Metros rejectirg 3 percent and non-Metro locations reject-
ing 9 percent. This is surprising because non-Metro locations using pre-
applications were able to screen out a significantly higher proportion
when preapplications were used. Generally the non-Metro locations re-
jected applicants after verification at twice the rate of PHAs in Metros,

Virtually all PIIAs require documentation to certify the eligi-
bility of applicantso Ninety-two percent of the PHAs surveyed report
that third party verification is norrnally required.

5. 3. 1. 3 Extensions

Once certified, the potential recipient rnust locate, or identi-
fy, a suitable dwelling unit within 2 months of verification. Unfortunately,
22 percent of certified households do not find acceptable Section B units
within 2 months. As a result, PHAs often exercise their option to extend
the tirne limits.

Of the expired certificates, 29 percent are extended on the
average. Generally, the PHAs in Metros have been more lenient, grant-
ing an average of 33 percent extensions, while the non-Metro locations
have granted 21 percent extensions.

The issue of extensions is irnportant because PHAs cannot
have more active certified farnilies than units allocated by the ACC.
Thus, by extending certificates a PIIA rnight be denying certificates to
potential recipients who would be rnore successful and more diligent in
looking for an acceptable unit. About 15 percent of PHAs, assuming
that some certified families wiIL not find units, at times issue more
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certificates tJran ttrey have units" Although this practice is clearly
against HUD guidelines, the approach has merit and should be reviewed"

5" 3.2 C ertific ation Performance

Certification performance is measured by how efficiently
PI{As enroll eligible partieipants into the program" The average PIIA
has issued hundreds of certificates.

5. 3. 2" 1 Priorities

One measure of performance is the priority that agencies give
to special groups in issuing certificates. Table 5-9 displays the percent
of agencies that have given priority to each special group. Priority is
given most consistently to elderly households and to present cornmunity
residents"

Table 5-9

PHA Priorifies in Issuing Certificates to Special Groups in Sector C

SPECIAT GBOUPS
PERCENT OF AGENCIES GIVTNG PBIOBITY

TO SPECIAL GROUPS

l. Elderly households

2. Present community residents

3. 0ther groups

4. Very low income households, beyond requirements

5. Low income households

6. Minority households

7. Govemment displaced households

8. Three or more bedroom households

9. Households "expect to reside"within 3 years

56

55

54

43

43

37

36

35

23

(N=30)
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Table 5-9 indicates that some agencies, but not most, issue
certificates selectively to reflect program objectives. About one-fourth
of the agencies have established a maximum percentage of very low in-
come households that they wiIL certify. The percentage ceiling ranged
from 30 to 50 percent, with arl average of 34 percent"

Some agencies draw effectively from the public housing wait-
ing 1ist. Approximately ? percent of applications are received this way.

5.3.2.2 Level of Activity

General measures of certification activity include the number
of applications processed, certificates issued, and recertifications pro-
cessed. Table 5-10 displays some of these measureso

Table 5-I0

Certification ActivitY in Sector C

STATISTIC

PHA TOCATIOI'I

METRO NON.METRO All Locations

Appl ications per preapplication, (for

agencies using preapplication )

Certificates isued per application by

u* of preapplication

YES

NO

Applications per unit leased

Certifications per unit leased

.77

.50

.52

.49

4.4

1.9

50

75

.88

.66

3.5

2-4

.66

.62

.68

.57

4.0

2.1
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Generally, there is a higher rate of certification (or lower
rate of rejection) in the non-Metro areas. The preliminary screening of
applicants enables agencies using preapplications to achieve higher rates
of certification in ottrer areas. eysrall, 62 percent of complete applica-
tions result in certification.

Ottrer interesting statistics are based on the activity observed
in relation to units occupied. Table 5-10 indicates that an average of
four applicants are needed for each unit leased up" More ttras two certi-
fications per unit leased is the current average. Because there is a tirne
lag between certification (or application) and lease-up for any recipient,
these statistics decline with tirne.

5.3.3 Costs of Performing ttre Certification Function

Tab1e 5-i1 <iisplays the costs associated with preLiminary
certification efforts for various subpopulations of PHAs. These reported
costs correspond to agencies at various stages cf program development;
costs at "steady statet' may vary systematically"
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FACTOR/SUBPOPU LATION

PBELIM!I{ABY
cosrs PER 0ccuPlED utulT

Dir.
Pers. Hn.

Total
Direct Cost ($)

PHA LOGATION
Metro

Non-Metro

SIZE OF PHA JUBISD ICTION population
<50K
50K-I00K
r 00K-500K
>500K

PROGBAM SCALE ACC size in units:

0-70

71-1 30

13 r -399

400-999

0ver 999

LEVEL 0F RELATED ACTIVITY currently administer other programs

YES

NO

SECTION 8 EXPERIENCE Months since ACC

0-3

4-9

r0-t2
>12

PBOGBAM STATUS % leased of ACC
140o/o

4l-65%
66-S0%

>90%

AVEBAGE

7.3
7.6

s.0
5.5

7.3

7.0

10.8

4.7

8.1

10.3

6.0

8.7
5.1

7.8

7.5
5.6

11.8

6.9

5.6
3.S

7.4

41.74

26.85

37.07

33.17

33.04

38.30

47.U
22.67

44.11

53.24

32.56

39.80

25.86

30.33

40.84
36.77

46.51

33.32
33.88

21.69

35.03

Table 5-11

Costs of keliminary Certification in Sector C
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On the average, '1.4 howrs of direct personnel tirne per unit
are required for certification. Considering wages and material (e" g.,
forms, paper) costs, the certification cornponent of total direct cost is
$35 per leased unit.

Unlike outreach, there is no significant ciistinction in direct
personnel hours according to PHA location (Metro versus non-Metro) in
t]:e certification function. Surprisingly, hours per unit for Metro PHAs
in the sample were slightly (the figure is not statistically significant)
less than average, whiie total direct costs were significantly higher ($42

versus $2? per unit)" This result is explained by the higher wage rates
for certification personnel in Metro locations.

As with most preliminary functions, the costs correlate with
prograrn experience and lease-up stah:s, but in certification tJ]e trend is
l-ess dramatic than in outreach" For certifieation, the actual expendi-
tures are incurred more gradr:ally as the program achieves steady-state
lease-up.

Table 5-12 indicates the ongoing costs of certification to
rnaintain units that have already been leased. This effort includes the
certification of new families for vacated units and the annual recertifica-
tion of farnilies in occupied units. The reported costs correspond to
agencies at various stages of program developrnent; costs after the first
year of operation may vary systernatically.
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FACTOB/SUBPOPU LATION

ONGOING COSTS PEB YEAB
FOB OCCUPIED UTUITS

Dir.
Pen. Hn.

Total
Direct Cost ($)

PHA LOCATION
Metro

Non-Metro

SIZE OF PHA JURISDICTION population

< 50K
50 K-l 00 K

100K-500K
>500K

PROGRAM SCALE ACC size in units:

0-70

7l-1 30

r 3 r.399

400-999

Over 999

LEVEL 0F RELATED ACTIVITY currently administer other programs

YES

NO

SECTION 8 EXPERIENCE Months since ACC
0-3

4-9
1A-12
>12

PROGRAM STATUS o/oleased of ACC
<40%
41-6s%

66-90%
>90%

AVE RAG E

1.0

3.7

4.4

0.4

1.6

0.7

4.2

2.3

.3
o

2.0

1.7

3.2

,.,
0.6

2.9

2.4

3.1

0.7

2.0

2.2

6.24
13.32

15.00

0.60

10.20

5.28

13.54

12.12

1.22

6.t l
6.39

8.40
10.44

11.52
4.20

12.48

9.36
7.92

7.56

10.M

9.48

Table 5-12

Costs of Ongoing Certification in Sector C

Roughly 2.2 hotrs are required per leased unit per year,
corresponding to about $9.48 per unit in direct costs. Agencies in oper-
ation rnore tJran a year must recertify substantial numbers of partici-
pants enrolled the prior yearc The annual cost for these agencies is
$L2.48 per unit.
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As observed in the outreach function analysis, the sarnpled
sites that are currently administering other programs have incurred
higher or nearly equal costs for the preliminary effort and lower costs
for tJ:e ongoing effort than sites administering only Section 8.

5.3. 4 Relative Efficiencv of Certification Procedures

A basic option discussed for certification methods is the use
of preapplications" Because different areas have experienced different f
rates of rrnits leased per certification and diJferent rates of certification I
per application, more detail than total certification dollars per unit
leased is required to measure relative efficiency. 

I
Tab1e 5-13 displays the certification direct cost per certifi-

cate issued for subpopuiatiorrs by use of tiie preappLication process. The
reported costs average 3.6 horirs, or $18, per certification.

I
I
I
I
I
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Table 5-13

Relative Efficiency of heapplication hocess
for Certifrcation Function

FACTOR

CERTI FICATION (HO U BS} AND COST PER CERTIF ICATE

BY METHOD OF CEBTIFICATION

Use

Preapp.

Do Not Use

Preapp.
Sector C

PHA LOCATION

Metro

Non-Metro

(4.3) $21

(2.3) $ s

(3.31 $23

(4.3) $16

(3.7)$22

(3.s)$13

ACC StZE

0-70

7t-130
131-399

400-999

Over 999

(4.5) $30
(2.5) $ e

(3.8) $18
(5.01 $22
(4.4) $29

(4.e) $20
(3.0) $18
(3.6) $24
(2.1) $16
(1.7) $ 7

(4.s)

(2.8)

(3.s)

(4.3)

(2.6)

$22

$14

$zt

$zt
$is

NUMBEB MONTHS SINCE ACC

0-3

4-9

10-12

0ver I 2

(2.4) $10
(4.5) $20
(6.1) $45

(4.e) $21
(3.1) $22
(2.3) $14

(3.6)

(3.8)

(3.2)

$1s

$21

$21

ALL PHAS (3.4)$16 (3.8) $1s (3.6) $18
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Generally, a preapplication process is more efficient for Io-
cations with a high rate of ineligible applicants. A preapplication pro-
cess has been more efficient for non-Metro PHAs; that is, costs for a
certifieation are lower for agencies that use preapplications. On U:e
other halci, the very iarge agencies not using preapplications have ex-
perienced lower costs per certification.

5.3.5 Conclusions

The analysis of the certification function reveals some areas
for improvement of the certification and application process. Specifi-
cally, improvements can airn to:

simplify forrns and procedures;

develop better screening procedures; and

provide more guidelines on certification require-
ments.

Eleven of the 30 agencies interrriewed recornmend simplifica-
tion of certification forms and procedures. The agencies feel ttrat the
complexify of the existing forrns causes excessive effort on their part to
help potential recipients apply for assistance. AII agencies indicated
that tlrey help applicants complete the forms.

Three agencies recomrnended the use of better screening pro-
cedures to reduce the load on the certification function. This can be
achieved in two ways:

fine-hrning of outreach to attract only those house-
holds that are Iikely to be eligible; and

prelirninary evaluation of applicants before the
complete application is taken.

The data do not indicate whettrer a preapplication process is
advisable for particular groups. Of course, PHAs receiving large num-
bers of ineligible applications should consider the cost of using preappli-
cations. The PHA has some control over the rate of ineligibility through
its outreach methods; thus, the proper balance between the effective
cnraan.inn ^F^-;A^^ 1--r ^r'+e^^^L ^-A +L^ ^-ali*i-^-'- -a-i^rrr 4f ^-.^1;^^14rDUiEvtiiii6 PivV.i-\:ULi vJ iriaurveurr @rs !r1v yAgrrruur@rJ rLY!vYY vr e}/ylluearoD

must be assessed.

a

a

a
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Eight of the 30 agencies surveyed would like more guidelines
from HUD on certification requirements. Many requirements are diffi-
cult to interpret for households with "unusual" conditions that are apply-
ing for assistance. Because aI[ possible conditions cannot be represented
in guidelines, the PEIAs should obtain rapid feedback and verification of
eligibility frorn the HUD area office.

5.4 The Client Services trtunction

Client services, the most flexible firnction, is also the func-
tion most diverse in requirements. For botJr the intake and rnaintenance
of prograrn units, it involves extensive services both to landlords and to
r ecipients.

5.4" I Recipient Services

Table 5-L4 displays the range of services provided by PIIAs
to program recipients, including:

explaining the program;

finding units;

negotiating contract rents; and

providing other services.
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r Date not collosted.

Table 5-I4

Gient Serviees hovided by PHAs to Recipients in Sector C

SERVICE

PEBCENT 0F PHAs

PBOVIDING

SERVICE
(N=30)

AVEBAGE PEBCEIIT OF

CEBTIFIGATE HOTDEBS
BECEIVING SEBVTCE
lil PHAs PBOVIDItIG

SEBVICE

IN FO RMATION

Formal briefings for certificate holders

Distribute certificate holders packet

lnformation explaining program to landlords

FINDING UNITS

Provide additional service to help certify units

Provide list of available units and landlords
Beferral to a specific unit
Help certificate holder look for units:

Elderly
Han dicapped /disabled
Single parents with children
Families without transportati on

0ther groups

NEGOTIATION

Staff negotiates contract rent with landlord

OTH E BS

Arbitration in tenant-landlord disputes

Beferral services for other problems

Review contracts

Beview leases

Handle inqui ries/com plaints

84

89

73

8l
AC
OU

100

60

54
59

52

52
48

92

77

92
r00
r00
100

t00
100

*

r00
rnn

17

42

*
t
*
+

*

44

+

+

100
100

*
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5.4. 1. 1 Lrformation Services

Most PHAs provide formal briefings for certificate holders to
orient them to the program. About half of the PHAs perform the briefings
il groups, and half perform them in irdividual sessions. The followiJtg
topics are covered in the briefings (percent of PIIAs including topic):

general program inforrnation (100 percent);

how to find a suitable unit (100 percent);

housing standards used in Section B (100 percent);

determining what a unit will cost (75 percent);

how to negotiate lease and rent (71 percent); md

fair housing laws and equal opporhrnity support (94
percent)"

The average briefing takes about 55 minutes.

Eighty-nine percent of PHAs provide, often at the briefing, a
certificate holderrs packet of information. Taking into consideration the
clientsr responses, the PIIAs respond that these packets are only some-
what useful. The major complaint is that the packets are an unnecessary
expense; the clients caru:ot understand them and do not bother to use
them.

5.4.L.2 Finding Units

The most difficult aspect of the program for potential recipi-
ents is usually finding a suitable unit to occupy. Twent5r-nine percent of
certified households are unable to find acceptable Section 8 units within
2 months; 71 percent of all certificate holders eventually find units.
This means that only a sma11 percent of certificates extended result in
certificate holders finding units.

For some groups, finding a r:nit is more difficult tJ-an for
others. Eleven percent of the elderly and 9 percent of the handicapped
or disabled cannot find units within the first 2 months. The problem is
really rnore severe than these percentages indicate. Meury of the house-
holds that do find units are currently in acceptable units and do not need
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to search. Therefore, the percent of elderly, handicapped, or disabled
households which moved and did not find units within the first 2 rnonths
is larger ttran the above percentages indicate.

Families needing three or more bedroorns are the least suc-
cessful in ftnding units, with 52 percent r:nabLe to Locate arl acceptabLe
unit within the first 2 months" Interviews revealed that less help in find-
ing units is given to large households than other households. The prob-
lem is exacerbated by the low fair market rents and the unavailability
of large units.

5.4"L.3 Negotiation

The vast majority of PIIAs help negotiate the contract rent
with the 1andlord" Forff-seven percent of PHAs usually attempt to nego-
tiate the rent below the FMR. Many PHAs do not wish to negotiate for
lower rents because it aiienates -ieunriiorcis. The impression of many
agencies is that the FMRs are too low an)rway, especially for large bed-
room units.

Figure 5-2 indicates the rent leve1s attained for Section B occupied
units. The rent levels reflect, in part, the efforts of PHA negotiations
with landlords. Rents below or at the FMR were attained in the vast
majority of cases for efficiencies, one-bedroom, and two-bedroorn units
oecupied. However, a substantial proportion of large units were rented
above FMR.
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51%
At

FMR

47%
Below
FMR

2% Abova
FMR

Efficiencios

2-Bedroom Units

1-Bedroom Units

3-Bedroom Units

4+ Bedroom Units

Figure 5-2: Rent Levels of Section B Occupied Units

FMR

8%

57%

At
FMR

41%
Below
FMR

9%

Above
FMR

8%
At

FMR

43o/o

Below
FMR

27%
Above
FMR

47%

At
FMR 26%

Below
FMR

36%
Above
FMR

9%

Below
FMR

55%
At

FMR
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These trends reveal the difficulty in leasing up allocations for
large bedroom units. Of the r.:nits with four or more bedroorns, only 9

percent were rented below FMR, and as much as 36 percent of tJ:e r-mits

occupied were rented above the FMR.

5. 4.i. 4 Landlord Services

Table 5-i-5 displays the range of services provided by PIIAs
for landlords. The majority of PIIAs provide briefings and information
packets to potential landlords. Like the recipient packets, the land-
lord packets were considered only somewhat useful. The landlord
briefings are conducted individually for the most part" The briefings
average 40 minutes.

Tahle 5-15

Client Services hoviried by PHAs to Landlords in Sector C

SEBVICE
PEBOENT 0F PHAs PEBF0RMING SERVICE

(N=30)

Provide formal briefing to landlords

Provide in f ormati on packet

Screening of tenants based on landlord criteria

Preinspection of units

Financial asistance for repairs

0ther services

56

69

60

92

1

20

t+



Sixty percent of PHAs screen potential tenants on landlord
criteria in sorne cases. The vast majority of PIIAs also help landlords
find new tenants for vacated Section 8 units.

Sorne agencies reported financial aid to landlords for repairs.
More typically, PHAs encourage landlords to make repairs by allowing
rents that are within FMR limitations but higher than initially requested
by the landlord. Cooperative landlords have used the additional revenue
to pay for the repairs and improvements necessary to comply with Sec-
tion B housing requirements.

PHAs have the responsibility of handling eviction requests by
laldlords. Although most PHAs reported no eviction requests, the nu.m-
ber reported ranged from zero to 40. Most evictions requested were
allowed by the PHAs under Section B regulations.

5.4.2 Costs of Performing the Client Services Function

Table 5-16 displays the costs associated with prelirninary cli-
ent services for various subpopulations of PHAs. These are costs of
agencies at various stages of program development; costs at t'steady

state" may vary systematicallY.
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PBELIMINARY COSTS PEB

uuuul'lELl uNl r

Dir.
hrs.-Hrs.

Total
Direct Cost ($)

4;
44
23

42

38

48

46

40

39

41

58

31

38

72

21

41

45

57

51

26

23

9.6

6.4
13.5

12.4

8.2
8.3
6.0

16.3

7.3

7.0

l t.3
4.2

8.7

11.5

12.3
7.7
3.5

r 3.l
12.9
4.5

4.1

LEVEL 0F BELATED ACTIVITY currendy administer other
pr0grsms

YES
NO

PHA LOCATION

SIZE OF PHA JUBISDICTION

PROGBAM SCALE

SECTION 8 EXPEBIENCE

PBOGRAM STATUS

ALL PHAS

Metro

Non-Metro

population
< 50K

50K-l 00K
I 00K-500 K

>500 K

ACC size in units:

0.70

71-r 30

l3t-399
400-999

0ver 999

months since ACC

0-3

4-9

10-1 2

>12

% leased of ACC

<40%
41'650/o

66-90%

>90%

Tabte 5-16

Costs of heliminary Ciient Services in Sector C

?6



On the average, 9.6 hours of direct personnel time were ap-
plied per unit for client services. This corresponds to more than $40
per unit for total direct costs attributed to ttre client services function.

The cost estimates for client services are susceptible to
sources of error beyond estirnates for other functions. Clients services
are flexible in requirements and difficult to document and may represent
a residual account for some PHAs that allocate costs to functions. Thus,
the estirnate of personnel hours for client services may be inaccurately
reported as total staff tirne on the program, excluding direct hours for
other functions and including idle time which should not be applied to di-
rect costs.

These estimation difficulties explain why client services is
the only preliminary function for which reported preliminary costs for
PHAs currently administering other programs are less than costs for
PIIAs adrninistering only the Section B program. That is, PIIAs also
administering other programs have less idle time, on the average' to
allocate to client service hours than do PHAs administering only the
Section 8 program.

Many of the apparent trends are explained by the estimation
problem for client services" There is a dramatic difference in direct
cost per direct hour for Metro ($5.94) versus non-Metro locations
($ 3. 5 6).

Table 5-17 displays the ongoing costs for client serwices per
unit annual1y. These costs correspond to agencies at various stages of
prograln development; after the first year of operation, costs may vary
systematically"
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FACTOB

A'r'i iiUAL 0 il C Oini G COSTS

PER OCCUPIED UNIT

Dir.
Pen, Hrs.

Total
Direct Cost ($)

PHA LOCATION
Metro

Non-Metro

SIZE OF PHA JU BISDICTION population
< 50K
s0 K-l 00 K

1 00K-500K
>500K

PBOGBAIfi SCALE ACC size in units:

0-70

71-130

13t-399

400-999

Over 999

LEVEL 0F BELATED ACT|Vlry currently administer other
programs

YES
NO

SECTION 8 EXPEBIENCE months since ACC

0-3

4-9

10-12

>12

PROGRAM STATUS % leased of ACC
<40%
4165%
56-90%

>90%

ALL PHAs

2.9
9.1

I 0.3
3.0

2.5
3.6

14,3

3.2

2.8

1.5

4.5

2.8

1r.3

8.4

2.4
4.7

3.1

10.8

3.6
2.8

5.8

20

30

26
28

l6
?i

4l
l5
17

12

24

14

43

27
T3

35

13

29

28
19

23

Table 5-17

C.osts of Ongoing G.ient Services in Sector C

to



I
I
I On tJre average, 5" B hours of personnel time are required tor maintain an occupied unit for a year, comesponding to $23 in total direct
I costs. Costs ($14 per unit) for agencies cumently administering other
I :ilTffi:trJil#H:'#j',r.',"wer than costs ($43 per unit) for agencies
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5,4.3 Conclusions

The analysis of client services has shown that this function
has more variance in level of activity and costs than do other functions.
Typically, the agencies have used any idle time available to help recipi-
ents ald landlords participate in the program.

For recipient services, marry PHAs feel that increase in flre
F'MRs would be a great help. with higher FMRs, flre prlAs could spend
less time negotiating contract rents and helping certificate holders find
units. Certificate holders could perforrn rnore of these functions wit1-
less help from the PIIA.

Many PHAs would like to increase their services to clients in
other areas, especially information services. In most cases, this would
require increased staffing for Section 8.

5.5 The hspection F\:nction

The inspection function involves the examination of units prior
to occupancy, and periodically thereafter, to ensure that they are main-
tained in decent, safe, and sanitary condition. Once a certified house-
hold locates an available unit, the PHA is responsible for checking com-
pliance with Section B housing standards or approved variations in tJ:e
acc eptability criteria.

5.5.1 }espectors

PHAs have the responsibility for ensuring the condition of
units; however, the actual inspection may be performed by the pIIA staff,
local inspectors not on the staff, or a cornbination of both, rn most
cases, PIIA staff inspect the units. Sampled PHAs not in Metro Iocations
aI[ reported that the staff performed inspections. Of sampled pHAs in
Metro locations, 60 percent use PIIA staff ody, 33 percent use 1ocal in-
spectors onIy, and 7 percent use a combination of both.
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Most agencies have either one or two inspectors; one agency
reported as many as seven inspectors" About half of the PIIAs do not
have an inspector with post-secondary or trade school training in housing
construction or related disciplines, and an equal number do not have in-
spectors with 5 or more years of experience" No licensing or examina-
tion requirement for ilspectors was reported.

Despite the variability in training and experience of inspec-
tors, alrnost aIL PHAs claim that failure rates do not vary significantly
by inspector. When variance is observed, it is attributed to the different
quality of housilg units to which inspectors are assigned.

5.5.2 Iirspection Eta45!q!e

Most agencies use HUD acceptability criteria without modifi-
cations, but about one-fourth use HUD si;anriards with ariclitional criteria.
About a i:hird of the sarnpled PHAs use a loca1 (municipality or counby)
code for inspection standards" Seventy-two percent of the codes are
based on model codes that are split fairly evenly among uniform, south-
ern, and national model codes.

About one-third of the agencies have asked the area office for
variances of some items in the HUD acceptability criteria. Roughly half
of the agencies chose the housing standards currently used, and half had
the standards irnposed by sorne other governing body.

No PHAs reported that Section B standards were adopted for
other uses by cornmunities in their jurisdictions. The HUD housing qual-
ity standards generally do not rneet locaI housing or building codes.
Nineteen percent of PHAs report all inspections are performed by local
code inspectors; in 25 percent of these cases, the results are also used
to enforce local codes.

5. 5.3 How Inspections are Performed

In almost all cases, the unit is inspected within a week of the
request. The inspector takes an average of an hour and 45 minutes, in-
cluding an average of 42 minutes for travel time. One agency, with an
unusually large jr.:risdictional area, reported an average of 2 hours for
travel time per unit. The non-Metro sites reported an average of 46
rninutes for travel tirne, versus 31 rninutes at the Metro sites. As
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expected, in the higher density areas' the potential units are more ac-

cessible to the PHAs. The time difference is explained by two factors:

greater travel time to inspect units at non-Metro
sites; and

use of local inspectors to perform inspections at
some Metro locations, with the result that very
1ittle staff time is required.

When units are failed, the PHAs are generally flexible and

arrive at a muhrally agreeable repair deadline with the landlord. PIIAs
reported in practi.L , ""p"ir interval usually no longer than a month,

though 10 percent allow just one week for repairs. Most PI{As estimate

an average cost of necessary repairs to the landlords of less 1ft31 $200'

For 35 percent of failed units, landlords refuse to make repairs.

PI{As usually have to reinspect a unit once or twiee (aver-

age 1-" 4 times) before the unit passes. Half of the PHAs have had to in-
spect a unit three, four, or even five tirnes. Reinspections take less

time to perform than initial inspections because most (68 percent)

agencies concentrate only on problem areas instead of performing a full
inspection.

5.5.4 hspection Performance

I Many pHAs have inspected (and approved or failed) hundreds
I of potential Section 8 units (the range of units inspected is 21 to 1,250).

Table b-18 displays the reasons for failure of potential Sec-

tion 8 units. There is a sharp contrast between reasons for failure at

Metro locations and at non-Metro locations" At Metro locations' major
problems are inadequate fire and safety features' electrical or plumb-

ing problems, and general interior maintenance. ft:adequate bathroom

ta.ilities and pest problems were frequent reasons for failure at non-

Metro sites, but infrequent reasons at Metro sites.

I
I
I
I
I
I
I B1



Table 5-18

Why Units Never Accepted FaiI Inspection-Sampled PHAB

(N=30)

5. 5. 5 trspection Activitv

Table 5-19 displays the level of inspection activity for the
sampled PIIAs. On the average, 1.7 inspections (initial and reinspect)

-^^..;-^l +^ 1 ^ q^^+:^- o..-:+vvUIg rLYq&rEu uV lEeDg qP e UEUUI. I u lIlluo

REASOII FOB FAILUBE
PEBCENT OF FAITURE CAUSES

Metro Non-Metro AII PHAS

Heating/Cool in g Problems

Electrical Problems

Plumbing Problems

lnadequate Appliances

lnadequate Bathroom Facilities

lnadequate Fire and Safety Features

Pest Problems

General lnterior Maintenance Problems

General Exterior Maintenance Problems

Other Reasons

a

16

14

I

6

20

I

17

11

5

2

4

?

0

35

0

17

25

12

2

7

't0

I

1

l8

12

7

20

12

4

100 100 100
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Table 5-I9

[rspection Activity in Sector C

Table 5-19 indicates that more inspections were required in
pIIAs that used Iocal inspectors than at PHAs performing their own in-
spections. Analysis reveals that the varianee is caused by higher fail-
ure rate, correlated to the higher housing standards found with local in-
spectors versus PHA staff inspectors. Local inspectors use loca1
codes, which are more strict than HUD acceptability criteria.

The population of inspector types explains the observed dif-
ference between inspections per unit leased for Metro sites versus non-
Metro sites. (Sampled non-Metro sites used only PIIA staff to perform
inspections. ) PHA staff inspectors may have been more lenient in in-
spection standards.

PHA TYPE II{SPECTIOIIS PER UNtT LEASEO

PHA Location

Metro

Non-Metro

Type of lnspectors

PHA Staff

Local lnspectors

Combination

Currently Administering Other Housing Program(sl

Yes

No

t.59
t.94

1.68

2.09

1.47

r.69
1.85

ALL PHAIs 1.74
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5. 5" 6 Reinspections

Because most PIIAs are at a relatively early stage of pro-
grarn development, limited data are available on periodic reinspec-
tions" Most (71 percent) PHAs reinspect occupied units annually for
cornpiiance. Ilalf the ageneies perform only a spot eheck, and haif per-
form complete inspections. Twent;r-one percent reported that the rein-
spection interval is 3 montJrs, and one agency sampled regularly rein-
spects units twice a year.

5" 5. 7 Costs of Performing the Inspection trtnction

Table 5-20 displays the costs associated with prelirninary in-
spection efforts for various subpopulations of PIIAs" These represent
costs corresponding to agencies at various stages of program develop-
ment; costs at "steady state" rnay vary systematicallv.
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FACTOR/SUBPOPU LATION

PBELIMIIIIARY COSTS PEB

OCCUPIED UNIT

0ir.
Pen. Hn.

Total
Oirect Gost ($)

PHA LOCATION
Metro

Non-Metro

SIZE OF PHA JU RISD ICTION population
<50K
50 K-l 00 K

100 K-500 K

>500K

PBOGBAM SCALE ACC size in units

0-70

7r-130

l3l-399
400-999

0ver 999

LEVEL 0F BELATED ACTIVITY currently administer other
programs

YES

NO

SECTION 8 EXPERIENCE months since ACC

0-3
4-9

10-1 2

>12

PROGRAM STATUS % leased of ACC
<40%
41$5o/o

66-90%
>90%

ALL PHAS

2.8
4.0

3.9

2.9

2.9

3.4

4.9

2.3

3.5

3.7

2.3

3.5

2.9

3.8

2.7
2.9

4.9

3.4

2.5
1-7

3.3

22

l8

20

17

22
27

24.21

11.89

25.75

36.44

20.62

23

15

t8
23

22

28

20

18

1r

20.24

Table 5-20

Costs of heliminary Irupection Function in Sector C
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On the average, 3.3 direct personnel hours are expended per
unit leased for inspections" Considering wages and otkrer direct costs,
such as travel expense to visit units, the inspection cornponent of direct
cost is $20 per leased unit.

As expected, direct personnel inspection hours are higher
(4 hours per unit) for non-Metro locations than for Metro locations (2. B

hours per unit)" In contrast, the reported direct cost per unit is slightly
rnore for Metro agencies, due partly to higher salaries in the urban
areas.

Tab1e 5-21 displays the ongoing inspection costs reported by
PIIAs. These represent costs comesponding to agencies at various
stages of program development; costs after the first year of operation
nray vary systernatically.
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Table 5-21

Costs of Ongoing Inspection Function in Sector C

FACTO B/?OPU LATION

Metro
Non-Metro

PHA LOCATION

SIZE O F PHA JUBISD ICTION population
< 50K
50 K-1 00 K

I 00K-500K
>500K

PBOGBAM SCALE ACC size in units:

0-70

71 -l 30

I 31 -399

400-999

0ver 999

LEVEL 0F RELATED ACTIVITY currendy administer other
pr0grams

YES
NO

SECTION 8 EXPEBIENCE montrs since ACC

0-3

4-9

10-12

>12

PBOGBAM STATUS % leased of ACC
<40%
41'650/o

56-90%

>90%

ALL PHAS

AI{ilUAL ONGOING COSTS

PER OCCUPIED UITIT

Dir.
Pers. Hrs.

Total
Direct Con ($)

t;
.7

2.8

.7
't.8

1.1

1.6

1.3

1.0

1.7

1.9

.5

1.6

.8

2-3

1.1

1.0

.6

1.8

1.0

1.9

7

I

I
3

I
7

ll
7

4

5

ll

6

I

7

4

t9

4
8
7

l0

7

()D
ol



Ongoing inspection costs include the effort to inspect rmits t<t
fill vacancies (steady state) and the periodic reinspection of occupied
units. Roughry 1.3 hours are required annually per leased unit, which
corresponds to $7 per unit in direct costs. To reflect costs for rnature
agencies, the higher costs should be used for agencies in operation rnore
tharr one year. r'or these agencies, 2.8 hours are required annually
per leased unit, which corresponds to $19 per unit in direct costs.

5" 5. 8 Relative Efficiency of lrspection Procedures

Table 5-22 displays the cost per inspection by type of inspec-
tor. Overa1l, inspections take 2.2hours, with a total direct cost of $15
per inspection.

Table 5-22

Relative Efficiencv of Inspection Met-hods in Sector C

ll

FACTO B

COST PER INSPECTIOI{ BY TYPE OF INSPECTOBS

PHA Staff Local lnspectors Gombination Total

(Hrs.) ($r (Hn.) ($) (Hrs.) ($) (Hrs.) ($)

PHA LOCATION

Metro
Non-Metro

2.8

2.3

22

10

.9 l1 1.9 12 2.1

2.3

20

10

ALL SIZE

0-70

7 1.1 30
'I 31-399

400.999

0ver 999

2.8

1.7

3.4

5.5

1.9

15

I
23

49

l6

0.2

1.7

1.9

0

2

22

74

4

1.8

2.4

10

23

2.8

1.4

2.8

3.6

1.7

t5
7

21

36

15

ALL PHfu 2.5 l6 .9 11 1.9 12 2.2 15

N UMBER

MO NTHS

SINCE ACC

0-3

4-9

10-'t 2

Over 12

2.3

3.1

2.6

;
24

20

0.9

0

1.8

2.4

10

23

2.3

2.1

2.5

t1

18

19

oo

4
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Uniformly in the sites sarnpled, the use of 1ocal inspectors to
perform inspection was more economical than the use of PHA staff to
perform inspections. Generally the costs were higher in the larger
PIIAs, and the use of local inspectors appeared increasingly desirable.

5.5.9 Conclusion

The analysis of the inspection function has revealed irnpor-
tant distinctions between PIIAs at Metro locations versus non-Metro 1o-
cations. Lr this factor, differences are reported for costs, methods,
inspectors, standards, and reasons for failed inspections.

Many PIIAs would prefer more flexible housing standards"
Although tLrey generally agree that the housing standards are very rea-
sonable, the PHAs would like flexibility under special conditions.

In most cases, using local inspectors to perform inspections
is more economical tha.n using PHA staff when feasible. The use of loca1
inspectors should be encouraged.

5.6 The Payments tr\rnction

The payments function encorrpasses the monthly payments
made by PIIAs to landlords for units occupied by Section 8 tenants.
It is the only major function that is solely an ongoing effort; intake ef-
forts do not involve making pa;rments"

Payments for occupied units range frorn $2 to $245 per
month, with an average of $81 per month.

This section focuses on the administrative cost of making
payments rather than the value of the pa;rments thernselves.

5.6. 1 Methods of Payments

PHAs perform the routine pafments function in a variety of
ways:

separate or combined pa;rments to landlords;

automated or manual system of pa5rrnents; artd
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for automated systems, processing of paSrrnents
by PIIA staff or by another agencyo

5.6. 1.1 Combined Payments

At man-y sites, some recipients occupy units rnanaged by a
common landlord. In such cases, PIIAs may combine assistance
amounts associated with two or more recipients to the common land-
1ord.

Seventy-five percent of the PIIAs sampled make combined
pa;rments. The practice is more prevalent at the smaller and medium-
size PHAs, with 82 percent combining payments, while only 38 percent
of large agencies (over 750 units) combine pa;rments.

tr A 1 
' 
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Iir larger agencies with significant numbers of occupied r:nits,
rnanual processing of payments becomes unrnanageable, and PHAs may
opt for an automated system of payments.

Thirty percent of the PHAs sampled use an automated pay-
rnents function. Autornation is, of course, more prevalent in the larger
and rnore experienced PHAs.

5.6. 1.3 EDP Facilities

For agencies requiring an autornated systern, it may or rnay
not be practical for the PHA to have its own computer facility" Of the
automated agencies sampled, 12 percent had their own facility, 22 per-
cent contracted out for the services, and most PHAs were served by
some other agency.

5.6.2 Level of Parrrnent Activiw

PHAs are required to rnake payrnents monthly for Section B

occupied units. Because some pa;rrnents are cornbined for cornrnon
landlords, Ure achral number of payments rnade may differ frorn the
number of leased unit-months"

Table 5-23 displays the observed nurnber of pa;rments per
occupied unit-month by various characteristics. An average of 63
parrments are made for everv l-00 units oer month. Agencies that
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cornbine pa)nnents made slightly more than half as many pa5rments per
unit as agencies that do not combine pa5rments.

Table 5-23

Payments Frurction Activity of PHfu in Sector C

(N=30)

FACTOB
NUMBER OF PAYMEIUTS

FOR EVERY HUNDRED

UI'IITS PEB MOTUTH

PEBCENT 0F PHAS

IN CATECORIES

C0 MB lN ED PAYM ENTS for recipients
with common landlord

YES
NO

AUTOMATED SYSTEM of payments

YES
NO

WHO PERFORMS AUTOMATED PAYMENTS

CONTBACTED
PHA

OTHER AGENCY

54
100

7',|

60

96

84
58

75
25

30

70

22

12

66

ALL PHAs 63 100
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5.6.3 Costs of Perform Payrnents F\:netion

Table 5-24 displays the administrative costs of rnaking pay-
ments for various subpopulations of PIIAs. On the average, 36 minutes
are required per occupied unit per month. Considering other direct
costs, such as computer costs for automated payments systerns, this
corresponds to $2.68 per unit for direct cost of payments per unit-
month, or $32 annually per unit.

Table 5-24

Cost of Payment Ftnction in Sector C

PHA LOCATION
Metro

Non-Metro

SIZE OF PHA JUBISDICTION po pulati on

<50K
50 K-1 00K
1 00 K-500 K

>500K

P ROG RAM SCALE ACC size in units

0-70

7r-l30
r 3t -399

400-999

0ver 999

LEVEL 0F BELATED ACTIVITY currently administer other
programt

YES
NO

SECTIOI'I 8 EXPERIENCE months since ACC

0-3

4-g

10-12

>12

PBOGRAM STATUS % leased of ACC

<40%
41$5%
66-90%

>90%

.44

.77

.u

.47

.40

.46

.71

.67

.M

.44

2.64
2.73

3.26
2.63
2.01

2.23

252
2.49

3.35

t.z5
1.71

3.03
2.01

2.76
2.77
2.01

2.08
1-41
1.89

147

.83

.56

.56

.18

.37

.62

.53

.74

.45

.35

0t{Gott{c cosTs PEB

OCCUPIED U]IIT PEB IIIOHTH

Dir.
Fers. llr.

Total
iiirct Cost (E!

FACTO RISUBPI}PU LATIOITI

ALL PHAS

92
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Direct paymcnt hours for Metro PIIAs and for larger ACC

size pHAs are lower than for non-Metro PHAs and smaller agencies.

This difference is explained by the use of automated systems and out-

side contractors, which correlates with PIIA size and location' Agen-

cies not using a rnanual system of payments require rnuch less personnel

tirne for the paYments function.

5. 6.4 Relative EfficiencY of Parrmen ts Methods

Table 5-25 displays the relative efficiency of payment meth-

ods. The data do not support any one method as being most efficient"

Table 5-25

Relative Efficiency of Payment Methods in Sector C

METHOD

HOUBS
PER UNIT

PER MONTH

DIBECT COST

PER UI{IT
PER MONTH

COMBINED PAYMENTS

recipients with common landlord
YES
NO

AUT0MATED SYSTEM of PaYments
YES

NO

WHO PEBFORMS AUTOMATED
PAYMENTS

Contracted

PHA

Other AgencY

.52

.87

.58

.60

1.32
.26

.41

2.65

2.82

2.56

2.73

4.36
1.31

2.45

ALL METHODS .59 2.68
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Automated systems do not reduce the arr.ount of staff time re-
quired for payments" The direct cost figures may not include a llroperallocation of data processing costs for PIIAs that perforrn their own pro-
c essing"

RAtr. l.a^- ^1,' ^; ^- ^vulr! tuDaurl>

The analysis of the payments function has revealed that the
methods and costs of making payments are strongly related to ttLe scale
of operations. No conclusions are supported on bes.; methods of pay-
rnents for equivalent agencies; however, an automar;ed system o:l pay-
ments may be the only manageable alternative for lirrge agencie;;.

5.7 Summary

The analysis of PHA functions shows ttrai each agenclf has its
own ccmbination of methods to adirrinister the Sectir>n B prograrr:..
Though particurar meth<>ds were judged superior to others for sr>rne
functions, the ideal procedures depend on factors srrch as agenclg loca-
tion, size, experience, geography, and characteristics of the eligible
population. Each agency had a ulique cornbination of these attributes
and a rrnique experience with the program.

Table 5-26 sumrnarizes the direct hours and direct costs by
function. Thq prelirninary hours and costs are expr:essed per or:cupied
unit and tlre ongoing hour:s and costs are expressed per unit-1nor:Lth.
(Note: The total costs of the prelirninary activities discussed in this
section use the direct costs above as a base on to weich are addr:d indi-
rect costs. )
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Tahle 5-26

Summary of Direct Hours and Costs*

(Sector C Averages)

FUNCTION

0 utreach

Certification

Client &rvices

lnspection

Payments

r lndiroct costs not included; see Sestions 5 and 7 for total costs'

5.7.1 Pr I,'unctions

The PIIAs curuently enroll roughly ? percent of eligible fami-
lies in the jurisdictions. This enrolknent is accomplished through the
preliminary functions of outreach, certification, client services, and in-
spection.

Table 5-26 indicates that the largest component of prelirninary
direct cost is attributed to client services; however, this cornparison
must be qualified" Client services a.re more flexible in requirements

PRELIMIilABY
PER OCCUPIED UTIIIT

0IuG0ttuG

PEB UNIT-MO]'ITH

0ir.
Pers. Hrs.

Total

Direct Cost

!

Dir

Pers. Hrs.

Total

Direct Cost

6.5 $ 33.51

7.4 35.03

9.6 47.32

3.3 20.24

.26

l8

.48

.1 'l

.59

$1.33

79

1.92

6l

2.68

Total 26.8 1 31 .10 1.62 7.33
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and difficult to identify. Many agencies justifying resou-rces spe:nt on
other functions have assigned the residual to client services. Naturally,
"idle" time is inevitable; however, this process of allocating costs may
assign a disproportionate share of idle time cost to client servic:es.

Certifica*uron and outreach functions each contribute erbout
one-fourth of total preliminary direct costs. While the certificeution
process is fairly routine, the cost of outreach and the range of techni-
ques employed were highly variable. The rernaining function, i:tspec-
tion, comprised 15 percent of preliminary costs.

Prelirninary cost per unit leased decreases as the agency ap-
proaches steady-state lease-up. As each agency progresses torvards
steady-state lease-up, the distribution of costs by function shifts. Less
ernphasis is placed on outreach since those expenses are usuall-r in-
CUZ.r,ed at the ggr.tiae* ercaa nf .jI'ogl'a1n dCVeIOpr:iCnt.

5.7.2 Oi:gorng Flnctions

Most of ttre PIIAs sampled did not have enough experience
maintaining the program to record meaningful estirnates of ongc,ing
costs. Ongoing costs for agencies with less than one year of experience
in the program were a relatively small portion of total costs"

Tab1e 5-26 illustrates the distribution of ongoing dirr:ct hours
and costs at the tirne of data collection" These direct expenditures are
sornewhat less than what may be observed for the same agenciel; after
one year, when a larger percent of units are leased"

As expected, the payrnents function cornprises the largest
part of ongoing direct hours and costs. Client services and payments
combined currently account for two-thirds of direct expenditures" Cer-
tification and inspection are periodic activities, typically performed
annually. Consequently, PHAs with less t]:an a year of progranr experi-
ence have not yet performed these functions.
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6. ANALYSN OI.' PRELIMINARY F'E.h.-

Thc PliAs are tunded for adrninistering the Section B Existing
llousing Program through two fee mechanisms: a preliminary fee to cover
the initial program startu;r and an adrninistrative fee to cover the ongoing
activities. HUD has clefincd the prelirninary, or intake, costs as follows:

Preliminary costs shall be allowed to cover the
costs of initially taking into the program suffi-
cient families to occupy the units authorized.
This intakt: process includes the following func-
tjons: publicizing the program to lower-income
far:rilies and to owners, propertv nlanagers, and
real estate brokcrs; rct:eiving and screenjng ap-
plications; certifying income; providing prograrn
and market infonnation to participants; rerriew-
ing requcsts for lease approval; conducting in-
spec-tion ot'units; and negotiating contracts with
owners. Administrative ovcrhead costs, includ-
ing equipment, supplies, executive salaries,
etc., are jncluded in these costs. . " These one-
time costs take into account thosc families who
inquire or apply ior the program, but who never
receive housing payrnents because they do not
find acceplable housing, decidc' not to join the
progran'], or are ineligible"

This section prescnts thc status of the "measuredtt preliminary
costs ipcurred per: unit leased compared to the granted prelirninary fee per
unit. The costs wcre' lneasured through the following process:

estimation bv PIIA staff of the labor time expended by
function for preliminary, administrative (maintenance ),

and general activities;

measurenrent of the salary cost, based upon the time
estimates and salary information provided by the PIIAs;

identification to the extent feasible oI nonpersonnel costs
clirectly attributable to a specific function and to prelirni-
nary or administrative activities;
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identification of employee fringe benefit eosts and other
indirect costs;

allocation of employee fringe benefits costs to each pre-
Iiminary and adrninistrative function to determine the
total direct cost of the function; and

allocation of other indirect costs and the personnel cost
for general activities to preliminary and adrninistrative
activitie s "

The measured preliminary costs per uni.t leased presented in this
section are the sum of the prelirninary direct costs by function presented in
Section 5 plus the indirect cost allocated to preliminary activities.

in this section rhe measureci prelirninary costs per unit ieased and
the dilierence between those costs and the granted prelirninary fee per unit
are anaLyzed by pertinent site characteristics, such as Nlletro, population,
number of units under ACC, number of rnonths since ACC execution, and
percent of Iease-up. !'inally, the current prelirninary fee structure is eval-
uated as to its simplicity, continuity, incentives, dynarnics, equitableness,
accountability, and implernentation cost"

6.1 Status

The preliminary tee per unit granted by the IfUD area office, the
lneasured preliminary cost per unit leased, and the difference between them
are presented in Tabte 6-1. The preliminary fee per unit granted to the 30
PIIAs sampled ranged frorn a low of $70 to a high of $609. The average fee
per unit granted to the 30 PIIAs was $266, or slightly below the HUD stan-
dard of $275. The average preliminary fee per unit granted in Sector C is
projected to be $257.
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Table 6-l

Status of heliminary Fee and Cost per Unit

SITE

FEE

GBAIUTED
($)

COST INCUBRED
PEB UNIT LEASED

($)

GBANT OVER (UNDER}

INCUBBED COST
($)

DIFFEBEIIICES AS

PEBCEIUT OF GRAilTED

1

2

3

4

5

5

7

8

I
10

1l

12

'13

14

15

16

17

18

l9
20

21

22

23

24

25

26

27

28

29

30

218

245

212

160

250

205

200

206

275

275

275

175

70

il6
235

184

275

609

416

469

337

585

365

275

275

275

275

775

153

107

134

149

62

156

122

239

223

357

282

278

256

255

124

95

148

123

452

205

388

38?

364

708

383

616

542

261

282

155

181

130

84

96

150

4

128

(341

l23l
(151)

(7)

(3)

l9
(80)

(54)

21

87

6l
(.1771

404

78

87

l27l
(l 23)

(18)

(34r)

(267)

14

(7)

120

(28)

(23)

39

39

t1

3

5l
(17)

fi21
(73)

(31

(1)

7

(46)

l77l

18

37

33

(64)

66

1

l9
(8)

(2r )

(5)

fi24!.
(s7 )

5

(3)

44

(l 8)

(21)

Average 266 258 l2l (l )
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The average measured preliminary costs incurred per unit leased
are not substantially different from the fee granted. For the 30 PI{As sam-
pled, the average measured preliminary cost per unit leased r,vas $268, or
$2 more than the average fee granted" Wide variations were evident arnong
PIIAs however. The measured preliminary cost incurred ranged frorn a
Iow of $62 to a high of $708, and the difference bet'reen the fee and the cost
ranged from a low of the ('ost $404 below the fee to a high of the cost $341
over the fee"

Based on the 30 PIIAs sampled, the projected average prelirninary
cost per unit leased in Set:tion C is $241. This is $16 less than the average
fee granted of $257 "

The preliminary costs presented above reflect the estimated costs
of the PHAs as of their current stage of prograrn development" Two pertinent
indicators of the different stages of program development are the percent of
iease-up and the number of months since execution of the Annual Contributi.ons
Contract" These distributions are summarized in Table 6-2.

Table 6-2

Distribution of Section B Program Maturity in Sector C PHAs

FACTO B
PE RCENT
0F PHAs

PEBCENT OF LEASE.UP

Under 40

41-65

66-90

Over 90

NUMBER OF MONTHS SINCE ACC

0-3

4-9

10-12

Over l2

28

33

21

l8

51

38

11

(N=301
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The state of prograrn rleverlopment should have an impact on the
tncasured curnulatjve pre)iminary costs incurred per unit leased to date. The
ACC requires the PIIAs tr., publicize the prograrr in the community in order
to attract applicants. Thjs outrcauh cf'tort may result in substantial expendi-
tures in the early stages of prograr:r developrnent, but in the latter stages
the costs will be relativel-:z modest. The costs in the ]atter stages of program
c-ievelopment will be minitrral for one of two reasons: (1) the PI{A continues
to receive applicants from a delayed response to the initial outreach effort
or (2) as the PHA approac:hes luII lease-up and fewer units are available for
rent, the outreach function is narrowed or is focused on specific segments
oI thc popuiation.

A regression ot'tho estirnated prelirninary cost per unit Ieased
against the perrcent ol lease-up indicates this gradual reduction in the cost per
unit leased as the percent of lease-up increases. Ji'or the 30 PHAs sampled
and as projected [or Sector C, the rneasured cumulative preliminary cost per'

unit leased decreased as the percent of lease-up increased.

R) F'actors Affet:t.ing Prcliminar.y Costs

The estimated preliminary cost per unit leased and the atnount bv
which the preliminary tec granted exceeded the cost incurred are sumnrarized
in Table 6-3, for the following PIIA characteristics:

N[etro/non -Metro;

population;

ACC sizc (units);

nurnber of months since ACC;

percent lease-up;

preliminary fee granted per uni.t; and

years of housing experience.
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All PHAs

Type of Area

Metro

Non-[!letro

Popul ati on

Under 50,000

50,000 to i00,000
r n6 6nn
IUU,UUU TU 3IJU,UUU

Over 500,000

ACC Sze

Under 70

7l to 130

131 to 399

400 to 999

Over 999

Number Months Since ACC

4to9
10 to 12

0ver 12

Percent of Lease-Up

Under 40
4l to 55

66 to 90

Over 90

Preliminary Fee Per Unit
Under 200

200 to 274
275
Over 275

Years of Housing Experience

Under I
2to 5

o to tu
Over 10

Table 6-3

Analysis of Nleasured Cumulative heliminary Cost Per Unit
Leased by PHA Characteristics

in Sector C

FHA CHABACTEBiSTiC
AVEBAGE PRELIMINARY

Fr.lgr tilnilaoEnv9ga larv9rarrLE

PEB UNIT LEASED ($)

AVERAGE GBAilT
OVEB (UruDER)
INCUBBED (S)

241 16

261

216

19

12

t?o

228
221

359

26

50

Qzt
(2s)

276

178

264
410

216

(57)

75

8

l47l
17

223
?71
220

12
30
(s)

321

247

191

163

(48)

24

5

1 '.t5

132

r97
325

366

4

28
(50)

119

3

tot,

72

5

213
323

242

244
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The estimated preliminary cost per unit Ieased is higher tor Metro
than for non-Metro, $261 versus $21?, respectively, as projected for Sector
C. This may be explainecl by a combination of a higher cost of living in a
Metro area and the organizational findings that the Metros are more likely to
have fulitime specialized staff (table 4-3). An analysis of the aggregated
personnel cost for labor directly associated with a specific preliminary or
administratj.ve function inilicated higher costs for Metros. The aggregated
personnel cost (salary plus employee fringe benefits) was , 6.14 for Metros
sarnpleci, or 3B-percent more than the non-Metro cost of $4.45. The indi-
rect costs jncurred by the Metro PFIAs sarnpled per direct labor hour was

measured as $6.74, or S2-percent higher than the non-Metro indirect cost
per direct labor hour of. .421.42.

The organizational finding that the Metros are more likely to have

fulltirne specialized staff rnay also contribute the higher measured cumula-
live preliminary c:osts per unit leased. In either a Metro or a non-Metro
certain valleys can be expected in the volume of work. In non-Metros with-
out ful1t1me specialized slaff, parttime Section B staff can reallocate their
time frorn one Section I function to another or from Section B to anotiler pro-
granr. Thus, the Section B program will not have to absorb as rnuch of the

cost of nonploductive timc in a non-Metro as in the Metro, where the fuII-
time specialized staff is a cost of the Section B prograrl regardless of the
level of productivitY.

A definite relationship also appeared between the estirnated pre-
Iiminary cost per unit leased and the percent of lease-up (Figure 6-1 and

Table 6-4)" The average preliminary cost decrcased as the percent of lease-
up increased. The correlation coefficient of -" 33 is not especi.ally strong, but
it is relatively high consiclering the general dispersion of the costs for the 30
pIlAs, The negati.ve correlation (i.e., that the cumulati,ve unit cost decreases
as the percent of lease-utrr increases) has a confidence level of approximately
93 percent.

The measurcd preliminary cost per unit leased appears to be po-
sitively relatecl to the granted preliminary fee per unit (i.e., the estirnated
cost is higher for PIIAs with higher fees). A regression of the rneasured
preliminary cost per uni.t leased against the granted preliminary fee per
unit for the 30 PHAs sampled (Figure 6-2 and Table 6-5) yielded a relatively
high correlation coefficient of +.5? and 95-percent confidence (1) that the
correlation is positive and (2) tnat the cost may increase dollar for dollar
with the increase in fee. This positive relationship, however, does not
necessarily indicate that the preliminary fees granted were reasonable. The

103



02/ ll/7f

EVIL'.IATIOI'I OF SECTI!.)N 8 HOI,,SINO ASSISTANCE PNOGNAT.IPRELIM FEE PER ilrJIr LEASED - ACTTTALst q'i irnnqau or

1lz

20 ,o '-- - 'io
5n 60 7O 80 90

641

s82

100

-_..--.b(r.7--- -

I,
I
I
I

I
t
I
I

5FZ

-o--'-wq
u

I
517

tr32

i--
I
IlJo

A
_tz,

L -__ t_ ,_
I

I

I
I

- i5a

387

--EU
G
F

--boo
E

.=
=J-u
E
4

_117 ._-_-:
I
!._ _.
I

._ I
17?

-i 6z

I
I'
I
I

.l
I
I

I

I
I
I
I

I
I
I
I

I
I
I
I

I
I
I
I

:

{

t

lzz

2s7

lqz

lzt

h?

_..-_ _ ?5? -
o

T

I'i
I- -i

1
I
i
I

I
I
I
I
I
I
I
I
Io
I
I
I
I

t

(,ivE

I127

A2

t

c

t

l5
+----i---r

25 1q a5 55 65 7c

PEBCENT LEASEO OF ACC

c5 gq 105 Its

Filpre 6-l: Meaeured Cumulative
IIIIII

I!
I
I
I
I
I
I
I
I
I
I
I,

I
I- --r

keliminary cost per unit Leased Yersus Percent of Lease-up for sampled ptflfu
IIIIIII^I'II III



IIIIIIIIIIIIIIIIIII

Table 6-4

Regression Statistics of Preliminary Cost Incurred per Unit Leased Vereus Percent of
Lease-up for Sampled PHAE
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Table 6-5

Regression Statietics of heliminary Cost lncurred per Unit Leased Yersur Granted heliminary Fee per
Unit for Sampled PHAs
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reai rneaning of the correlation may be that the PIIAs have managed the pro-
gram such that the costs match the granted fee.

The remaining tests for patterns in the estimated preliminary
costs yielded inconclusive results. When segregated into population rangeS,

the 30 PIIAs sarnpled evidenced no discernable trend. The projection for
Sector C indicated that the measured prelirninary cost per unit leased de-

creased as the population j.ncreased until the population reached 500, 000.

For pIIAs with over 500,000 in population, the estirnated preliminary cost
dramatically increased from an average of approximately $230 per unit to
approximatefy $359 per unit. A regression of these two variables yielded a
correlation coefficient of. .32 and a 95-percent confidence interval that the
slope includes zero. The latter rneans that the prelirninary cost per unit
Ieased may be the same regardless of the jurisdiction population.

The preliminary cost per unit leased is lower for PIIAs with 100

to 749 units than ior.FHAs witii iewer ol Lrrore uiiits. '"'v11e11 con,pared to the
nurrrber of tnontirs sirice exec-uition of the Annual Contributions Conti'act, the

average preliminary cost per unit leased is higher for agencies in the 10-

to 12-month category than for those of fewer or rnore months since ACC.
This lack of a relationship was substantiated by a regression, for the 30

pIIAs sampled, of the estimated preliminary cost per unit leased against the

nurnber of rnonths since ACC. The regression yielded a correlation coeffi-
cient of 0. 02, or no discernable correlation.

The rneasured prelirninary cost per unit leased does not display
any discernable trend when compared to the number of years that PIIA has

been involved with housing prograrns. The categorizati.on of the average cost
by years of experience indicates that agencies in the 2- to S-year category-.
have the highest average cost. A regression, for the 30 PIIAs sampled, of
the cost against years of experience determined the correlation coefficient
to be 0.12, or very little correlation. The 95-percent confidence interval of
the slope includes zero, which indicates that the preliminary cost per unit
leased may be the same regardless of the years of experience the PIIA has

in housing programs.

The cornparison of the average amount by which the granted pre-
liminary fee per unit exceeded the measured prelirnilary cost per unit leased
(Tab1e O-g) Oo"s not indicate any clear trends by groupings of PIIAs with
similar characteristics. In some cases either the 30 PIIAs sampled or the

projection for Sector C indicates a possible relationship, but the other fails
to show the same pattern. Without such a consistenClr the possible trends
are not considered to exist.
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Regressions were performed of the amount by which the granted
fee per unit exceeded the measured cost per unit lease against (1) the number

tof rnits under lease, (2) tne percent of lease-up, and (3) the granted fee per
funit" The findings of these regressions were an absence of correlation and

a difference between cost and fee which is constant at the 95-percent confi-

ta.rr.. 
level. The key statistics are surnmarized in Tab1e 6-6.

Table 6-6

Regression Statistics of Preliminary Costs and Granted Fee for Sampled PHfu

BEGBESSION FOB 30 PHfu
SAMPLED OF FEE OVEB
(UNDEB) COST AGAINST

CORBELATION
COEFFICIENT

SLOPE

CONFIDENCE

LEVEL THAT

STOPE IS NOT

EOUAL TO

ZEBO

Number of units under lease

Percent of lease-up

Fee per unit

+.10

+.27

+.25

+ .04

+1.43

+ .28

40

85

76

These results corroborate the initial findings by PIfA groupings that no dis-
cernable patterns exist in the difference between the granted preliminary
fee per unit and the measured prelirninary cost per unit leased.

lu., Evaluati on of Current Preliminary Fee Structure--Conclusions

The current preliminary fee structure is theoretically a simple
system: costs to lease each ACC unit before the unit is leased are prelimi-
nary costs. In practicality, however, this structure is relatively complex.
As indicated in Table 4-6, approximately B0 percent of the PIIAs reported
that ttrey do not use the HUD definition to accumulate preliminary costs. Ap-
parently this is because of honest misunderstanding of the HUD definition or
because allocation methods (percent lease-up) are used. The percent lease-
up allocation method may be valid if the PIIA staff actually spends the same
amount of tirne per period for each of the ACC units, whether or not the units
are leased.

A truly accurate system for determining preliminary costs would
require tirne reporting by each employee of (1) the time spent to lease up
ACC units which have not already been leased up and (2) tfre time spent with
a recipient or to lease up a previously leased up ACC unit (i.e., to replace
attrition). The complexity of explaining the operational meaning of prelimi-
nary costs, coupled with the misunderstandings of the PIIAs, indicates that
the current preliminary fee structure is not sirnple.
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If such a system were implemented, the PIIA could readily discern
the status of the costs incurred versus the prelirninary budget and anticipated
future costs to achieve fuIl lease-up" The implementation of a revised sys-
tem to accurnu-Late preliminary costs properly would require resource expen-
ditures not included in the current PIIA preliminary fee budget.

The current preliminary fee structure encourages operational pro-
gram efficiencies needed by the PIIAs to stay withinthe preliminary budget.
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7. ANALYSIS OF ADMINISTRATIVE F'EE

The preliminary fee funds the PHAs during the initial lease -up
period. After lease-up, the costs of maintaining the program are funded
by the administrative fee. HUD has defined the administrative costs as
follows:

PHAs shall be allowed an adrninistrative fee for
each unit month under HAP Contract equal to
8-1lzqo of the existing Fair Market Rent for a
two-bedroom, nonelevator unit in the locality,
or $15, whichever is greater.

Administrative activities covered by the fee in-
clude making payments to owners, recertifying
incomes, providing housing information and as -
sistance, reinspecting leased units, maintaining
the contracfual relationship with owners, and
receiving into the program new families to re-
place those who drop out. Administrative over-
head costs are included. The fee is a flat fee
allowable to each PHA for the units actually under
HAP Contract.

This section presents the status of the t'measuredtt administra-
tive costs incurred per estimated leased-unit-rnonth compared to the ad-
ministrative fee per unit-month. The cost measurement process was de-
scribed in Section 6, Analysis of Pretiminary Fee. In this section, the
measured administrative cost is the sum of the administrative direct
costs by function presented in Section 5, Analysis of PHA F\rnctions, plus
the indirect cost allocated to administrative activities.

Because the Section B program was not mature in the PHAs we
analyzed, we have little confidence inthis method of cost analysis. Only
seven of the 30 PHAs sarnpled had been in the program rnore than 12
months.

Because the section 8 program is relatively young, the mea-
sured administrative costs incurred to date may understate the true main-
tenance costs of the PHAs at maturity for two reasons:
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During the first year of prograrn operations, the
PHA will perform certain administrative functions
(such as payments to landlords) bu.t will not neces -
sarily perform others (such as recertification and
reinspection).

During the first 4 m,cnths of the second program
year, the PHA will perforrn recertification and re -
inspection for some recipients but not for others,
(".g., recipients whose occupancy began during the
last half of the first program year).

To provide an alternate estimate of the administrative cost to
maintain the Section 8 program, a second method was employed to ttproj-

ect" administrative costs for PHAs inthe program longer than 1 year
(since ACC execution). tr'or this projection, the actual lease-up rate by
quarter and certain reinspection data were utilized to estimate the proi-
ected administrative cost incurred per recertification and per reinspec-
tion, respectively, per leased-unit-month. Consequently, in addition to
presenting a straightforward average of the measured cumulative adrninis -
trative costs incurred per leased-unit-month to date, this section presents
an analysis of the projected adrninistrative cost per leased-unit-mcnth for
the seven PHAs with rnore than 1 year of prograrn operations cornbined
with the measured curnulative administrative cost incurred per leased-
unit-month for the 23 PHAs with 1 year or less of program operations.
These costs are analyzedby pertinent site characteristics, such as Metro,
population, number of units under ACC, estimated number of leased-unit-
months, number of months since ACC, and percent of lease-up.

7.L Current Status of Measured Costs in the Sampled PIIAs

Using the analysis consistent with the earlier sections (i. e.,
taking cumulative costs to date on a leased-unit-month.basis, the average
administrative fee granted per unit-month is $16.08 for the 30 PHAs
sarnpled with an average measured administrative cost per leased-unit-
rnonth of $f 3. 16, or $2.92 less than the grant. The administrative fee
ranged frorn a low of $15.00 to a high of $20.5? (Table 7-l), the estimated
cost per leased-unit-month ranged from $O.SZ to $50.55, and the difference
between the fee and the estimated cost ranged from an excess fee of $16.85
to an excess estimated cost of $35.55.
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Table 7-l

Status of Administrative Fee and Cost

per Leased-Unit-Month

SITE

GBEATEB OF 8.5%

0F FMR 0R $15.00
($)

ADMINISTRATIVE
COST ($}INCUBRED

PEB

LEASED.UNIT.MONTH

FEE OVEB
(UNDEB) COST ($)

INCU RBED

DIFFEBEIIICE AS

PEBCENT OF FEE

1

2

3

4

5

D

7

I
I

t0
11

t2
t3
14

15

16

1t
l8
i9
20

27

23

24

25

26

27

28

2S

30

5.00

5.38

5.00

15.00
'r 5.38

15.00

I 5.00

15.00

1 5.00

1 5.00

15.00

1 5.00

15.00

15.00

1 5.00
'r6.23

16.32

1 9.38

19.38

1 5.00

19.38

15.30

70.51

17 .17

r 6.23

r 9.80

15.72

15.72

15.00

4.87

11.11

3 9.43

14.03

9.86

4l .88

2.14

6.00

6.21

4.65

50.55

18.30

6.s 3

3.3 1

6.24

15.56

2.13

1 7.66

18.43

5,53

22.14

2.67

29.14

.32

14.26

10.54

10.03

9.27

14.33

'l 0.1 3

3.68

Q4.431
.97

5.52
(26.88)

12.86

s.00

8.79

10.35
(35.55)

(3.30)

8.47

1 1.69

8,7 6

(.33)

14.19

1.72

.95

9.77

Q.76\
12.63

(.17)

16.82

1.98

9.27

5.70

6.46

.67

68

24
(163)

6

36
(l7s)

86

60

5g

69

|t2371

l22l
56

78

58

l2l
87

I
5

64

(14)

83
(l )

98

12

47

36

41

4

Average 16.08 13.16 1a7 18
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Without the minimum fee provision of $15.00 per leased unit,
L4 of. the 30 PHAs would have had an administrative fee per unit of less
than $15,00. The average fee would have been $r+. gr, the lowest fee
would have been $9.69, and the difference between the fee and estirnated
cost would have.ranged from an excess fee of $16.98 to an excess cost
of $40.86.

7.2 Factors Affecting Measured Costs

The average measured administrative cost per leased-unit-
month and the difference between the funding fee and the measured average
cost are presented by PHA characteristics in Table 7-2. f]1te rneasured
average cost per leased-unit-m,rnth appears to be higher for non-Metros
than for Nletros. Howevei, the distinction is not statistically signiftcant.
The measured average cost revealed no general patterns when segregated
hv nontr]af ion AC'C rrnitq n:rmlron nf mnnfho oi-^o A frfr na*^^-r ^F 1^^^^r-l_ -_--_ --avr.erro Drtruv 4rvv, PEr ULrIL Ul Ig45E-

up, anci nurnber of ,vears of Pi{A housing experience.
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Table 7-2

Analysis of Measured Cumulative Adminietrative Cost

per Leased-Unit-Month by PHA Characteristics
in Sector C

Note: The cost incurred ststistlcs are hovily weighted, with 23 of the 3) samplad PHAr in the program less t*ran one

PHA CHABACTERISTIC
AVE RAG E ADMIITI ISTBAT!VE COST
($} IilCUBBED PER LEASED.UIUIT.

MOITTH

AVERAGE FEE ($)

OVEB (UNDEB} IilCUBRED

AII PHAs

Type of Area

Metro
Non-Metro

Population
Under 50,000
50,000 to 100,000
100,000 to 500,000

Over 500,000

AGC Sze

0-70

7r-l30
131-399

400-999

0ver 999

Number of Months Snce ACC

4tog
I0tol2
Over l2

Percent of Lease-up

Under 40

41 to 65
66 to 90

0ver 90

Number of Years of Housing Experience

Under 1

2to5
6to10
Over 10

13.66

1 1.87
15.86

19.42
9.57
9.54

14.36

17.67

r 3.63

I 1.45

7.83

14.11

15.30
10.43

17.40

13.89

I5.63
10.50

13.47

t 8.s7
26.11

9.87
7.99

2.22

4.74
(.85)

(3.83)

6.77
5.9S

2.41

(1.77)

2.05

4.74

8.35

1.U

L21l
6.27
(.63)

1.45

.18

5.17
3.69

(3.06)
(r0.M)

6.21
7.78

year
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Regressions of the estimated administrative cost per leased-
unit-months versus years of agency experience in housing yielded the re-
sults shown in Figure 7-1 and Table 7-3. These results for the sarnpled
PHAs are comparable to the Sector C findings; however, these statistics
can be analyzed without correction for the sarnple design effect.
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Table 7.3

Regression Statistics of Administrative Costs Incurred per Leased-Unit-Month
Yersus Years of Agency Experience in Ho,sing For sampled pHAs
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The estimated percent of FMR is summarized by PIIA charac-
teristics in Table ?-4. For the 30 PHAs sampled, the average measured
administrative cost per leased-unit-month ($ts" 16) yields an average cost
of 8.1 percent of the FMR. As projected for Sector C, the average cost
of $13"66 converts to 9. 1 percent of the FMR. This analysis also indicates
that the PHAg with measured administrative costs tn excess of 8.5 percent
of FMR are the non-Metros. The non-Metros generally relate to a small
population, a srnall ACC size, and a PHA that has been operating a Sec-
tion 8 prograrn for less than 10 months.
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Table 74

Estimated Administrative Cost per Leased-Unit-Month
As Percent of FMR in Sector C

Note: The cost incurred statistics are heavily weigtrted, with 23 of the 30 sampted PHAs in the program less than one

year.

PERCEI{TAGEPHA GHARACTEBIST!C

9.1

6.3

12.6

14.5
5.5

5.8
,.J

13.5

9.5

5.7

3.7

8.3

r 1.8
5.5

9.0

9.6
11.8
6.4

5.7

13.8-
21.2

5.2

4.5

Number of Years of Housing Experience

Under I
2-5
6-1 0

0ver l0

All PHAs

Type of Area

Metro

Non-Metro

Populati on

Under 50,000
50,000-100,000
100,000-500,000
Over 500,000

nuu d4ts

0-70

7 r.r 30

1 31 -399

400-999

Over 999

Number of Months Snce ACC

4-9

10-lz
Over 1 2

Pereent of Lease-Up

Under 40
41-65
66-90

Over 90



T. J Alternative Estimate of Pro ected Costs

As described above, the projected administrative cost per
leased-unit-rncnth includes the measured cost for PHAs of t2 or less
rnonths since ACC execution and, therefore, inconsistent sets of incurred
costs. When the sampled PHA population is segregated into groups of over
and under 12 months since ACC, projected costs can be adjusted to include
the effects of recertification and reinspection cost per leased-unit-rnonth.

The average projected administrative cost per leased-unit-
month was $33.01 for the 30 PHAs sarnpled and $18.31 projected to Sector
C (Table 7-5)" Regression of these statistics was developed to ascertain
the PHA characteristics and perforrnance that relate to costs, as shown
in Table 7-6.

Table 7-6

Regreesion of Estimated Administrative Cost
for 30 PHAs Sampled

FACTOR
CORRELATION
COEFFICIEITIT

STOPE

COI{FIDENCE
TEVEL THAT
SLOPE IS ilOT

EOUAT TO ZEBO

Population (000)

ACC size

Number of months since ACC

Percent of lease-up

Number of years of housing

experience

-.1 6

-.1 I
+.21

-.02

-.30

- .00

- .00

+1.00

- .01

.24

58

43

73

I

90
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Tabte 7-5

Analysis of hojected Administrative costs per Leased-unit-Month

by PHA Characteristics in Sector C

DESCRIPTION

AVERAGE PROJECTED ADMINISTRATIVE
COST PER LEASED.UNTT-MONTH

ALL PHAs

t2 0B
LESS MONTHS

stNcg acc
OVEB 12 MONTHS

SINCE ACC

coi l3) N con l3l N Con l$) N

Al PHA!

Typ6 of Ar!,
i/buo
l.lon-tlstre

Populatio
Undd 5OPOO
5o.0oo to t0o,oOO
lmP@ to smroo
Ovd 50(!,OOO

ACc g.s
D70
71.1 30
r31-39{'
/{x).999

Nunbd of Modh. S@ ACC
4b9
10612
Ch6. I 2

P!@m ot L.a*Up
lJnd.r /U!

4l to 55
65 to 90
Ovt 90

Numb.r ot Yo6 ot +looling ExP.rhE
U.dd 2
2to5
6tolO
Orar lO

18.31

2033
15.a5

19.42
9.16

23.75
2t,.12

lr.ut
17.54
I t.45

7.83
98A4

1s.3O
1043
60.49

r389
17.65
21.8
zl:t1

3r.49
6.17

g.g1
1t -70

30

22
8

9
5
8
7

7
6
7
4
6

10
i3

7

9
I
9
4

It
2
5

1322

10sz
1sa5

19.L2
8.74
6.41

1547

17.N
13.13
1t.45
7,3
32

.ls30
't0.4:t

13.&l
15.68

8.52
1 1A3

1932
25.17

9.47
7.67

15
I

9
5
6
3

6
5
7
4
t

t0
r3

9
6
5
3

7
2
5
9

ar.4!,

60.4!t

14.69
73.01
ma5

14.69
4:t38

131.72

60.49

7G'.76
rrt35
433A

57 20.

79.13

7

7

I

4

7

2
4
1

4

3

AVERAGE FEE OVER (UNDER) PROJECTED

COST PER LEASED-UNIT.MONTH
(,..4:l)

13.7r I
{rGl

(333)
7.18
G22)

(lrJsl

lt2a)
(1.s21

1.74
83s

t8435)

(2r )

6n
{€a6l

145
(1a5)
(558)
(s.761

459'
ro.anl
621
1.O7
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2:2
8

9
6
I
7

7
6
7
4
6

10
13

7

9
I
9
4

t1
2
5

12

256

6.05
(a6l

(333)
7.n
89r
1.a2

nrrI
2.5
1.71
83E
1639

(:ll
627

l.rl5
.15

655
5,81

Ba9t

6-21
a-13

2?

15
8

I
5
6
3

I
5
7
4
1

to
l3

9
6
5
3

z
5
I

{43.86}

{€361

5.84
56.9r )
1492r l

5aa
lz7.ul

(1r7.O91

(/r:lA6t

152.4rr)
165.851
(27.641

(4023)

(64.43)

7All PHA'
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MgtE
tlon*lao
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Under 5O,OoO
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Of these, only the number of years of experience provides any indication
of a possible relationship. The correlation coefficient of .30 (absolute
value) is relatively high for the smal1 size of the sample. The g0-percent
confidence that the slope is negative indicates that the PHAs with more ex-
perience have lower measured administrative costs per leased-unit-month
(figure ?-1 and Table 7-3). This is at variance with the preliminary fee
analysis findings (Section 6), in which the PHAs with greater experience
incurred higher measured prelirninary costs per unit leased than did the
PHAs with less experience. Although the correlation coefficient for the
variable, ttnurnber of months since ACC" is not very high, the value of the
statistic of the average fee for Sector C for PHA-s in the program more
than 12 months seems, to us, to be the rnost usable. This value is
$f Z.+O per unit-month and exceeds the Sector C fee received by $O.gg.

Other regressions of the estimated administrative cost per
leased-unit-month were performed in an attempt to find PHA fees and pay-
rnent patterns and their relationship to the costs. These are summarized
in Table 7-7.

Table 7-7

Regression of Btimated Administrative C.ost

for 30 PHAS Sampled

FACTOB
CORRETATIOTU

COEFFICIENT
SLOPE

GOItIFIDEIUCE

LEVET THAT
stoPE ts It0T

EOUAT TO ZEBO

l/"l

Number of leased-unit-m onths

Administrative fee per unit-month

Fair Market Bent,2{edroom unit,

nonelevator building

Number of units under lease

-.1 3

+.10

-.1 3

-.06

-.00

+.71

-.05

-.00

5l
41

52

18

L23



These regressions also indicate no correlation or pattern of the estirnated
administrative cost per leased -unit -month.

7,4 Adequacy of Current Stm,clr11e:-N{ggEulgg t9q!9

On the average, the administrative fee granted per unit-rnonth
exceeded the measured administrative cost per leased-unit-month by $2.92
for the 30 PHAs sampled and a projected $2.22 for Sector C (Table 7-21.
As presented in Table ?-1, the difference betweenthe grant and the mea-
sured cost ranged from an excess grant of $16.82 to an excess measured
cost of $SS. SS. The average difference between grant and measured cost
by PHA characteristics showed no consistent pattern.

The measured administrative cost per leased-unit-month ts 8. 1

percent of the FMR for the 30 PHAS sampled and 9. 1 percent as projected
^^ hryA - -^-^^--1^ s t'7n' ^-+ L^.f o moocrrno.ll trlrnin-

IOf >eCIOf \-. tJI Lne JU .r- rfrl;; sdurPrgut I v ysr uurru rras 4 rrrv*s

istrative cost per, leased--uiiit-month of less than 3.5 pereent, and, as pro-
jected for Sector C, approximately 72 percent had m'easured costs of less

than 8.5 percent. As expected (because of the method used to derive the

projected administrative cost per leased-unit-month), the average pro-
jected cost is substantially less for the 23 PHAS sampled of a year or
i""" =ince ACC ($f f .B?) than for the seven PHA* sarnpled of over a year
since ACC ($102 "46). The corresponding averages as projected for Sector
C are $tS.zz and $60.49, respectively.

The analysis of the average projected costs by PHA character-
istic stratifications revealed no describable trends. The PHAs of one year
or less since ACC appeared to have a relatively constant average projected
cost by ACC size. The Sector C projection, however, has more dramatic
fluctuations and tends to discount an overall conclusion.

The analysis for all 30 PHAs as projected to Sector C indicates
a trend of increasing average projected cost as the percent of lease-up in-
creases. The analysis for the 30 PHAs sarnpled, however, indicates in-
creasing average irojected costs per leased-unit-month until the PHA
reaches 90 percent of lease-up: PHAs with over 90 percent of lease-up
show a dramatic decrease in average projected cost.

For the 30 PHAS sampled, regressions of the projected admin-
istrative cost per leased-unit-month against PHA characteristics are sum-
marized in Table ?-8. No significant patterns were evident for the two
groupings of PHAs.
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Table 7-B

Re gression Statistics for hojected Administrative
Cost per [eased-Unit-Month for Sampled PHAs

Legand

r - correlation coefficient
B - dope

For all 30 PHAs as one group, significant variables were iden-
tified by:

number of months since ACC;

ACC size;

numlf er of leased -unit -mrrnths; and

number of units leased.

However, a careful review of these characteristics leads to the conclusion
that any significance in the perceived relationship results from the meth-
odology employed to derived projected costs (i. e. , the relationship is
inherent). These relationships are as follows:

Number of months s ince ACC. The projected cost was
the measured cost for the PHAs of one year or less
since ACC; therefore, measured costs were attrtbuted
to the total leased-unit-rnrtnths to date. For PHAs over

DESCBIPTIOIT

ALI- PHAs T2 OB LESS MOIUTHS SIITCE ACC OVEB I2 MO]TTHS SIiICE AGC

f B

Confidane
lnEild Thti

Slopr I 0

l%l

r B

Confidcnm
lntlrvd Thrt

lopo / O

l%l

l B

Confidrne
lntlrYrl Thr,

Sopr / 0
(,()

Number of months since ACC

Population

ACC size

Percenl of leae-up

Number of leased-unit-monthi

FMB

Number of units lsaed

Number oI yean of experience

+.42

+.10

+.31

+.09

+.34

-.01

+.40

-.07

1?.82

.00

.M

.30

.01

.01

.09

.33

98

49

90

39

94

2

97

26

+.03

-.21

-.22

..09

-.24

-.21

-.23

-.34

.18

.00

.01

.04

.00

.07

.01

.3t

I

68

59

32

74

68

71

89

+.32

..02

+.1 8

".13

+.1 1

-21

+.20

NA

35.42

.00

.04

.95

.01

't.07

.06

NA

54

2

31

v2

r8

37

34

NA

Fee -.12 5.19 41 +.1I 79 38 -.21 12..U 37
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one year since ACC, the measured cost for recertifi-
cation and reinspection was attributed to only a reta-
tively small proportion of the total leased-unit-months
to date; therefore, the projected cost per leased-unit-
month was higher than the measured cost. As a result,
the regression should have found a significant corre-
lation.

ACC size. Five of the seven PHAs over one year
since ACC were also five of the seven PHAs with more
t]nan 749 ACC units (table 7-5). As a result, the trend
introduced by the projected cost methodology against the
numirer of m, nths since ACC had the secondary effect of
introducing the szrnr? trend to the ACC size.

Number of leased-unit-m,:nths. In addition to being in
the large ACC grouping, five of the PHAs over one year
since ACC were over 65 percent leased-up, whereas
15 of tlne 23 PHAs of one year or less stnce ACC were
under 65 pereent leased-up (Table 7.5). This combina-
tion resulted in the PHAs with the older programs also
having a relatively large number of units leased and
leased-unit-months. As a result, the projected cost
methodology also introduced secondarily a trend in the
cost against the number of leased-unit-months.

Nurnber of units leased. Same as for number of
leased-unit -months, above.

7.5 Adequacy of Current Structure-- ected Costs

The 30 PHAs sampled had an average projected admtnistrative
cost of $f 0. gS (when estimated on a total sample of cumnlative untt-months-
to-date cost), or $2.43 more than the administrattve grant as projected
to Sector C (Table ?-5). The fee exceeded the projected cost for PHAs
of one year or less since ACC by $+.19 for the PHAs sampled and by
$2.56 for Sector C. The PHAs with the older programs, hovrever, had
excess projected costs of $40. 74 and $43.86, respectively.
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The analysis of the difference between the administrative fee
and the projected cost by characteristic stratifications was inconclusive.
However, the regression by characteristic revealed one possible cor-
relation (rabte 7-9): PHAs of one year or less since ACC against the
nurnber of years of experience in housing. A correlation coefficient of
.35 (absolute value) is relatively high, considering the small sample
size (23 PHAs) in that category. A 91-percent confidence was achieved
that the relationship is positive (i.e., that the administrative fee patd
is closer to the cost incurred for PIIAs with more experience in hous -
ing programs ).

Table 7-9

Regression Statistics for Fee over (under) hojected Administrative Cost
for Sampled PHfu

Legand:

r - correlation coefficient
B - slope

DESCBIPTTON

ALT PHfu r 2 0B LESS MoITHS SttrcE Acc ovER r2 rlto[THs sil{cE Acc

f

Confidcne
lnlErEl Thrt

Slop. I 0

t%t

T B

Confidenm
lntsiltl Thtt

gopr t 0

lxl

r B

Gonfidrno
lnbnol Thn

gopr t 0
('.t

Number of months since ACC

Population

ACC size

Percent of luse-up

Number of lEese-unil-months

FMR

Number of units leased

Number of year of experience

..42

--09

-.31

-.09

-.34

+.03

-.40

+.06

I 2.65

.00

.04

.29

.01

.05

.09

.33

98

49

91

36

94

l0

98

26

+.04

+.24

+.25

+.14

+.27

+.33

+.26

+.35

.24

.00

.0t

_07

.00

.t I

.02

.32

l3

74

75

47

80

89

77

9l

-.32

+.00

-.19

+.14

-.1 I

+.23

-.20

NA

36,52

.00

.04

1.02

.0t

l.l5

.06

NA

55

0

34

23

1S

39

35

NA

Fee +.14 6.1 I 54 +.03 .?1 10 +.23 13.64 39
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'l .6 Evaluation of Current Strueture --Conclusions

The current administrative fee structure has basically the same
problerns as the preliminary fee structure. The administrative fee struc-
ture is sirnple to the extent that the concept is superficially simple and
the PHA can readily determine its budget. In practice, however, the ad-
ministrative fee structure is too complicated to make operational for cost
accountability. The accounting systems in use would have to be modified
to accumulate the administrative versus the preliminary costs properly.

An accounting system that allows the PHA to identify (t) trle
costs and cost trends and (2) the status of costs incurred against the budget
and anticipated future costs is generally not found in PHAs. As with the
preliminary fee structure, such an accounting system could provide the
PHAS with the ability to identify and reserve unexpended administrative
i- -- r- :- ^ --::1:-^J e--^ 3--l----^ ^-^*^r:^-^ rTlL:^ *,.^..i.'!-.^ ^^ i^..,2r,* ir;a *nlggs L(J uc: ul,LLLZtr:u lul' luLLllE ul.,])cl'dLI(J1I5. arrrD yauv LusD 4rr LrluurrLLvu Lv

the FHAs to operate the Section 8 progr:arr in an efftcient manner.

The current administrative fee structure is sensttive to equit-
able differences in costs between localities only to the extent that the
FMR is a fair indicator of differences in salary and supply cost, If the
FMR is not a fair indicator, the actual costs of operating the program
could be higher or lower than the fee structure indicates. If the fee
structure overfunds the PHA (compared to the actual costs incurred),
the (potential) recipients might receive better services from the PHA,
or the PHA might not operate in the most efficient manner. Conversely,
if the fee structure underfunds the actual costs, the (potential) recipients
might receive a lower level of services, or the PHA might operate more
efficiently.

In any case, the FIVIR basis of the administrative fee as an ef-
fective and equitable relationship to costs needs to be examined. Should
pressure to increase the FMRs be successful, certainly the disparity be-
tween fees granted and costs incurred will dirninish. In addition, the
FMR relationship with costs may be revealed to be a weak one.
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B. ANALYSIS OF ALTERNATTVE FEE STRUCTURES

This section considers modifications to the present preliminary
and tr'MR fee structure and derives alternative allowance methods for dis-
cussion. The alternative structures considered are neither exhaustive
nor necessarily repreSentative of recommended fee structures, The
analysis focuses on issues from our findings relevant to reimbursement.

This preliminary analysis may lead to further research and the
development of specific recommendations for an irnproved reirnbursernent
systern.

B. 1 Introduction

This subsection describes the alternative allowance methods
considered and the criteria used to evaluate each method.

B. 1" 1 Alternative Fee Structures

!-our basic approaches for an allowance method are considered:

. Type 1, a formula retaining the present preliminary
and FMR fee structure.

T]Jpe 2, a unit cost fee based on several simple vari-
ables related to agency and locality characteristics.

Type 3, a formula based on the attainrnent of specific
program goals and levels of service activity.

Type 4, a method based on the lneasurement of ac-
tual resources expended for Section B services. This
approach relies on detailed recording of hours, rna-
terials, and costs.

The methods rnay take the form of tabulated relationships and rules. The
implementation of each approach would involve the estimation of the for-
mula (parameters) and the creation of associated charts, tables, and re-
lations. Finally, each formula must be applied to the data collected from
the sites as a test and scored objectively against the criteria for selection.
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8"L"2 Criteria for Evaluation

There is a uniform basis for comparing alternative allowance
schemes. The following objectives (or criteria) score the alternative
methods generated:

sirnplicity, acc eptability, and applicability to all
PIIAs;

continuity with existing procedures and available
datar including cost of implementation;

accountability to allow agencies to recover actual
costs as they accrue;

eo,uitableness, to be sensitive to fair drffez.ences
in actuai costs from one iocaiity to iire next;

dynamics and flexibility to aceount for trends in
resource costs and other changes as the program
reaches maturity;

predictability for forecasting reimbursement, so
that PHAs can budget accordingly; and

incentives, or lack of disincentives, for attaining
prograrn objectives efficiently.

These criteria represent tJle factors that must be considered to evaluate
each formula t5rpe considered. Within each section, the proposed scheme
is scored objectively by tlrese measures.

The following subsections are devoted, in turn, to the deriva-
tion of a moder formula and discussion of each type of structure.

8"2 Trrpe 1 Approach--Exi sting Fee Structure

The Type 1 approach is to retain the current prelirninary and
l'MR related fee structure. Section 6 analyzed preliminary fees in detail"
The analysis is continued here to determine the most reasonable fee per
unit for preliminary functions and the best factor (percent) to be applied
to the F MR to reimburse continuing effort.
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8"2.L Preliminary Fee

The preliminary cost incurred in the sampled sites has been
collected from PHAs at various stages of program development. The
cost represented as cost incurred per unit leased may not be indicative
of the cost per unit when the program reaches equilibrium, or "steady
state. "

Figure B-1 displays the relation between prelirninary fee in-
curred per unit leased and the percent of units leased of the ACC aIloca-
tion. The regression line leaves a large variance unexplained; regardless,
it reveals a statistically significant trend.

The data reveal that the preliminary cost per unit is lower for
PHAs with higher lease-up. The fee granted for intake should, of course,
reflect the average cost per unit attained at equilibrium, or "steady
state, " Iease-up percent. Ninety-percent lease-up is a conservative
figure for steady-state lease-up; sorne PIIAs have attained 100 percent"

Figure 8-2 displays the methodology used to forecast steady-
state preliminary cost per unit from the sampled data. The observed
cost per unit is compared to the trend line value at the observed lease-
up percent" This ratio is applied to the trend line value at steady-state
lease-up, for example, 90 percent, to project the equilibrium cost per
unit for the site.

Figure B-3 displays the distribution of projected preliminary
cost per unit. Although the average observed preliminary cost per unit
is $241, the average ected cost per unit is significantly lower at
$187" The findings indicate that B0 percent of the PIIAs rnight incur
costs less than $230 per unit. This analysis shows that granting $275
per unit may cover or exceed the costs incurred for rnost agencies in
Sector C.

8.2"2 Adrnini.strative Fee

The administrative costs have been analyzed in Section 7"
This discussion considers the implications for adjusting the B. 5-percent
rate appl-ied to FMRs for reimbursernent of continuing effort.

Most (77 percent) PIIAs sarnpled reported informally that the
current B. 5-percent fee is too little to reimburse thern for adrninistrative
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COST PEB UNIT

L
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Cost per Unit from Observed keliminary Cost per Unit
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costs; no agencies claimed they were receiving too much. The analysis
has shown that some PIIAs are not receiving fees adequate to compensate
for adrninistrative effort 

"

Figure B-4 displays the distribution of the percent of FMRs re-
quired to reimburse the PHAs sampled for their administrative costs.
Roughly, 72 percent are overcompensated by the current 8. S-percent fee.
The findings indicate that 80 percent of the PIIAs might incur administra-
tive costs less than B" B percent of FMR. However, 92 percent of the PIIAs
elairning that the current fee is inadequate reported that a fee between 10
and 15 percent would be required to compensate them for administrative
efforts "

The available data are insufficient to determine whether the
B" 5-percent fee is adequate. The PIIA costs incurred to date are Iess than
B" 5 percent; however, most of the PrrAs (77 percent of those sampled)
have been operating the prograrn for one year or less. Examining only
those agencies.with a program of over one year inclicates that fee is inade-
quate for their costs (fable 7-5)"

8" 2. 3 Discussion

The rnajor issues of equitableness and accountability have been
addressed in preceding sections" Prior analyses focused on the 8.5-per-
cent rate. An interesti.ng question is whether there is a basis for applying
any rate to the FMR-

Figure B-5 is a scatter plot of administrative cost incurred by
loca1 FMR for a two-bedroon] nonelevator unit. There is littIe apparent
correlation (in fact, there is neg!!ve, if statistically insignificant, cor-
relation). This means that th6-re is no basis for discriminiting the admin-
istrative fee granted by the FMR alone. A flat fee per unit-month is more
equitable"

Of course, this approach is contingent on existing procedures,
definitions, and data even if the parameters (i. e., B. 5 percent) are re-
vised.

The preliminary effort is reimbursed based on a budget justi-
fication" This approach presents no particular incentives for efficient use
of resources but allows the PIIA to schedule resources and staffing with
ease"
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The PIIAs generally regard the con-formation of the flat prelim- Iinary fee and the FMR administrative stmcture as an incentive to lease t
units as rapidty as possj.ble.

8.3 Trrpe 2 Approach--Urut Cost

The Type 2 approaeh derives a relation between the unit cost
expenditures and agency and local characteristics. The reirnbursement
relates to the scale of operations and the general factors influencing re-
source expenditures only indirectly related to the actual costs incumed..

8. 3.1 Derivation

To assess the unit cost for a PIIA adequately, it is necessary
to relate costs of prelirninary and ongoing efforts to the 1ease-up sched-ule for the PIIA. The rate of iease-up yielcis the number of leased unit-
months 'lvithin a time frame. The leased unit-months relate to the ongoingeffort required.

As part of the application to participate, the PIIAs are required
to propose a leasing schedule specifying the number of units to be leased
by the end of each 3-month period, The pHAs generally have a relatively
small volurne of units to be leased in ttre first two quarters, with greater
actiwity in the final quarters. As a result, a one-year straight time ap-proximation of lease-up is inappropriate; it would seriouslyirr."u"timate
the number of leased unit-months. Fortunately, quarterly data enable abetter approximation"

Figure B-6 displays the derivation of a unit cost formula forreimbursement from the leasing schedule.

The cost coefficients in the formula are averages. For a betterfit to the actual costs incurred, the cgst coefficients may be stratified byagency or locality characteristics" The analysis of functions in Section 5and the analysis of preliminary and administrative feei in Sections 6 and ?are the basis for potential stratlfications"

8.3,2 Discussion

The approach is potentially more accountable and equitable
than the existing fee structure. This depends on the strata used for thecost parameters in the formula, as discussed above.
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CUMU LATIVE
NUMBEB OF

UNITS LEASED I+

LEASING SCHEDULE

l3

l1

ACC

Date
3 mos 6 mos

TIME SINCE ACC SIGNED

Number of uniB leased in year =lO

Number of unit months (approx) = 3(11 +1, +13) + (3/2)'14

sspcpu * |4*ACPUM*(3(11 +12 + l.) + (3/2)*t4)

C0ST PEB UNIT =
ACC Size or 14

SSPCPU = Steady-State preliminary cost per unit = (Avg.)

ACPUM = Administrative Cost per Unit-Month = (AvS.)

Figure 8-6: Derivation of Unit Cost Formula

9 mos 12 mos

/
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The method is also simpler than the present system, because it
may not require a budget justification for preliminary costs. It is pre-
sumed that the calculation is performed by IIUD, based on agreed lease-up
schedules. The PIIAs would not need to know about preliminary versus on-
going costs. For budgeting, the PIIA would know exactly the fundilg to be
received for administering the program. With a fixed allocation, the PIIA
ftas incentive to minimize costs within the allocation.

8"4 Type 3 Approach - -Based on Service Levels

The Type 3 approach derives a reirnbursement formula based
on attaining specific program goals and levels of service activity. The
formula relates the level of service activity and normalized service costs
to program expenditures"

8" 4. 1 Derivation

Table B-1 displays the Cerivation of the Tlpe 3 fornnuLa, incLr:d-
ing the basic functions, associated serwice indices, and operational coeffi-
cients.

The service indices are simple measures of the level of activity
within each function. These indices have been discussed in Section 5 in de-
tail. The client services function is separated into prelirninary and contin-
uing serwices, although the types of services provided are not distin-
guished. Preliminary client service costs apply directly to leasing up units,
while eontinuing client servicqs apply to units already leased.

The formula derived in Table 8-1 is a linear combination of
service levels attained and represents direct costs rnultiplied by an over-
head factor. The figures on the table are strictly averages and do not
reflect the different environments of PI{As.

Figure 8-? represents a scatter plot of Type 3 formula pro-
jected total cost by actual total cost. The fit is surprisingly good (68-per-
cent correlation), considering that no stratification is used in this simpli-
fied version of the formula. For example, if the operational (B) coeffi-
cients for inspection were stratified by PIIA location (Metro/non-Metro),
the projections would beeome a closer fit to the observed costs" Sirnilarly,
the fit would be improved if the overhead rate were stratified by the leve1
of related activity (whether or not the PIIA is currently adrninistering
other programs). These are considerations for estimating a recommended
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lf site K has service level Sl = ($r, . . ' , Sl5) then reimbursement is:

cosrk (stt= 11 1s(t)1 p ry,t'*,]

= r.s+ 
frsroStn, 

+ t8sln, +l5slk3 +4zstko+1.92s1*5 +2.68s1*,

Table 8-1

Derivation of Formula Based on Service Levele

l
plk) = gygrtmd rate = 0.94

FUrUCTlot{ i SERVTCE INDEX (Slil

OPEBATIONAL

c0EFFtcrEIIT (Bi)

DIRECT gOST PER SI

1

2

3

4

5

6

OUTB EACH

CE RTIFICATION

INSPECTION

PRELIMINABY CLIENT

SERVICES

CONTINUING CLIENT

SERVICES

PAYMENTS

Certifications per eligible family (%)

Certificatas issued

Number of insPections

Unis leased

Leased unit-months

Nunrber of payments

$1p10

$18

$ts

$+z

$1.s2

$2.68
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formula; however, this simpler derivation from the data demonstrates
the feasibility of this approach"

8.4" 2 Discussion

With the Type 3 approach, there is a great potential for an in-
centive structure" The various service levels are designed to reflect the
degree of attainment of goals; positive incentives are expected if the alIow-
ance is tied to the service levels attained"

This approach is potentially more accountable and equitable than
the existing fee structure" This depends on the strata used for the opera-
tional coefficients (B1s) and overhead rate"

It may be more difficult for PIIAs to budget using this approach.
The problern Lies in the uncertainty of the levels of service that will be
attained"

8.5 Trrpe 4 Approach--Monitoring of Actual Costs

The type 4 approach derives a reimbursernent based on the
measurement of actual resources expended for Section B services. This
system relies on detailed recording of hours, rnaterials, and costs"

8. 5. 1 Derivation

The cost of personnel services and other resources can be di-
rectly identified with a cost center (program) to deterrnine program cost'

The development of cost data would be base don the following
principles

AI1 costs relating to each program are accrued in
the cost category (function) as of the end of each
period for wLrich costs are determined.

When costs do not apply directly to one cost cate-
Eory, the basis for combining or allocating them
is documented"

When cost techniques are used in allocating costs,
both general and detailed descriptions of the tech-
niques are included in the accounting instructions"
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8" 5.2 Cost Categorv

Costs incumed to accomplish any Section B program objective
are classified into two cost categories:

Preliminary costs: an amount paid to the PIIA on
the basis of all direet and indirect costs associated
with the initial taking into the program of families
suffficient to occupy the units allocated"

Ongoing administrative costs: an am ount paid to PIIAs
for each managerial function performed to maintain
the continuing operation of the program after initial
lease-up is achieved for each allocated unit" Costs
consist of all direct and indirect costs associated with
a unit after it has been leased for the first tirne.

Table 8-2 dispLays these cost categories (functions) and provides examples
of the t;pes of cost charged to each.

8" 5" 3 Collection of Cost Data

Measurement of actual resources expended for Section I ser-
vices consists of three rrajor activities: time reporting and payroll, direct
and indirect costs, and budget p1an.

8o 5" 3o 1 Tirne and P ro11 stem

Direct labor and ernployee benefits represent approxirnately 80
to 90 percent of Section B direct costs" With such a large proportion of
costs in this one category, it is essential that PIIAs account accurately
for tirne worked by their staff" The time reporting system collects time
worked by each employee and converts the time to salary cost, based
on the employee payroll records" In addition to accumulating costs by
function and program, the time reporting system provides the basis for
allocating unassigned employee time and benefits and certain general and
administrative costs to programs"

For section 8 reporting purposes, the time reporting system
collects employees costs related to preliminary and ongoing adrninistra-
tive cost categories" Each PIIA employee providing Section 8 prelimi-
nary services, such as recertification, reinspection, and outreach,
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Table 8-2

Cost Categoriee

COST CATEGORY DESCRIPTION EXAMPLES

Preliminary Preliminary cosB consist of all direct and indirect costs
associated with initially taking into the program sufficient
families to occupy the units authorized. (Before it has

been leased for the fim time),

Salaries and fringe benefits of all
staff personnel who are directly en-
gaged in providing services to recipi-
ents, This includes staff time
devoted to:

publicizing the program to lower-
income families and to owners,
property managers, and real
estate brokers;

2. receiving and screening applica-
tions;

3, certifying income;

4. providing program and market in-
formation to participants;

5. reviewing requesB for lease ap-
prorral;

6, inspecting units;

7. negotiating contracts with ownen;
and

8. administrative overhead costs.

Ongoing Administrative Ongoing administrative costs consist of all direct and
and indirect costs associated with a unit after it has been
leased for the first time.

Salaries and fringe benefiB of all staff
personnel who are directly engaged in
providing services to recipients. This
includes staff time devoted to:

1 . recertifying income;

2. providing housing information and
assistance;

3. reinspecting leaed units;

4. taking in new families to replace
those who drop out;

5, paying subsidies to landlords; and

6, administrative overhead costs.
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or providing any of the supportive activities, would charge time to vari-
ous Section 8 program codes. These program codes would identify the
standard Section B prograrn functions.

The prograrn code, when related to the appropriate function
code, would identify the distribution of Section B tirne between preliminary
and ongoing general administration. These program and function codes
would be recorded on employeest tirnesheets, along with the associated
hours expended on each. The cost of direct employee serrrice time is
calculated in the time reporting and payroll systern. Following; the com-
putation of the direct salary costs of each program and function, employee
benefits would then be calculated and allocated.

8.5.3.2 Direct and Indirect Costs

Particular attention must be given to the proper and consistent
a-ccou-ntrnS for cl-irect and:-Sdrrect costs.. Jn rrener-a'! - a dir^er'.t nnst iq.)n4_- 6 v--v - *-, +r vtrv

that:

can be directly associated w"ith a particular grant
or prograrn (examples are salaries, travel, and
material costs);

has no intervening basis for allocation; and

can be directly associated with a cost eategory.

An indirect eost is one that, because of its incurrence for corn-
mon or joint objectives, cannot be readily identified as a direct cost" For
the Section 8 program, examples of indirect costs are agency general man-
agement; rent, heat, and light; accounting; and rnaintenance.

Other costs incurred for the benefit of rnore than one prograrn
can be allocated by some equitable base. Examples of allocation bases are
direct labor-hours, floor space occupied, and salary costs.

8.5.3.3 Budget PIan

The budget is a quantitive expression of a plan of action that es-
tablishes expectation regarding future income, financial status, and sup-
porting plans. It is therefore designed to control a variety of functions,
including planning, rneasuring performance, authorizing corrective action,
and controlling. Specifically, the budget is a rnanagement tool that can be
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used to ensure that (1) results of operations conform, on both an organiza-
tional and a program 1evel, as closely as possible to established goals
and (2) expenditures are being incurred at a rate and amount comrnensu-
rate with available resources" The establishment of standard policies
and procedures regarding the preparation and utilization of the budgeting
system is essential to the effective and efficient management of PI{A
and Section B resources" Figure B-8 displays the budget flow and relation-
ships.

8"5"4 Discussion

Implementation of the Type 4 method would vary from one local-
ity to the next; the site characteristics that may affect the cost and the ex-
penditure of resources include the:

scale of operations;

level of related activities perforrned; and

time or experience factor.

Type 4 method allows agencies to recover, by the measurernent
of actual resources expended, actual costs as they accrue. In addition, the
approach automatically accounts for eost and other trends.

The type 4 methcd is applicable to all PIIAs in the program but
is not consistent with most existing procedures and available data. For
this reason, its implementation may involve significant cost for some of
the PIIAs. A further disadvantage of the Type 4 method is the presence
of disincentives for efficient program administration" That is, the reim-
bursement is independent of the leve1s of cost incurred"
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A. 1 STATISTICAL RELIABILITY
IT\ TIIE ANALYSIS OF SURVEY DATA
I,'OR T}III SECTION B PR,OGRAM EVALUATION

A.1.1 Introduction

The sarnple design for the Section B program evaluation was de-
veloped by the Ur.l.ran Institute with consultation frorn John Dirkse of George
Washington University, Statistics Department, subject to certain con-
straints imposed by HUD" A stratified sarnple design was used with sizc of
pIIA (measurecl in ACC nurnbcr) and Metro and non-Metro as stratitying
variables. However, the number of Public llousing Agencies (PIIAs) selec-
te,cl frorrr r.ach strata was not proportional to the strata size due to certain
I1IID requirements" As a result, a wide variation in strata weights has oc-
^.,--^..r ,-F,r.a nrrrn^e^ ntj +i-ric :nnr'rrrliw ie tn..elerr'l ate fhe weiSlftS tO be uSed
LLI I I UU. f rrs Pqr Hvou

Ior all three sectors, and, ior Sector C, coirrpiitc the impact c'' the design
effect on the variance ancl standarci cleviations of survcy estirnates'l In

Sector C, the net cffects oi' the way in which the sample was designed are
as follows:

(a) Weighted rather than unweighted analysis was necessary
when PHAs or sites are the units of analysis.

(b) As a result of the unequal weights for various strata, See-

tor C has a substantial "design effectt' of 1" 7. In other
words, atthough there \Mere 30 PIIAs in the sector c sarn-
ple, the statistical reliability of these 30 is only as good
as a random sample of about 18 PIfAs (i"e", 30 + L"7 =

1B)" Alternatively, we could say that the variance is 1.7
times larger than for a simple random sample of :10

PllA s"

(c) Because of the unequal weights in the first stage sample
of PIIAs, the nurnbcr of recipients, nonrecipients, and

landlords at each site was adjusted from site-to-site in
order: to produce an approximately self-weighted sarnple.

hft"r discussing the sample design with the Urban Institute staff, Westat
calculated the probabilities of selection and associated weights for Sector
C (see Table A-1).
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Table A-1

Sector C-PHA'Weights

il0t{-METB0 I
IMETBO

PROBABII.ITIES OF

sEtEcTt0 t{

PB0BABItITIES 0F I

sErEcnon I----l
I

0ver 999

400.99-q

r 3 1.399

71.1 30

Llnder 7l

I

?

3

4

5

6

6

6

6

6

I
l0

6

I
I
S

6

6

I
I
a

q

r0

1

I
I
6

6

1

6

I
s

l0
6

6

1

1

8

I
l0

.6667

.6667

.6667

.6667

.6667

.6667

1.50

I .50

1 .50

r.50
'I .50

L50

1 587

I 905

I 905

l 905

6.30'
5.25

5.25

5.25

VYEIG HT

12,24t

12.24'*

1 0.20

r 0.20

r 0.20

cI
H

11

1?.

t3
t4
l5
't6

17

.0817

.081 7

.0980

.0980

t8
t9
20

2t

22

23

24

25

26

2t
28

29

30

.075

.059

.075

13.33

I 7.00 sutr.

13.33

1515

1818

1 818

l8l8

6.00

5.50

5.50

5.50

.2500

.2500

4.00

4.00

I 5.60'
15.60'

13.00

.0641

.0641

.0239

I 5.60*

I 5.60'
42.00

.0641

064 1

,07 69

ln Begion 6, 2 PHAs wore dgleted whsn tho lirrt f,.gs Emplo wrs adiunqj. Thsoloro tho woights on rrm6inin! PHAt in Rsgion 6 incresd tt *lown sincs

the prob.bility ol sloqtion In Region 6 oqu.lt the initi.l slection probebiliry timer thc problbility oI wrvivino lho delotlon ol 2 sher which is 12l1 4 - .857.

(A minor orior of estrrnrtion susd the volue -833 to be urqd rathrr than .857-a dllforerce iud0rd to bs triviol. )

REG IO N SELEGTED SITE
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(See Table A'2. ) tfre fact that recipients, nonrecipients,
and landlords were ilcluster sampled" produces a cluster
effect factor. l'or recipients this factor has been found to
vary from 1.7 to 4.3 depending on what variable we are
considering" This rneans that, when the unit of analysis
js the recipient, variance ean be up to four times larger
than for a sirnple random sample of the same size" An-
other way of stating this is that our sample of 428 reci-
pients is only as accurate as an equivalent simple random
sample of 107 recipients (i"e., 42814 = t07)" This is a
rough conservative approximation based on Westatts cal-
culations of cluster effects on variance for several socio-
economic characteristics of recipients. The cluster ef-
flect will be different for different characteristics depend-
ing on intraclass correlations (which vary from one char-
acteristic to another-) and depenciing on the extent to which
sti'atification reduces variance. The cluster factor is the
amount by which the standard deviation varies depenciing
on the variable in question as shown beIow.

Variable Cluster Effect

Sex of Head
Number of Bedroorns
Household Size
Age of Head
Family Income

Therefore, we wilI use a relatively conservative assumption
that, for recipients, eonfidence intervals are approximately 2.0 tirnes
what they would be for a sirnple randorn sample due to cluster sarnpling.
For nonrecipients, participating landlords, and nonparticipating landlords,
this factor is estirnated as 1.3, 1.5, and 1.2, respectively, which is based
on the assumption that the cluster effect varies linearly with cluster size
and is otherwise similar for these surveys. A further word of caution is
needed concerning the meager nonparticipating landlord sarnple; since only
10 out of the 30 sites had respondents, there is the distinct possibility of
some bias in nonparticipating landlord results.

1

1

1

2

2

3

6

B

0
1

I
I
t
I
I
I
I
I
t
I
I
I
I
I
I
t
I
I
I
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Table A-2

Sample Sizes for Recipients-Sector C

r Thes lew shor hryo wsights thor difler sbn!nti.lly lrom the olhd woight! (i,0., only 30 pqcont ro 45 P*c.rtt of mlximum weighl). But ths nst ofl*t of smpls
esrirutet on rolhbility it mdl.

H
(JI

(3)

PB ELIHIlTARY
RECIPIE]IIT

INTERVIEWS

PEB SITE

(4)

ADJUSTED

lr'ITEBVIEWS
(6 MlNrMUirl

(5)

ADJUSTEO

WEIGHTS

STBATA
(PHA SIZEI REGIOI{ SELECTED SITE

(t)

R ECIPIET{T

SELECTION

PRO BABI TITIES

(21

0ccuPtE0
UTITS

I

2

3

4

5

6

24

25

26

21

28

2S

30

7

8

I
10

lt
12

r3
l4
15
't6

11

r8
l9
z0

21

22

23

.02tI

.0218

.0218

.02tI

.0218

.0218

.0914

.0762

.0762

.0762

.l 176

.l 176

.t480

.1480

.1 480

.0580

.0580

.1 s34

.2466

.1 934

.2263

.22M

.6093

.0958

.0798

.0 798

.0 798

.2263

.2263

.r 886

202

278

80

t38

68

44

42

52

40

50

59

I
12

49

ll8
78

100

7

58

42

t07l
I 100

500

597

s00

128

97

100

322

100

23

24

ll
l3
20

l6

I
I

25

I

36

49

l2
20

l0
3

2

23

r9
l9

2

l3
26

5

3

4

5

2

3

I

7 5.5

75.2

68.9

74.6

76.6

73.5

68.S
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74.9
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15.2

13.4

68.9

76.6
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34.4*

23.0'

75.r

72.1

72.7

23.0'
74.6

7l .8

57.4

34.4.
45.9

57.4

23.0.
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0ver 999

I 31.399
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6

5

6

6

I
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6

I
I
I

6

6
o

I
I
I
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1
o

I
6

6

1

422

6

6

6

6

6

6

I
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-Z

2
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l0
=6
=6

-2= 21
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-l = 12

-2= 18

-l = 15

-3=
-3=

I
8

23

I
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-l= l8
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-1= 1?

-2= 24

+1 =

+3=
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A. 1" 2 Statistical Accuracy

A.t.2"l Accuracy of Proportions

The most cornmon type of measure used in this analysis is per-
centages oz'proportions (e.9., proportion of PIIAs with more than 5 yearst
experience in housing; proportion of recipients who are racial rninorities,
etc. ). By combining sample sizes with design effects and cluster effects
mentioned above, we can calculate statistical reliability expressed as con-
fidence intervals on proportions in the Sector C analysis.

Table A-3

Confidence Interval on hoportions for Various Respondent Groups

Respondent

6roup
Sam pl e

Sze, N K

90% conf. interual on a proponion

10 or.90 .30 0r.70 .:;0

PHAs

Nonrecipients

P.nicipating

Landlords

Nonpanicipating

Landlords

30

428

125

r98

25

1.3

2.0

1.3

1.5

1.2

.12

.05

.06

.05

.17

.18

.07

.09

.08

.18

.Zit

.!o

.t0

.09

.29

4"1"2"2 Confidence Intervals on Continuous Metric Variables

Confidence intervals on variables such as income of recipients,
nurnber of PIfA staff, years of experience, etc., rnay be relatively smaller
or larger than confidence intervals on proportions. In Westatts analysis
of the Sector C data, the Statistical Prograrn for the Social Sciences (SPSS)
was used. This program, like most statistical packages, treats all sample
sizes as though they were from a simple random sample. The standard
deviations from unweighted runs using SPSS should be multiplied by the
factor, K, in Table A-3 to estimate the actual standard deviations.

For computations using P[lA as the unit of analysis, each PIIA
should be weighted by W1 (which is the reciprocal of the probability of
selection in Table A-2, even though the standard deviations are estimated
by scaling up standard deviations frorn unweighted SPSS runs by the fac-
tor, K, in Table A-3.

*K design effect for PIIAs or cluster effect for other samples. K is the
ratio of the true standard deviation to the standard deviation of a simple
random sample, both of sLZe, N.
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For con-rputations using the recipient, nonrecipient, or lancllord
as the unit of analysis, thc sample is approximately self-weighted, so no
weights are needed" Ilowever, standard deviations should be multiplied by
factor K in Table A-1 to rotLect the clustering effect. This is a gross esti-
mate of the cluster effcct as discussed earlier.

4.1"2.3 Accurac-v of Subsample

Occasionally proportions are bascd on less than the entire re-
spondent sample. For exarnple, instead of talking about the proportion of
a1t 30 PFIAs that used HUD inspection standards, we might want to talk
about the proportion of rural PIIAs that userl these standards. Whcnever
this occurs, the accuracy decreases (i. e., the confidence interval in-
creases). Supposc' eight oi'the 30 PIIAs shown above were rural. Then the
confidence intcrval on the grroportion of mral PIIAs that used HUD inspec -
tion standards would increase by a factor o[ 30/B = 1, I (i. e., thc crror
or uncertainty in the estinrate alrnost doubles)" In general, for a subset,
n, of total intervicws, N, the confidence intr:rval increases by a factor of

N/n"

There art: two situations in which a subsarnple is always in-
volved:

for questions only asked of a subset of all respondents
(e.g., only Section B "movers" are askecl about previous
unit); and

in cross-tabulations when row and column percentages are
used.

In both of. these instances, thc sample size will be less than
shown in Table A-3, and the confidcnce interval should then be multiplied
ny rfi/nas cliscussed above.

4.1.2.4 Sisnificant Differences

tr'requently we wish to compare differences between two varia-
bles and determine whether the observed difference is significant. Sup-
posc thsf + CI1 and +CI2 are the g0-percent confidence intervals on X, and
and X, whose difference is D = Xr - Xr. Then the confidence interval for
the difference, D, is approxirnately

ICT
D
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If zero is within the interval, D + CID, the difference is not statistically
significant.

Iror example, suppose our analysis of PIIAs shows that Xr,
say 70 percent, of all urban PIIAs contract for the inspection of units,
but that only X2, sBy 50 percent, of all rrral (non-fuIetro) PFIAs contract
for inspect of units. Is the difference D = .70 - " 50 = " 20 significant? To
answer this question we need to calculate

CT
D

CI +cr zI
Since N1 = B rural PFIAs and N2 = 22urban PIIAs, we combine Table A-1
and paragraph 1.2.3 to compute:

CI = .1818
,11f= .20 J-CI

Therefore,
(.2L0)2 + ("38?)2

.210

.387

I

2

cro .44.

Then, the true D could be anywltere from D = o20 - .44io .20 + .44--i.e.,
frorn -.24to +.64. Since this interval includes zero, the diffcrence is not
significant,
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A " 2 SAMPLING \MITHIN SIT ES

4.2"1 Introduction

In order to compensate for the wide variation in weights for the
first stage sample of 30 PI{As, the number of recipients (as well as nonre-
cipients and landlords) has been altered so as to obtain a self-weighted
sarnple of recipients, nonrecipients, and landlords. Such a sample is then
representative of the entire Sector C portion of the Section B program with-
out weighting" A minor adjustment is rnade to insure at least a minimum
sample size at cach site. Even after this adjustment the sample is stilI
approximately self-weighted as shown in column (5) of Table A-2,

A.2.2 Ntethodology for Second Stage (Tenant) Sampling

The second stage sampling rate for recipients at each site is
specified such tha1, when it is cornbined with that siters selection probabil-
ities, a constant selection rate, f, for all Section B recipients will result.

cI. I
f rl-
f.fIT

= ith site selection rate,

= recipient selection rate at site i,
n-cI

= total ocr:upi.ed units in the sector which is estimated by

N

where
= sector sample size = 1.1 x 30 sites = 420,

N.

* (= 28,950 for sector c)
I

where
N. = number of occupied units in ith sampled site,

l_

P., = probability of selection for ith site"I

Therefore, the sampling fraction for recipients at the ith site is

f fx (weight for ith site).

n

N

N
30

F
L

t=I

i
f i P
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This would give an equal weight ot llf (or 68.9 for Section C)
if the nurnber of recipient interviews are not rradjusted" to assure some
rninimum per site. Where adjustments are made, the adjusted weight is
given by:

inal # Interviews er Sitel
Adjusted # Interviews Per sit

A"2"3 Features of Sample

A.2"3. 1 A roximate Self-W hted

The sample of recipients is approximately self-weighted; that
is, it provides a nearly proportional representation of all Section B reci-
-i^-r^ :* <r^^.^- r\ A+ ^o,.1" oi*a *l-ra nrrmhnn nF nnnroniTtionlq rrartir.inaf -

ing landlords, ancl nonparticipating lancilords are each one-haii the irtii-rrber'

of recipients. These samples are tikewise approximately self-weighted.

.A.20 3. 2 Reflects Current OecupancY

westat conducted a brief telephone canvas of the 30 PIIAs in
the Section C sample during the first week of October 1976. Section B

occupancy figures as of tJrat date were used in order to get an up-to-date
representation of the program.

A.2" 3" 3 Insures a Minimum ReP resentation at Each Site

The preliminary sample sizes were adjusted to insure a target
of at least six recipients per site (and therefore at least three nonrecipi-
ents, three participating landlords, and three nonparticipating landlords).
This gives a total of at least 15 tenant/landlord interviews per site, if our
estimated completion rates are obtained" The "adjustments" to the site
sarnple sizes still provide an approximately self-weighted sample of ten-
ants and landlords.

'Colum, (3) of Table A-2"

xl
T

'Column (a) of Table A'2.
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4"2"3.4 Sector C Sample

Table A-1 provides the PIIA selection probabilities which re-
sulted from the IIUD/UI first-stagc sarnple.

Tab1e A-2 presents the latcst Section B occupancy figures in
colurnn (2). Preliminary sample sizes, v,rhich would produce a full self-
weighted sample of rccipicnts, arc given in column (3). Adjusted number
of interviews are given in column (a) along with adjusted weights in co1-
umn (5). lf we had not rnade these ,adjustments" [i.e., if we had stopped
with colurnn (3)1, a uniforrn weight of 68"9 woulcl have applied to alI re-
cipients in the sarnplc. The adjustments were made by increasing the
sanrple rate in ninc sites so that a minimum of six interviews with reci-
pients were obtained" Then corrc'sponding decreases were spread over
other sites which had large preliminar.y numbers of interviews.

The methodolog.y ror designing the self-weighted sample ancl
adjustment effects is given in Sectiort 2.2. The methods for actually
drawingthe samples was presented in Westatrs Work Plan and wi1l be de-
tailc.d in Interviewer Training materials.
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A" 3. F'IRST STAGE SAMPLE DESIGN EFFECT

Because the 30 PIIAs were not selected with equal probability,
there is a loss of statistical accuracy for any analysis in which the PIIA
is the unit of analysis. Thc clesign effect is 1.7, which is rather large'
This rneans that our sanrplc of 30 PIIAs provides only the amount of accu-

racy as would be obtained from 1B PIIAs frorn a simple random sample'
In the body of this report u'c discuss the irnplication of this design effect
on the confidence intervals used. The derivation of the design effect is
given below.

The population can be divided into seven weighting classes
with near'ly equal rveight within any one class" suppose that

l1: = the sarne size in the ith class,t

N I proportion of the population in ith elass'

7N
I i

N

x x.
t-N

A. 3. 1 For the SeIf -Weishting Sarnple

n.I N. *
l-

n

o
.,

N

,(")

2

o2
xx

L

i

a

o 2N

r (P) (oi - oii)

I(F),

n

(if o? = oz for each i)
aN.n

.l-

2 N
l_

2o

*capital letters for population; lower case for sample.

o
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A" 3.2 For the Non- SeIf -Weiehting SamPle

For the non-seIf-weighting sample, suppose that the sampling
rate in class 1 is:

tr
N

1

The sampling rate in the other classes can be expressed in terrns of r:

n.
l-

n. N
i = 2,3, 7, (:< I I

IN.
t_

n

n

02=

Vr
l- iNitI

= o2 for each i) .

n. = k.rN. where k. = 1.--j. --i--- r I
The total sample size and the rate r can be written as

n.
l_

7

1

7

= r E k.N.
1 'rl-

E K.N.
1 l-I

Substituting for r in the expression for ni gives:

k.N.I}
EE.N.

l-].

The variance of the sample mean is then

ni

x
o2

o

N. 2I tfr
N.I rfr

NIrfr

x.
l-

2o?
n

.l_

i
-k.N.LII-T. N.aL

2
2 ( lr irn' o1I
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The effect on the variance of the sample mean eausecl by depart-
ing from a self -weighting sample is measured by the ratio of the variances
given in parts A and B"

N. 2

7
FLIT
L A.ll .

I aL
-f N.lL

Var. Br:A I

Ni i

7

II N

k
7

I
1

7 N. 2

It*r
1mLI

Table A4

Weightirrg Class Factors for the Sector C

Sample of Sites

From Tab1e A-4, the ratio of the varj.ances can be evaluated as:

Var. B
Var. A 45 (.0:21 = 1.587 = L.7

CIas Wt. ni Ni Ni/N ki krNi

I
?

3

4

5

6

7

1.5

5

1I
l5
4

16

42

6

I
5

b

2

2

I

I
48

55

90

I
32

42

.032

.r 69

.194

.3r 7

.028

.1 13

.147

t.
.250

.136

.100

.37 s

.094

.036

I
12

2.48

I
3

3.008

1.512

Total 30 2W 1.00 45
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I
I
I A" 4 SECoND-STAGE CLUSTER EFT.ECT

I llven though the sarnple of recipients (ald of nonrecipients anclr la-ndlords) is self-weighted, there is stilt a loss of accuracy due to clus-terins- The average cluster desi.gn effect is about 3.0 based on a study ofr
I several different tvpes of variables. Therefore our sample of 428 recipi-r ents is only as acr:urate as 1/3 x 428 - 143 recipients from a simple ran-

dom samnle' The effect ot this on the analysis is given in the body of thisI

I report. The derivation of a formula for the cluster effect is given below.

r The variance of a mean drawn from a stratified cluster sample
I can,be estimated using the 'rultimate cluster,' approach clcscribed in gen_r eral in llansen, Ifurwitz, and N1adow, VI, p. Z4Z.l

The formula is a modiiication of the expression for relvariance
given in l{ansen, Ilurwitz, and Madow, VII, p. 181,1 where:

Nhirthi = totar number of recipients and sample size of
recipients at site i in stratum h;

%'*i, = total number of sites ancl number of sample
sites in stratum h;

*ni j = the value of the observatiori on recipient j from
site i in straturn h.

The ratio estimate is used to recluce the variance by the corre_lation between totals and the size of site.

Nhi
xt
yt

n.
nl_

Ix.. hr-I

tHr.,.s".r, M"H., Hurwitz, w.N., and Madow, w.G., sample survey Meth-
ods and Theory, John Wiley and Sons, New york, 1g53"

LM. m.
-n-h)-)
h\ i
L I,L-n
hmh

m-

rh N..nr
I
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For example, the ratio r might be the average age of a recipient'

The var(r) is estimated bY:

Z

crh

2 + 2rscrhx hY c'hxy

crhxY

m.n
I

(xhi xh) (Y;i

7
,r2-Iff(1- NLn

[-nII
;7

'tI
nr-

Mrzn
m"n

EL(r- #l t
n

I
)

S( ,2s2 . )

where

S
IILn

(and similar11' for =",nr)f
q=f
"c'hX Li

x.lnl-

Nhi

The resulting standard error and DEFIr for five variables are given below. !

Standard Error

DEFF

Variable

Number in

Household

Number of
Bedrooms Age Sex lncome

Stan. Err. R.

Stan. Err. SPSS

D EFF

DEFF

124

.069

3.22

1.8

.066

.040

2.69

1.6

1.96

.96

4.11

2.0

.023

.018

r.65

1.3

150

77

4.3

2.1
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