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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 8 Housing
Assistance program covers both the Section 8 Existing and the New Con-
struction program components. The content of this report is an analysis
of the Administrative Functions and Fees in the Section 8 Housing program.

The Section 8 program, which was enacted in the Housing and
Community Development Act of 1974, is intended to provide assistance to
lower income families to enable them to afford decent, safe, and sanitary
housing and is currently HUD's major rental housing subsidy program.
Normally, to be eligible for assistance, a family's income cannot exceed
80 percent of the median 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 8 program provides the difference between the
recipients' coniributions 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 recipients' incomes and rents change, the subsi-
dies are periodically adjusted.

The Existing Housing program is normally administered through
local public bodies or agencies (PHAs) and, in some instances, state hous-
ing agencies under 5-year contracts with HUD. The New Construction pro-
gram can be administered through PHAs, 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 Eligibility' (normally in effect for 60 days), and in
order to receive assistance, they must secure housing units that meet the
program's housing condition standards and rental cost limitations and
negotiate acceptable lease agreements with the owners of the units. Fam-
ilies can attempt to qualify for assistance in the units they currently oc-
cupy or they may move to other units. Although the general policies and



eligibility rules are similar in the Existing and New Construction pro-
grams, the New Construction program differs from the Existing Housing
program in a number of features, the most important of which is that the
subsidies are linked to specific housing units, in particular newly con-
structed 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 8 evaluation, each covering a different
sector of the country. Westat's sector for analysis is Sector C, which
is that portion of the country west of the Mississippi River and includes
HUD Regions VI, VII, VIII, IX, and X. Westat's 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 instruments.
The field work began October 21 and was substantially completed by the
end of November 1976. '

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

Number of
Completed
Interviews
or Organi-
zations In-

Respondent Group terviewed Definition of Respondent Groups
1. Public Housing 30 Any state, county, municipality,
Agencies (PHASs) 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 8 Existing Housing

o R S
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Respondent Group

Number of
Completed
Interviews
or Organi-
zations In-
terviewed

Definition of Respondent Groups

2.

4.

Nonparticipating
Public Housing
Agencies

Recipients

Nonrecipients

Participating
Landlords

Nonparticipating
Landlords

New Construction
Sponsors (Active
and Inactive)

5

428

125

198

25

37

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
program.

Eligible families being assisted fi-
nancially through the Section 8 pro-
gram.,

Eligible familes not being assisted
financially through Section 8 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
legal right to lease or sublease
existing housing who had tenants
being assisted through the Section 8
program.

Any person or entity having the legal
right to lease or sublease housing
who had been contacted by certificate
holders or PHAs about participating
in the Section 8 program but refused
to do so.

Any person or entity who had sub-
mitted an application to sponsor a
New Construction project under the
Section 8 New Construction Housing
Program.



Number of
Completed
Interviews
or Organi~-
zations In-

Respondent Group terviewed Definition of Respondent Groups
8. HUD Area Offices 13 Appropriate persons involved in
Section 8 in the HUD field offices.
9. State Housing 3 Appropriate persons from State
Agencies Housing Finance Agencies of the

Section 8 program.

The survey instruments used by the three research contractors
included a series of identical core questions, developed by the Urban In-
stitute, which will be used as the basis of the Urban Institute's national
analysis of the Section 8 program.

Westat also collected noninterview data on recipients, nonre-
cipients, certificate holders, and applicants from the files of the sample
of PHAs., Major secondary sources included: 1976 Current Population
Survey (CPS), 1974 Annual Housing Survey, 1970 Census data, HUD Sec- -
tion 8 Management Information System (MIS), National Association of
Housing and Redevelopment Officials (NAHRQO) 1976 Directory, Bureau of
Labor Statistics' Consumer Price Index, and the F, W, Dodge Corporation
Report on New Construction Costs.

The base unit for most of the analysis was 30 PHAs selected by
HUD and the Urban Institute. The recipients, nonrecipients, landlords,
and area office staff who were interviewed were linked to the 30 PHAs.
The sample selection of respondent groups is discussed in detail within
each of the relevant reports.

The limitations of sample size and sampling procedures place
a constraint on the reliability of results from this study. The accuracy
associated with reported statistics is discussed in Section 2 and further
described in Appendix A. '
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The focus of this research program is on the Section 8 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 8
Jurisdiction and Sponsor Participation
Recipient and Nonrecipient Analysis
L.andlord Participation

PHA Administrative Costs and Functions
Fair Market Rents in Existing Housing
New Construction

Housing Standards

o

o o . °

o

=T Ui W
°

o

A research project of the magnitude of the Section 8 evaluation
is a major undertaking involving the combined efforts of many individuals
and organizations. It is impossible to identify all of the individuals who
helped 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 PHAs 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, Mitchell & Co. Westat reviewed

and edited the text.
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1, INTRODUCTION AND EXECUTIVE SUMMARY

1.1 Overviéw

Loocal sponsoring agencies and organizations [i.e., the Public
Housing Agencies (PHAs)] that operate Section 8 programs are required
to carry out a series of key administrative functions that support the pro-

gram:

outreach to potential recipients and landlords;

o certification of eligibility;

. client services;

. inspection of units;

. subsidy 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 program effi-

ciency.
The objectives of the program evaluation component encompa ssed:

. documentation of the existing level of services of each
administrative function at a sampled PHA in Sector C;

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

. measure_men’c of the relative effectiveness of alternative
strategies for performing administrative functions.



The general procedure used in carrying out the administrative
analysis included:

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

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

o evaluating the relationships between these sponsor
preliminary and administrative costs and the respec-
tive preliminary and administrative fees paid by HUD;

° identifying, on the basis of the level 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 Sec-
tion 8 Housing Assistance Payments Program is the sponsor administrative
costs paid by HUD. These costs fall into two categories:

. the preliminary fee: an amount paid once per unit to
the sponsor agency on the basis of a budget estimate
submitted 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-
| I, U e Y e b e 2 2l Ve Al . A, 0 1 NN
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for each month a Section 8 unit is leased. This feeis




designed to reimhburse project sponsors for sach man-
agerial functions as outreach activities to replace re-
cipient attrition, eligibility redetermination, technical
assistance to clients, and housing reinspections.

Bzcause of the decentralized nature of the program, the costs
incurred in these administrative functions are substantial. In 1976 the
costs were $45 million for the preliminary fee expense and $33 million in
continuing administrative fees, as indicated in the RFP. However, the
bases on which these two fees are calculated do not reflect a number of
variables that directly influence the actual costs incurred. Variables not
normually considered includes geographic location of the client community,
typ2s of services provided, size of project, geographic dispersion, num-
ber of units, and the addition of Szction 8 administrative fuactions to simi-
lar functions normally carried out. 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 important when Section 8 sponsor-
ing agencies perform activities for other programs
(e.g., public housing, 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 ''outreach, "




"eligibility redetermination, ' "assistance to clients, "

and ""housing inspections' were sometimes performed
within different organizational frameworks in differing
locations. To compare the accounting treatment and
overall cost of each service, it was necessary to de-
velop standard definitions of services. Using these
definitions, we found that some revised cost allocation

assignments were necessary.

. appropriateness of FMR and administrative fees. The
administrative fee actually paid is the greater of a
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 administrative fee can vary, however, depend-
ing on the delivery mechanism, project type, centrali-
zation services. economies of scale, and maturity 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 mechanisms,
economic and financial factors inherent in each project
location, and the resulting levels of costs.

On the basis of the outputs of this research, alternative meth-
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
levels,

1.3 Executive Summary of Principal Evaluative Findings and
Conclusions

This section summarizes our observations of Programmatic
activity, observations about PHA 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 (supported by the data collected) about the Section 8 program as
it is being carried out in the Sector C sample of PHAs.



There was a clearly identifiable administrative entity
in each sample location carrying out a Section 8 pro-
gram.

Whatever the original enthusiasm for, or reluctance
to, entering the program, all the PHAs sampled ap-
peared committed to having the program succeed,
However, we observed extensive interpretation of
regulations and instructions; such adaptation seemed
positive in spirit and was designed to deal with local
political and organizational influences.

All the necessary administrative and programmatic
functions were being performed at each site; person-
nel assigned seemed to be knowledgeable about the
program and the function(s) they were carrying out.
Nowhere were functions omitted.

All HUD Section 8 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
PIAs sampled, although there was little uniformity.

There seemed to be no procedural, cultural, or pro-
grammatic barriers to obtaining sufficient recipients
to Fulfill the Annual 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 tobe
achieved. Specific PHA activities aimed at reaching
a programmatic balance were inconsistent.

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

The most significant impediments to accelerating im-
plementation of the existing housing program seem
to be a perception of low FMRs, lack of stable and



complete regulations, and landlords' reluctance to
participate in the program. The initially perceived
slowness in implementing the program, which we
attributed to bureaucratic inertia in the area offices
and in PHAs that have other active housing programs,
seemed for the most part to have disappeared.

1.3.2 Observations about PHA 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:

1. PHAs in standard metropolitan statistical areas
(Metros) experience higher preliminary activity costs
than PHAs in non-Metros, This is apparently due to
the use (in Metros) of specialized, professional staff
to carry out functions that are performed in non-Metros
by nonspecialized staff. Some price index differences
are observable.

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

3. The preliminary 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 seems
to be inadequate to cover the ''steady state' costs of
maintaining the program. Upward adjustment of the
FMR should provide sufficient cost reimbursement,
at least temporarily. Although our estimates of the
steady state costs of maintaining the program are ten-
uous because of the low program marketing level in
local jurisdictions, we estimate that the flat cost
would be between $17.40 and $18. 31 per leased-unit-
month. A more supportable estimate should be devel -
oped by collecting longitudinal cost data abont July of
1977,




1.3.3 Summary of Principal Conclusions

Some observations have led the analytical team to
suggest initiatives the Office of Assisted Housing might take to improve the
acceptance and strength of the Section 8 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 local conditions, PHA
cost accounting procedures, linked with 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.

2. Many PHAs felt a degree of coercion by the area of-
fices in that they were ''encouraged" to participate in
the Section 8 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 made
explicit or prohibited.



3. The policy of limiting certifications 1o the ACC allo-
cation needs to be examined, In particular, the value
of keeping a "full pipeline" of recipients who can find
places in available units needs to be determined. A
full 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
time, or are dissatisfied with the units awvailable,

4, The structure of the current reimbursement formulas
seems to be a reasonable basis for equitably covering
the PHA costs and provides the basis for budgeting or
program control. However, the administrative (main-
tenance) costs incurred did not correlate with the fair

marlket rent, Alternative structure

lternativ ne s th
centives for PHA efficiency, based on either ou
measures or program performance, shouid be further
analyzed. The key consideration for this examination
is determining whether the formula structure reduces
the cost to the government and improves the chances
of meeting program goals by involving the private sec-

tor in the housing of low-income families,

1.4 Format of the Report

This report on the administrative functions performed and their
associated costs and fees presents our findings, conclusions, and recom-
mendations resulting from this project. In particular, this Analysis of Ad-

ministrative Functions and Fees in the Section 8 Existing Housing Program
report discusses:

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

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

. evaluations of variables that affect administrative cost
ievels; and



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 service levels and
costs,

This report is organized as follows:

Section 2, Methodology, 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-
ings, presents our documentation and analysis of the
current management 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 indices"
are utilized.

Section 6, Analysis 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




these costs with the greater of the 8,5 percent of FMR
or $15.00 administrative fee.

Section 8, Analysis of Alternative Fee Structures, pro-
vides our detailed analyses of current and alternative
fee reimbursement mechanisms.
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2., METHODOLOGY

The analysis of administrative 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 agency were described in a
structured and quasi-quantitative manner. Each agency's 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 density of the potential
beneficiary and housing population,

Concurrently, the team delineated how the Section 8 sponsoring
agency (PHA) relates organizationally to local 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 organizational structure (i.e., the actual lines
of authority) and the way staffs for the Section 8 functions were selected.

In this first level 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 8 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

. the functions themselves and how they are performed.

2.1 Analysis of Resources Used

Each of the administrative functions was analyzed and evaluated
for the resources used. The resource content was measured directly by
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examination of 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-
ments or estimates were verified by cross-checking with the staff compo-
sition as to number and skills and their representativeness of the ethnic
and social character of the jurisdiction.

2.2 Analysis 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
units sought and inspected). The quality of the results was, of course, of
great significance and included examinations of ''service (level) indices"
for each function.

2.3 Analysis of the Functions and How They Are Performed

In conducting this activity, we examined principally the steps
that are carried out for each function and how decisions are made and the
criteria used,

2.4 Data Collection and Analysis Strategies

Because of potential variations in local 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.

[y
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2.4.1 Field Survey

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 preliminary 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-

tivities;

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 developed;

document and estimate, if necessary, the actual ser-
vice delivery costs for each activity; 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 utilized documentation
of the major accounting procedures and controls (e.g., 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 al-
locations on the basis of the table variables and '"standard definitions" pre-

viously developed.
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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:

o An analysis of the different approaches to service de-
livery by each administrative component. For exam-
ple, 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-
ple, some of the administration services required an
allocation of personnel costis (salary) to more than one
function (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) and the fees paid by HUD.

. An analysis of those factors impacting the cost of ser-
vice levels 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 Testing and Validation of Alternative Methods for
Analyzing Service 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 payments not significantly more complex than the FMR basis



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.

2,5 Presentation of Data and Results

Data on costs and service levels 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 level 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 estimates made at the sample of PHASs.

Such metric values of the statistics are of interest in that they
characterize what the field teams actually experienced. However, we 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).
All 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, except when the direct measurement or uncorrected values were
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required; in those cases the tables are appropriately labeled. Therefore,
the corrected values are labelled "Sector C.'" The direct sample measure-
ment statistics are labelled "'sample.

The reader should not be misled as to interpreting the label
"sample' 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 detailed description of the weighting procedure is shown in
the Appendix.

Sections 5 through 7 include estimates of statistical validity and
confidence intervals. We have not dwelt on this issue at length because of
the overall sample 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 their importance in the analysis.

The Westat Work Plan Document of September 1967 de-
scribes in detail the methodology employed.
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3. PHA PROGRAM STATUS

The PHAs sampled represent various types 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 PHAs applied for the program;
the implementation problems 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 the analysis presents a per-
cent of PHASs as projected for Sector C, the 90-percent confidence interval
of that percent can be determined from Table 3-1 below.

Table 3—1

Confidence Interval for Sector C
Proportion Projections

PROJECTED PERCENT OF SECTOR C 90-PERCENT CONFIDENCE INTERVAL
PHAs (%) (%)
10 0r 90 +12
300r70 +18
50 +20
17



When the analysis presents a continuous 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 sampled ranged in population from
2,000 to 2,000, 000, For the 30 PHAs sampled, 50 percent served a popu-
lation of less than 100, 000, which projected to 67 percent of the PHAs in
Sector C. Table 3-2 summarizes these findings.

Table 3—2

Summary of Sector C Jurisdiction Population

PERCENT OF PHAs
JURISDICTION POPULATION
Sampled -Sector C
Under 50,000 30 38
50,000 to 99,999 20 29
100,000 to 499,999 27 25
500,000 and over 23 8
TOTAL 100 100

(N=30)

The proportionate over-representation in the sample of PHAs
of 500, 000 or more in jurisdiction population is indicated by this table. Al-
though agencies with this large population represent 23 percent of the
PHAs sampled, only 8 percent of the PHAs in Sector C are projected to
serve a a population of 500, 000 or more, (Table 3-3 presents population
by PHA sampled.)
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Summary of Jurisdiction Characteristics by PHA

Table 3—3

PE TYPES OF JURISDICTION
sme | Poruamionor | CLlEsw | A | o .
JURISDICTION ELIGIBLE pen Small | Suburb of | Msdium | Suburb ot Largs Suburb of
{a) ib) Country City Smali City City Madivm City City Large City
1 600,000 450,000 44 X
2 914,000 280,000 45 X
3 401,000 103,000 44 X X X X X
4 130,000 38,700 44 X
5 62,500 16,000 44 X
6 44,600 26,000 42 X X
7 216,000 63,000 1" X
8 21,200 5,895 12 X
9 43,200 €.000 9 X X X
10 24,750 8,700 17 X
" 2,000 500 18 X X
12 821,000 66,450 S0 X
13 170,000 39,000 48 X
14 8,000 2,300 34 X
15 96,000 25,000 19 X X
16 135,000 33.400 10 X
17 350,000 121,000 7 X X X X X X
18 26,000 8,300 36 X
19 80,000 25,900 37 X
20 54,500 31,800 37 X X X
21 447,000 84 947 36 X X X X X
2 750,000 191,385 38 X X X X
23 225,000 78,800 37 X X X X X
24 £5,000 24 000 23 X
25 2,000,000 587,700 22 X X
26 700,000 7,500 L] X X X X X
27 95,000 31274 10 X
28 656,700 162,100 18 X X X X X
29 43,000 14,000 20 X X X X X
30 48,000 15,725 8 X X X

{a) asreported by PHA.
{b) as reported by HUD Area Office. These data are inconsistent with the

PHA -reported population for some sites and may be attributable to
different perceptions of the jurisdiction boundaries.

19




The HUD area offices have estimated that the eligible families
in the PHAs sampled represent from 7 to 90 percent of the families resid-
ing within the jurisdiction. The majority of the PHAs sampled (73 percent)
and as projected for Sector C (79 percent) are estimated to serve jurisdic-

tions in which less than 40 percent of the families are eligible for the Sec-
tion 8 program (Table 3-4),

Table 3—4

Family Eligibility Distribution in Sector C

ESTIMATED PERCENT OF FAMILIES ELIGIBLE PERCENT
OF PHAs
Under 20 54
20 to 38 25
40 and over 21
TOTAL 100
(N=30)

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 sampled 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 of the PHA staff,

Table 3—5
PHA Staff Responses Regarding Community Type in Sector C

TYPE OF AREA SERVED BY PHA [PER(:(EI\':II I?UF) P NUMgsﬁ'e:EPHAS
Open country, small housing clusters 46 13
Small city/town (under 50,000) 69 19
Suburb of small city/town 22 12
Medium city/town (50,000-250,000} 35 11
Suburb of medium city/town 17 7
Large city {over 250,000) 3 5
Suburbs of iarge city i3 3
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These responses indicate that the Section 8 program in Sector C is pri-
marily serving rural types of communities, with a projected 69 percent of
the PHASs in Sector C serving a city/town with a population under 50, 000,
When compared to the projected 38 percent of the Sector C PHAs serving
a jurisdiction of under 50, 000 total population, these data indicate that ap-
proximately 30 percent of the PHAs in Sector C serve a jurisdiction com-
prised partly of a small city/town and partly of other comimunity types.
PHAs Number 3, 17, and 28 indicated that the PHA jurisdiction included
both small and larger (over 250, 000 population) cities.

Information about the dispersion of eligible families within the
PHA jurisdiction was not readily available. PHA staff were questioned,
however, about the relative dispersion of the recipients. These responses
are summarized in Table 3-6 below as a surrogate of the eligible popula-
tion dispersion:

Table 3—6

PHA Staff Responses Regarding Relative
Dispersion of Recipients in Sector C

PERCENT OF PHAs WITH RECIPIENTS
RECIPIENT
CLASSIFICATION Concentrated - Concentrated
in One Area in A Few Areas Scattered Total
Alf Section 8 Recipients - 16 84 100 (N = 30)
Minority Recipients 8 28 64 100 (N = 26)

These responses indicate that (1) the recipients, whether minority or not,
are generally scattered throughout the jurisdiction and (2) presumably the
eligible population is also dispersed. Of note is that three PHAs indicated
that 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, we cannot conclude whether this is because the
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minority population is concentrated in one area, because the PHA is at-
attracting and certifying minority households from only one area, because
the minority recipients have opted to reside in the same area, or because
of some other factor(s).

3.2 Program Experiences

A strong need for low and moderate income housing appeared as
the most important factor influencing the decision of a PHA to participate
in the Section 8 Existing Housing Program (see Table 3-7), according to
PHA staff. Encouragement by local elected officials was considered by
PHA staff to be a relatively important factor in the decision to participate
in Section 8. Encouragement from local community organizations and
property owners, however, was not considered to be important to the deci-
sionmaking process. A high vacancy rate for rental units was not consid-
ered to be an important factor in the decision to participate. However, the
data do not indicate whether a high vacancy rate existed at the time the de-
cision to participate was made. The relative importance of the factors in-
fluencing the decision to participate is projected to be about the same sec-
torwide as for the PHAs sampled.

Table 3—7

Factors Influencing Decision to Participate in
Section 8 Existing Housing Program in Sector C

AVERAGE LEVEL OF IMPORTANCE
FACTOR (N = 30)

The area had a strong need for low and moderate income housing 1.2
There were no other new housing programs available 14
There were no new construction programs available 1.8
Local elected officials encouraged participation 1.6
The HUD area office encouraged participation 16
The agency attempts to apply for all available housing programs 2.1
Local community organizations encouraged participation 19
The locality would have lost community development biock grant

funds had the agency not applied 25
Local property owners encouraged participation 2.7
There was a high vacancy rate in the area 28

Legend: 1.0 - very important
2.0 - somewhat important
3.0 - not at all important
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The HUD area offices were reported by the PHAs to have made
a variety of efforts to encourage PHA participation in the Section program.
These efforts are summarized in Table 3-8. Of particular note is the fact
that approximately 43 percent of the PHAs sampled indicated that the HUD
area office had pointed out that Community Developmeant Block Grant fund-
ing could be related to participation in the Section 8 program.

Table 3-8

Area Office Efforts to Encourage Participation in Sector C

EFFORT PERCENT OF PHAs

Made phone calls, visits, personal contacts and/or
sent jetters. 81 (N=30)

Hold general information meetings to explain the
program. 77 (N=30)

Sponsored training sessions to assist in preparation
of applications. 68 (N=30)

Pointed out that CDBG funding could he related to
participation in the Section 8 program. 49 (N=30)

Sent the PHA more than one invitation. 29 (N=29)

The primary implementation problems encountered by the PHAs
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 income, or lower income applicants have presented no major prob-
lems to the average PHA,
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Table 3-9

Potential Problems with Implementation
of the Section 8 Program

in Sector C

PROBLEM

AVERAGE MAGNITUDE OF PROBLEM

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 guality standards

Getting landliords 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 aliocation
is fully used

Training staff to administer the program

Conducting inspections in timely fashion

Community and/or landiord concern about potential
applicants from outside community

Finding very low income households as defined by
Section 8

1.3 (N=29}
14 {N=30)
1.5  (N=30)
1.7 (N=29)
1.8  (n=30)
1.8 (N=30)
.9 {N=3G}
1.8 (N=30)
2.1 {N=30}
2.3 (N=30)
24 (N=30)
25 (N=30)
2.5 (N=30)
24 (N=30)
2.6 (N=30)
2.7 (N=30)
2.4 (N=30)
2.6 (N=30)
2.1 (N=30)
2.7 (N=30)
2.7 (N=30)
3.0 (N=30)

Legend:

1.0 - major problem
2.0 - minor probiem
3.0 - not a problem

[\
1N



The PHAs responded to a series of questions about administra-
tive problems encountered. As indicated 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-
work required for the Section 8 program and with receiving adequate and
timely instruction, explanation, and clarification from the HUD area of-

fices.
Table 3-10
Problems with the Administrative Work

Involved in the Section 8 Program
in Sector C

PROBLEM AVERAGE MAGNITUDE OF PROBLEM

Amount of total paperwork in the Section 8 program compared with 1.8 (N=29)
other housing programs the PHA has administered

Receiving adequate processing instructions from the HUD area 1.7 (N=30)
office
Getting enough explanation and clarification on program require- 20 (N=30}

ments from the HUD area office

Getting prompt HUD area office action 2.1 (N=30)
Adjusting to changes in Section 8 reguiations 25 (N=30)
Amount of time involved in verifying application information 2.7  (N=30)
Receiving payments for requisitions on time 25 (N=30}
Having cash on hand for start-up costs prior to first requisition 2.5  (N=30)
PHA staff not understanding how the program operates 2.7 (N=3D)
Processing and sending out payments to landlords 2.8 (N=30)

Legend: 1.0 - major problem
2.0 - minor problem
3.0 - not a problem
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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 toolow,
according to the PHAs (see Table 3-11), The next most frequent reason is
a lack of landlord desire to be involved in a government program. This
may partially explain why the PHAs considered the finding of units a rela-
tively major implementation problem. Specifically, finding landlords will-
ing to participate was considered by the PHAs to be a minor problem
(Table 3-9). Thirty percent of the PHAs 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 and/
or welfare families was between a major and minor problem.

Table 3—11

Reasons Why Landlords do not Participate in Program in Sector C

PERCENT OF PHAs (N = 30)
REASON
In Which Reason Cited In Which Reason Most
Frequently Cited

Do not wish to be involved in a government

program g1 17
Rents unit without Section 8 87 8
Fair market rents too low 75 44
Adverse perception of program 65
Too much paperwork 48 6
Do not wish to make repairs 54 8
Other 43 9
Do not like potential tenants sent by PHA 36 )
Lease restrictions 13
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In general, local government officials were reported by the
PHAs to be supportive of the program. Local media were also considered
to be supportive, although not as supportive as the local government offi-

cials.

3.3 Evaluation of Program Results: Conclusions

The 30 PHAs sampled reflected different program levels. The
number 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
number of months since execution of the Annual Contributions Contract
ranged from 4 to 16. These and other indicators of program levels are
presented in each of the 30 sampled sites in Table 3-12.
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Table 3—12 l

Program Level Indicators

% $
&% Se Ses s ’\\“\Q £ § ‘ZSQ
o8/ 88/s8/ & /8¢/S8/ § /S i
e /el / 8L/ $/ & /§§5/ 88/ §/&S/&
§ /&) 88/ 85/ & /SE/E8/ & /85 /8 |
S NI L / &8 < AR /&LS O /ST /&
1 1,619 0.8 1.9 1.2 72 28 65 1.9 27 13 l
2 1,380 1.1 341 15 85 10 49 1.7 50 13
3 1,085 24 4 41 5 32 83 14 i 15
4 232 1.4 47 3.2 68 32 69 1.3 17 1 l
5 350 5.0 12.1 69 82 15 57 14 10 12
6 126 1.2 1.2 1.2 15 85 98 1.6 43 9
7 466 6.7 99 22 27 12 22 13 24 1 I
8 55 1.1 183 94 30 70 51 1.6 18 8
9 70 12.7 28.7 16.0 80 20 56 1.4 11 9 l
10 95 6.3 5.7 4.2 39 - 74 26 13 8
11 22 244 60.0 17.8 55 5 30 3.7 60 9
12 1,182 20 48 21 42 39 57 13 39 16 l
13 118 0.6 1.5 1.1 100 - 75 24 30 12
14 60 7.6 8.1 6.7 75 8 88 1.7 1 1
15 100 2.1 1.3 1.2 46 10 90 1.5 26 4 l
16 80 24 1.2 30 96 4 41 13 2 13
17 150 1.7 88 14 54 - 16 1.5 8 1"
18 109 3.6 10.0 35 95 5 35 33 92 1 I
19 159 14 5.6 1.7 56 11 30 1.2 14 12
20 162 1.4 14 14 36 14 100 1.3 - 9
21 981 32 3.2 3.1 27 24 99 1.1 4 10 l
22 844 1.3 25 15 37 34 62 1.1 3 1
23 413 14 33 0.9 30 23 28 15 26 10
24 56 1.0 28 1.8 86 7 65 1.1 13 13 I
25 2,100 1.6 21 1.8 45 19 87 15 16 10
26 300 429 1714 740 58 42 43 14 3 8
27 50 1.6 40 24 100 - 60 1.3 17 12 l
28 1,344 46 1.7 4.7 57 17 61 1.3 1 13
65 23 8.2 4.1 89 11 50 12 11 10 :
150 i3.0 i5.1 8.0 36 i7 56 i0 - [ l
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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—13

Lease-Up Status in Sampled PHAs

PERCENT OF PHAs

ZED ACC UNITS
PERCENT OF AUTHORIZE Units Leased Units Committed

Under40  Percent 30 7
4165 Percent 21 27
66-90 Percent 30 17
Over 90 Percent 13 50

(N=30)

The commitment of authorized units, leased 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 were less than 40 percent committed, and
the 13 percent over 90 percent leased up increases to 50 percent of the
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.

All of the PHAs that had been under ACC for less than 10
months 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 were over 40 percent leased up, with a majority between
66 and 90 percent leased up.
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4. GENERAL ADMINISTRATIVE MANAGEMENT FINDINGS

Section 3 described the general status of the Section 8 Existing
Housing Program. This section describes in general the organization and
financial administration of the PHAs sampled and contains some prelimi-
nary analyses of PHA characteristics, both programmatic and administra-
tive, that appear to impact the program.

The statistics presented in this section are projections of the
30 PHAs sampled in Sector C and are subject to the sam= limitations de-
scribed in Section 3.

4,1 PHA Administrative Organization Characteristics
The majority (70 percent) of the PHAs sampled and an esti-
mated majority (65 percent) of the PHAs in Sector C are local housing au-

thorities administering other housing programs. The types of PHAs sam-
pled are summarized in Table 4-1,

Table 4-1

Types of PHAs in Sector C

TYPE OF PHA PERCENT OF PHAs
Local Housing Authority 65
Local Housing and Redevelopment Agency 17
Local Govemment Body 5
Other 13
TOTAL 100
Percent of agencies administering other housing programs as well 66
(N=30)
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Most (77 percent) of the PHAs sampled existed prior to the Sec-
tion 8 program, which projects to 86 percent of the PHASs in Sector C hav-
ing been established for non-Section 8 purposes. This finding is not sur-
prising because approximately 57 percent of the PHAs sampled and an es-
timated 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 8 program in the
agencies (in months) are summarized in Table 4-2.

Table 4-2

Age of Agencies and Section 8 Program in Sector C

AGE PERCENT OF PHAs

Number of years agency has existed

1 or less 31
2t0b 9
6to 10 31
aver 10 29

TOTAL (N=30) 100

Number of months since ACC execution

0to3 -
4109 51
10to 12 38
over 12 1A

TOTAL (N=30) 100

Within the administrative plan of many sampled PHAs, explicit
procedures exist for systematically specializing the work necessary to a-
chieve the PHA'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. The larger the PHA and its scope of respon-
sibility, the more pronounced are the characteristics of its administrative

organization. This is also the case for other programs being adminis-
tered.

Table 4-3 illustrates the characteristics of PHA administrative
organizations by:

. Metro or non-Metro; and
o number of housing units under ACC.
Some general findings on the sampled PHAs are:

non-Metros use only PHA staff to perform inspec-

tions;

. Section 8 programs in high population areas are
more likely to have specialized staff; and

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

PHA Administrative Organization Characteristics of Sampled PHAs

(N=30)
FULL-TIME SECTION § FULL-TIME SECTION 8 USE PHA STAFF mo‘;‘;‘m‘;'s"‘m'g‘;‘ AN
PROGRAM MANAGER CERTIFICATION AS INSPECTOR SECTION 8
(%) (%) %
%)
1 1
POPULATION YES oo YES J ND . YES NO YES NO
e e —————— — - e e A—— __‘___‘_——._,_
J | :
<50k ; 4 | % o 89 ! I 1 5 a
i !
i ; | i
50-100K l 87 ! 13 E : 100 ! 83 17 33 67
| | | |
100-500K I 78 5 25 ! 15 i 62 38 88 2
| | | i
>500K \ 86 ! 1 " 43 | 57 57 14! 86 14
: |
[ S S
! ' 1 f
i
Non-Metra i 50 50 } 13 : 87 i 100 50 50
| H {
) 73 27 ‘ a | 7 ' 50° 33 £ n
4 |
ACC SIZE l
0-70 units 43 - ‘ 100 100 - 29 n
|
71130 50 50 \ 1 ! 83 5 33 83 u
i
131-398 n 2 | - | 100 7 144 86 1
{
400999 100 - i % l 75 50 50 100 -
Dver 998 83 ¥ ‘ 87 ! 33 68 162 57 33
|

1 Twenty-nine percent uss 2 combinstion of both.

ZSlv-n percent use 8 combinstion of both.

:sixu-n percent uss 8 combinstion of both.

4chrl»n percent us a combinstion of both,
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4.1.1 Program 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 on Sec-
tion 8) program director than a PHA within a jurisdiction with more than
100, 000 population (80 percent). Of the Metro sites sampled, 73 percent
had fulltime program directors, while only 50 percent of the non-Mzatro
sites sampled had a fulltime program director. In many cases, Section 8
programs in low population areas are not large enough to warrant a full-
time program director, or the PHA may administer programs other than
Section 8 and ''share' management skills. PHAs in high population areas
are more likely 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.

4,1,2 Certification

A person who is certified as fulltime (spends 75 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 PHA 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 PHA staff, while 23 percent use fulltime certification
staif,

PHAs 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.

4,1,3 PHA Inspection Staff--Section 8

Inspectors have the responsibility of determining whether in-
spected units meet PHA Housing Quality Standards. In most cases, Section
8 programs utilize PHA staff to inspect units. All of the sampled PHAs 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 both,
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4.1.4 Professional Staff

PHA staff were asked the question, "How many of your agency's
staff would you classify as professionals in the field of housing?" The
PHAs sampled in non-Metro areas had fewer professionals per 100 ACC
units than did the PHAs sampled in Metro areas, as indicated in Table 4-4.

Table 4-4

Distribution of PHA Professionals
in Sampled PHAs

NUMBER OF
PROFESSIONALS
SITE PER 100 ACC N
UNITS AUTHORIZED
Metro 5 2
Non-Metro 2 8
All PHAs 4 29
4.1.5 PHA Staff Administering 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 1974 been the principal federal housing program for low-
income persons.

PHAs in high population areas are more likely to administer
housing programs other than Section 8 (e.g., 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.

4.1.6 Population versus ACC Size

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

PERCENT OF PHAs

NUMBER OF UNITS UNDER ACC
0-70 24
71-130 42
131-399 23
400-399 8
Over 999 3
TOTAL 100

{N=30)
4,2 Financial Administration

Although the PHAs generally do not have fulltime accountants
for the Section 8 program, 93 percent of the PHAs 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 Table 4-6, the majority
of the PHAs do not use the HUD definition of preliminary and administra-
tive (maintenance) costs.

Table 4-6
Cost Allocation Methods in Sector C
METHOD OF ALLOCATING COSTS BETWEEN
PRELIMINARY AND ADMINISTRATIVE ACTIVITIES PERCENT OF PHAs

No distinction 22
HUD definition 10
Percent of lease-up 13
Administrative after all units leased-up 20
Administrative after ACC execution 6
Administrative after first year 5
Time reports 13
Other n

TOTAL 100
(N=30)
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Of the 30 PHAs sampled, 47 percent use a standard overhead allocation
rate for Section 8, but only 37 percent allocate overhead separately for
preliminary and administrative activities (the projected Sector C percent-
ages are 34 percent and 23 percent, respectively.)

The Section 8 program in the PHAs sampled is funded primarily
by the ACC award. However, almost half of the sampled sites also re-
ceive some form of financial assistance or in-kind contributions (Table
4-7). This other assistance 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 all Section 8 func-

tions with PHA staff, Of the PHAs sampled, 27 percent contract for Sec-
tion 8 functions, as summarized in Table 4-8.

Table 4-8

Source of Staff by Function in Sampled PHAs

PERCENT OF PHAs SAMPLED

FUNCTION Contracted Currently

in Part Contracted
Outreach to Households - 3
Enroliment and Certification 7 7
Inspection of Units 20 20
Working with Certificate Holders 1 3
Working with Landlords 3 3
Making Payments 3 7
Percent of PHAs with at least one function 27 27

{N=30)

Of particular significance is that the inspection of units was the most fre-
quently contracted service (20 percent of the PHAs sampled). This func-
tion might be expected to be performed on a contractual basis since it re-
quires skills in a specialized discipline and on an intermittant basis.
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Table 4-7

Types of Non-ACC Funding for PHAs by PHA Sampled

TYPE OF ASSISTANCE
RECEIVED
ON-SECTION 8
SITE wAssmAm:E gp":c‘: Sm:.,‘,-'m Other ﬁg:hn::i Nnn‘l]'n;h:l:cial
Inspections Staff Time Assistance Assistance
1
2
3
4 X X
5
[ X X X
7 : 1
;
8 i i
g i x | X
v
1
12 X X
13
14
15 X X
16 X X X | X
17
18
19 X X X
20 X X X X
21 X X
22 X X
23
24 X X X X X X
25 X X X
26
27 X X X
28
29
3 X X X
|
Total
Number
of PHAs 14 3 3 7 6 5
Sampled
Perc;r}v‘t;;f |
30 |
Sampled 47 20 10 : 23 20 17
Percent
of 46 17 8 18 23 13
Sector C |
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l 4,3 Observed Population Groups

For purpose of analysis, the 30 PHAs sampled have been stra-

l tified by several of their characteristics. Primary among these are:

. Metro (73 percent) versus non-Metro (27 percent);
. number of months since ACC execution (see above);

o number of years administering housing programs
(see above);

o ACC size in units;
. percent of lease-up (see Section 3); and

. whether the PHA administers other programs (see
above).

As indicated, most of these characteristics have been summarized for
the 30 PHAs sampled 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 more of the
above stratifications. To facilitate the interpretation of those findings, the
primary subpopulations are presented in Table 4-9. The subpopulations
resulting from 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.

The analysis of Mztro versus non-Metro indicates that the sam-
pled non-Metros are all:

. under 10 months since ACC;
. under 90 percent leased-up;
under 100, 000 in jurisdiction population; and

o under 750 units in ACC size.
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Table 4-9

Primary Subpopulations in Sector G

PERCENT OF PHAs ACC UNITS
DESCRIPTION
Metro Non-Metro Total 0-70 71130 131-399 400-999 Over 999 Total
Number of months sinca ACC
0-3 months - . . - - - . - -
4-9 months 6 45 51 18 26 7 - - 51
10-12 months 38 - 38 [ 9 16 8 1 38
over 12 months 1 - 11 2 7 - . 2 11
Total 55 45 100 24 42 23 8 3 100
Percent of lease-up
under 40 8 20 28 [ 1 3 8 - 28
41-65 12 21 33 6 15 i - 1 Kk}
iy 66-90 17 4 2 10 . g . 2 21
over 90 18 - 18 2 16 - . - 18
Total 55 45 100 24 42 23 8 3 100
Population
under 50,000 10 28 38 20 16 2 . - 38
50,000-100,000 12 17 29 4 15 10 - - 29
100,000-500,000 25 - 25 - 1 7 [ 1 25
over 500,000 8 - 8 - - 4 2 2 8
Total 55 45 100 2 42 23 8 3 100
ACGC units
0-70 8 16 24
71130 16 26 42
131-399 20 3 23
400-399 8 - 8
over 999 3 - 3
(N=30)



Thne PHAs with less than 100 units in ACC size are less than 500, 000 in
population. Those PHAs of 750 units and more in ACC size are 100, 000
and over in population. The finding that the non-Metros are both under

10 months since ACC and under 90 percent leased-up is consistent since
the younger programs are not expected to have achieved full lease-up. The
finding that the non-Metros are both under 100,000 in jurisdiction popula-
tion and under 750 ACC units is also consistent, since ACC size is ex-
pected to be partly dependent upon population.

4.4 Summary of Management Findings: Participation Conclusions

Using Metro versus non-Msatro as a general indicator of popula -
tion and ACC sizes, Table 4-10 presents the factors influencing the deci-
sion to participate in the Section 8 Existing Housing Program (also see
Table 3-7) and the potential problems with the implementation of the Sec-
tion 8 program {also see Table 3-9), segregated by Metro and non-Metro.
The need for low and moderate income housing is more important for non-
Mestros, as is the unavailability of new construction programs. Of special
interest is the fact that encouragement from local elected officials and
HUD area offices is more important to the non-Mestros.

The severity of the potential implementation problems also pro-
vides some insight into the differences between Metros and non-Metros.
For example, non-Mztros experienced more 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 certified
households having difficulties in searching for units.

Finding lower income households, as defined by Section 8, was more diffi-
cult, although 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 commuinity available and the hous -
ing stock (available).
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Table 4-10

Factors Influencing the Decision to Participate in Section 8 Program—Potential Implementation Problems in Sector C

AVERAGE LEVEL OF IMPORTANCE
DESCRIPTION
Total Metro Non-Metro

FACTORS INFLUENCING DECISIGN TO PARTICIPATE IN SECTION 8 EHP
The area had & strong need for low and moderate income housing 1.2 13 1.0
There were na other new housing programs available 14 14 15
There were no new construction programs available 16 19 14
Local elected officials encauraged participation 16 19 1.2
The HUD area office encouraged participation 1.8 1.8 13
The agency attempts to apply for all available housing programs 21 20 2.1
Local community organizations encouraged participation 18 20 18
The locality would have lost CDBG funds had the agency not applied 2.5 24 25
Local property owners encouraged participation 21 28 5
There was a high vacancy rate in the area 2.8 7 2.9

W POTENTIAL PROBLEMSWITH THE IMPLEMENTATION OF THE SECTION 8 PROGRAM

Do Finding units with three or more bedrooms 1.3 1.2 1.3
Finding units renting within the FMRy 14 16 1.3
Cartified households having difficulties in searching far units 1.5 18 IR
Landlards not wanting to rent to large families and/or welfare families 1.7 15 21
Finding landlords who are interested in participating 18 1.9 1.8
HUD supplied materials are not understood by certificate holders 1.8 1.8 1.8
Too few staff available to assist househalds in their search for units 19 1.9 1.9
Finding units that meet the housing quality standards 19 2.3 15
Getting landlords to accept conditions of lease 2.1 2.2 2.1
Explaining the program to households 23 25 1.9
Being unable to assist homeowners with this program 4 23 26
Explaining the program to 1andiords 2.5 25 25
Cannot use the program for emergency housing 2.5 22 29
Utility allowances too high 24 2.6 2.1
Utility allowances too low 2.6 25 28
Finding lower income households as defined by Section 8 27 24 28
Too few minarity applicants 24 28 20
Finding enough people to apply so that tha ACC allacation is fully used 26 2.8 24
Training staff to administer the pragram 27 2.7 2.6
Conducting inspections in timely fashion 27 21 2.8
Community and/or landlord concern about potential applicants from outside the community 2.7 2.7 6
Finding very low income househoids as defined by Section 8 J0 3.0 | 3.0

Legend 1.0 - very
2.0 - samewhat
3.0 - nat at all



5, ANALYSIS OF PHA FUNCTIONS

This section analyses PHA administration of the Section 8
program on a function-by-function basis. The objective of this section
is to understand program performance, costs, methods, and effective-
ness as they relate to each administrative function,

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
PHAs to accomplish the function objectives?

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

What are the preliminary and ongoing costs to
the PHAs?

When appropriate, what is the relative effi-
ciency of the methods used by the PHAs to meet

function requirements?

5,1,1 Administrative Functions

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

The administrative functions are separated into preliminary
(intake) and ongoing (maintenance) efforts. The preliminary effort is
that performed in taking participants into the program to occupy the
contracted units initially., This includes all effort up to the point of
signing a lease., The ongoing effort is that performed after initial
lease-up to maintain the operation of the program. Preliminary and
ongoing efforts occur concurrently.
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All functions have both preliminary and ongoing efforts except
for the payments function, which is only an ongoing effort, With this dis-
tinction, the analysis can project cost as the program reaches maturity
and can normalize costs observed to date within HUD definitions.

5,1, 2 Methodology

The analysis of the functions is structured by a conceptual
model of the administrative operation of a PHA (Figure 5-1). The basic
elements of the programmatic results include the analysis of:

. the performance of each administrative service
function (output);

. the resources expended and the costs associated
with performance of each service function (input);

and
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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 resources into specific Section 8 services, The factors
or independent variables that describe the PHA setting vary from one
locality to the next; site characteristics affecting costs and expenditure

of resources include:

demographic/geographic characteristics (e.g.,
Metro/non-Metro, population density);

scale of operations (e.g., ACC size, units
leased);

time or experience factor (e.g., months since
ACC date, years in housing programs, and level
of related activity); and

maturity of the Section 8 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 Functions

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 estimate the total Section 8 direct labor hours for each
employee, the procedure developed, from records of employees working
on the program, the number of months (elapsed) assigned to Section 8
and the percent of elapsed time spent on Section 8. The estimated direct
labor hours are distributed to each function for preliminary 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, fringes, and nonpersonnel direct costs are combined,
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5.1, 4 How Costs are Represented

Program function costs are represented by direct personnel
hours and total direct costs separated by preliminary and ongoing efforts.

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

° cost per unit leased for preliminary functions;
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 levels
of maturity,

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 function performed, The
SI summarizes the level of service activity within the function with re-
spect to function objectives,

The desirability and effectiveness of various methods of per-
forming functions depend on the function costs in relation to SI. In par-
ticular, the 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

Outreach is an important role delegated to PHAs participating
in the Section 8 Existing Housing Program. The objectives of the out-
reach function are to:

. inform eligible families of the potential housing
assistance; '
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encourage landlords to make their units available
to the program; and

. 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 ineligible families are not desirable as they would cause an
unnecessary burden on other PHA functions. 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 8 program be 'very low-income" (less than 50 percent of the
jurisdiction median income), This requirement intends to assure that
those most in need of assistance will be aided. Another objective is to
foster economic integration within Section 8 developments. These latter
objectives may be promoted by skillful outreach effort but require co-
ordination with other PHA functions.

5.2,1 Methods of Outreach

In attracting families and owners to the program, the PHA is
required to make public announcement through newspapers and minority
media and to contact local real estate and other groups to explain the
program. Beyond these minimum requirements, the PHA is expected
to organize a campaign to attract sufficient numbers in a wide cross-
section, If all these requirements are to be met, considerable flexibility
in the type and scope of methods used for outreach 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 methods are used in some degree by all PHASs,
but radio or TV advertising, church and community organization con-
tact, and the public housing waiting list are used less uniformly than
others. Note that Table 5-1 reflects a fair correlation between the use
of the method and its perceived effectiveness. (The use of the public
housing waiting list is an anomaly: itis perceived to be the most effec-
tive method of outreach yet is used by the smallest number of PHAs--

only 47 percent,)
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Table 5-1

Use and Effectiveness (Perceived) of Outreach Methods
to Potential Recipients in Sector C

r
METRO LOCATION NON-METRO LOCATION ALL PHAs
METHODS OF
PERCENT PERCENT PERCENT
OUTREACH USINTCENT 0 | EFFECTIVENESS | yoneiueruon | EFFECTIVENESS | ygygmeTHop | EFFECTIVENESS
A. Radio or TV Advertising 49 59 88 58 67 59
B. Newspaper Advertising 8.6 100 68 94 1.7
C. News Stories 92 73 100 8.9 96 71
D. Mailings, Flyers,
Brochures, Posters 88 78 100 6.4 93 7.2
E. Church and Community
Ory. Contact 85 6.8 54 5.2 76 6.4
F. Contact with Social
Service Agencies 92 14 100 5.5 95 6.5
G. Contact with Realtors, ]
Landlords, and
Property Managers 87 57 100 6.6 a3 6.2
H. Public Housing
Waiting List 54 86 38 6.7 47 79
{N=30)

Effectiveness Legend:

0 - not at all effective
5 - somewhat effective

10 - very effective

Table 5-2 displays the methods used by PHAs to encourage
landlord participation in the Section 8 program. This table reflects a
wider variance in the methods used and their perceived effectiveness.
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Table 5-2

Use and Effectiveness (Perceived) of Outreach Methods
to Landlords in Sector C

METRO LOCATION NON-METRO LOCATION ALL PHAs
OUTREACH PERCENT PERCENT PERCENT
USING METHOD EFFECTIVENESS | \,c\ng METHOD EFFECTIVENESS USING METHOD EFFECTIVENESS

A. Radioor TV

Advertising 45 36 72 2.0 57 26
B. Newspaper Advertising 51 64 100 5.6 S0 6.0
C. Adsin Real Estate

Publications 35 34 12 10.0 25 48
D. News Stories 83 5.7 88 7.8 85 - 6.7
E. Fiyers, Brochures, or

Posters 55 632 84 15 68 7.0
F. Persona Contact With

Real Estate Orgs. 88 6.7 86 5.0 87 59
G. Personal Contact With

Dwners or Managers 93 8.0 100 9.4 97 9.2

(N=30)

Effectiveness Legend:

0 - not at alf effective
5 - somewhat effective
10 - 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 than satisfactory. The use of radio or TV
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advertising for landlord outreach is probably somewhat less than the 57
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 8 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. "

Table 5-3 displays the primary method of outreach reported
by the PHAs., There is a significant difference in methods among agen-
cies according to their location. Sixty-three percent of the PHAs 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

Primary Method of Qutreach to Recipients in Sector C

PERCENT OF PHAs WITH PRIME METHOD OF OUTREACH
BY PHA LOCATION
METHOD OF OUTREACH L:)WCE;%%N NLOONC-AAA-E%RNO All PHAs
1. Newspaper Advertising 63 16 42
2. Personal Contact 1 56 26
3. Word of Mouth 21 3 13
4, Contact with Social Service Agencies 8 12 10
5. Contact with Realtors and Landlords 0 12 6
6. Radio or Television Advertising 4 0 2
1. News Stories 1 0 1
8. Special Mailings 1 0 1
ALL METHODS 100 100 100

{N=30)
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The primary outreach method is somewhat less correlated to
population of the jurisdiction. In larger areas, mass media approaches,
including radio and TV advertising, are preferred,

56242 Outreach Performance

Performance is more difficult to measure objectively in out-
reach than in any other function. The degree to which the eligible popu-

lation is attracted to the program, consistent with other outreach objec-

tives, is a basic measure.

Table 5-4 displays the special outreach efforts made by PHASs
to attract some 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

]
PERCENT OF PHAs MAKING SPECIAL OUTREACH EFFORTS TO GROUPS
PHA
LOCATION Elderly Th;ed:;:'ﬂnore V:!nrz'mL‘;w Low Income Minority t uE ;;;ec;:fl’ Dther
Households ok nld ere Households Houssholds st Households
Households

METRO ] 8 17 25 68 0 18
NON-METRO 66 62 74 74 71 34 0
All PHAs 68 32 42 47 69 15 10
(N=30)

For a few of the household types, the distinction between the
efforts made by PHAs at Metro locations and at non-Metro locations is
significant, For other relevant factors, such as population of jurisdic-
tion or ACC size in units, significant distinctions were not observed.
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No efforts to encourage households "expected to reside' in the area to
apply were reported at Meiros, whereas 34 percent of non-Metro PHASs
reported special efforts, More dramatically, a small minority of PHAS
located in a Metro directed efforts toward three or more bedroom fami-
lies or very low income families, while most PHAs not in Metros re-~
ported special efforts for these groups.

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

A logical way to normalize outreach activity is by number of
eligible families. Table 5-5 indicates the level of outreach activity--in-
quiries, applications, and certifications--per eligible family., Certifica-
tions are included to measure '"successful" applications. Outreach ef-
forts attracting large numbers of ineligible families should not be
credited with high performance,

Table 5-5

Outreach Performance in Sector C

PHA CHARACTERISTIC ACTIVITY PER ELIGIBLE FAMILY IN JURISDICTION
Nur{rl?er of Number of Applications | Number of Certifications
Factor Level inquiries per L. . L o
Eligible Family per Eligible Family per Eligible Family
0-70 .30 .24 .10
71-130 29 .04 02
ACC SIZE 131-399 41 .34 A5
400-999 .09 .05 .02
Over 999 .09 .04 .03
Metro 40 18 .08
PHA
LOCATION | yyn Metro A7 a2 05
0-3 ~- - _
MONTHS 4.9 .29 .25 11
SINCE 10-12 N .06 .03
ACc Over 12 97 .06 .03
Al PHA. 20 15 27
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The inquiries activity shown in Table 5-5 reflects the gross
outreach performance of the PHAs. The activity levels are higher for
PHASs 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-
cidentally, less experienced, Surprisingly, the PHAs with the 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
number of applications than inquiries.

The third measure, certifications per eligible family, is the
most important measure of outreach performance. Table 5-5 indicates
that roughly 7 percent of eligible families have been certified for the
program. The Metro locations have accounted for a larger part of the
total certified,

5.2.3 Costs of Performing the Outreach Function

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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Table 5-6

Costs of Preliminary Outreach Function in Sector C

PRELIMINARY COSTS PER OCCUPIED UNIT

FACTOR/SUBPOPULATION Direct Person-Hours | Total Direct Cost ($)
PHA LOCATION
Metro 4.1 32.00
Non-Metro 9.3 36.00
SIZE OF PHA JURISDICTION  population
(50K 10.3 44.00
50K-100K 42 25.00
100K-500K 34 23.00
>500K 6.5 46.00
PROGRAM SCALE ACC size in units:
G-70 iz2.3 4860
71-130 44 2200
131-399 36 25.00
400-999 8.8 771.00
Over 999 2.9 19.00
LEVEL OF RELATED ACTIVITY currently administer other
programs
YES 73 40.00
NO 49 21.00
SECTION 8 EXPERIENCE months since ACC
0-3 -
49 8.7 34.00
1012 41 38.00
12 20 13.00
PROGRAM STATUS % leased of ACC
<40% : 128 62.00
41-65% 50 23.00
66-90% 33 20.00
>980% 31 25.00
AVERAGE 6.5 33.51

The most significant finding is that, although non-Metro
PHAs spend more outreach time 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, PHAs in Metro locations
often concentrate on a mass media approach, whereas non-Metro PHAs
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 PHA-labor intensive,



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 preliminary functions, the outreach costs cor-
relate with program experience and lease-up status. 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 al-
location of the outreach expenditures. Since number of months from
signing ACC correlates strongly with percent lease-up, this phenomenon
is observed for both factors.

Table 5-7 indicates the ongoing costs to maintain units al-
ready leased. Roughly 26 hours are required per 100 leased units per
month, corresponding to a little over $1 per unit in direct costs.

Table 5-7

Costs of Ongoing Outreach Function in Sector C

ONGOIRG COSTS PER OCCUPIED
UNIT-MONTH
FACTOR/SUBPOPULATION Direct Person-Hours | Total Direct Cost (s)
PHA LOCATION
Metro 08 83
Non-Metro A7 1.94
SIZE OF PHA JURISDICTION population
(50K .56 2.46
50K-100K 10 .98
100K-500K .03 19
>500K 1 .86
PROGRAM SCALE ACC size in units:
0-70 .50 181
71130 .25 129
131-388 .09 1.09
400-999 14 1.09
Over 998 .06 a
LEVEL OF RELATED ACTIVITY currentiy administer other
programs
YES 19 1.28
NO .39 142
SECTION 8 EXPERIENCE months since ACC
0-3 - -
49 41 1.1
10-12 .10 1.10
>12 05 .31
PROGRAM STATUS % leased of ACC
<40% 34 1.76
41-65% 42 1.99
66-90% .05 29
>90% .08 .66
AVERAGE .26 1.33
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The same factors that explain preliminary 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 in unit increases,

5.2.4 Relative Efficiency of Outreach Procedures

Previous subsections discussed the different procedures used
by PHAs to accomplish the outreach function. For different 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 effectiveness.

Table 5-8 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
methods by observed effectiveness, the best plan is a coordinated effort
using many different methods,

Table 5-8

Relative Efficiency of QOutreach Procedures in Sector C

RANK ORDER OF EFFICIENCY
(MINIMUM DIRECT COST PER SERVICE INDEX)
REPORTED PRMARY HETHOD T R T
Inquiries per Applications per Certifications per
Eligible Family Eligible Family Eligible Family

METRO LOCATION

Word of Mouth 1 1 1

Contact with Social Service Agencies 2 2 2

Newspaper Ads 3 3 3

Radio or TV 4 4 4
NON-METRO LOCATION

Contact with Realtors and Landlords 3 2 1

Newspaper Ads 1 1 2

Personal Contact 2 3 3

Contact with Social Service Agencies 4 4 4

1
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Generally, the smaller PHAs and the non-Metro PHAs have
success with personal contact to landlords, owners, and potential recip-
ients, In larger jurisdictions, personal contact is not always practical,
and mass media approaches are more economical, Although "word-of-
mouth' ranks first in cost-effectiveness at Metro locations, it may not
be viewed as a method of outreach. Typically, word of mouth informa-
tion is driven by community knowledge of the program derived from
other outreach methods.

5.,2.5 Conclusions

This analysis has shown that the outreach function represents
a significant 24 percent of total direct costs for Section 8 intake of units
and 16 percent of total direct costs for program maintenance (Table
5-26), The various outreach methods used by PHAs have attracted an
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. ‘

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 PHAs have limited experience
with housing programs like Section 8. Another dilemma is that at
small PHAs the most effective outreach methods are labor-intensive,
yet the staffing problems are particularly acute.

In all cases, PHAs should try to gain public acceptance of the
program as soon as possible and before implementation. The most 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 Certification Function

The certification function involves the effort by the PHA to
determine and certify the eligibility of potential recipients. This
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includes reexamining family income and composition annually., For new
recipients the certification effort is made from the time the potential
recipient wishes to apply for assistance until 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 program as efficiently as possible. All certified families
must be clearly eligible; however, in issuing certificates, the PHA may
give priority to special groups.

5.3.1 Methods of Certification

All PHAs sampled responded that they help potential recipi-
ents complete an application, The PHAs consider the forms too com-
plex, considering the educational level of most applicants., In taking the
applications, the PHA can provide orientation of potential recipients to
the program. It takes the average applicant roughly 30 minutes to com-
plete the application with the PHA's help,

5,3.1.1 Preapplications

PHASs have an option to use a preapplication process, Preap-
plications are a short form of the application and are used to screen out
families 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 among PHAs, 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 the potential recipient significantly
less time to complete than the 1/2 hour required for the full application.
PHASs reported a range of from 2 to 30 minutes needed to complete the
preapplications. The average time reported is approximately 9 minutes
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for each applicant. About 40 percent of the PHAs process the preappli-
cation while the potential recipient waits.

5.3.1,2 Verification

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

Of the applications received, an average of 6 percent are de-
termined to be ineligible without verification of the information; less
than 5 percent are determined ineligible when the preapplication is used.
The percentage screened out before verification varied by site location,
with PHAs in Metros rejecting 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 PHAs require documentation to certify the eligi-
bility of applicants, Ninety-two percent of the PHAs surveyed report
that third party verification is normally required.

5¢3.1.3 Extensions

Once certified, the potential recipient must locate, or identi-
fy, a suitable dwelling unit within 2 months of verification., Unfortunately,
22 percent of certified households do not find acceptable Section 8 units
within 2 months. As a result, PHAs often exercise their option to extend
the time 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 important because PHAs cannot
have more active certified families than units allocated by the ACC,
Thus, by extending certificates a PHA might be denying certificates to
potential recipients who would be more successful and more diligent in
looking for an acceptable unit. About 15 percent of PHAs, assuming
that some certified families will not find units, at times issue more
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certificates than they have units, Although this practice is clearly
against HUD guidelines, the approach has merit and should be reviewed,

5.3.2 Certification Performance

Certification performance is measured by how efficiently
PHAs enroll eligible participants into the program. The average PHA
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 community
residents,

Table 5-9

PHA Priorities in Issuing Certificates to Special Groups in Sector C

SPECIAL GROUPS PERCENT OTZI;?’EE'FAESG%IXS:E PRIORITY
1. Elderty households 56
2. Present community residents 55
3. Other groups 54
4. Very low income households, beyond requirements 43
5. Low income households 43
6. Minority households 37
7. Government displaced househotds 36
8. Three or more bedroom households 35
9. Households “expect to reside’”” within 3 years 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 will certify, The percentage ceiling ranged
from 30 to 50 percent, with an average of 34 percent,

Some agencies draw effectively from the public housing wait-
ing list. Approximately 7 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 measures.

Table 5-10

Certification Activity in Sector C

PHA LOCATION

STATISTIC METRO NON-METRO All Locations
Applications per preapplication, {for
agencies using preapplication) 7 .50 .66
Certificates issued per application by
use of preapplication .50 .75 .62

YES .52 .88 .68

NO A9 .66 57
Applications per unit leased 4.4 35 40
Certifications per unit leased 1.9 24 21
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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 other areas. Overall, 62 percent of complete applica-
tions result in certification.,

Other 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 than two certi-
fications per unit leased is the current average. Because there is a time
lag between certification (or application) and lease-up for any recipient,
these statistics decline with time,

5.3.3 Costs of Performing the Certification Function

Table 5-11 displays the costs associated with preliminary
certification efforts for various subpopulations of PHAs. These reported
costs correspond to agencies at various stages of program development;
costs at ''steady state'' may vary systematically,
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Table 5-11

Costs of Preliminary Certification in Sector C

PRELIMINARY
COSTS PER OCCUPIED UNIT
FACTOR/SUBPOPULATION Dir. Total
Pers. Hrs. Direct Cost ($)
PHA LOCATION .
Metro 1.3 41.74
Non-Metro 16 26.85
SIZE OF PHA JURISDICTION poputation
<5h0K 9.0 37.07
50K-100K 55 33.17
100K-500K 7.3 33.04
>500K 1.0 38.30
PROGRAM SCALE ACC size in units:
0-70 10.8 42.34
71-130 4.7 22.67
131-399 8.1 44.11
400-999 10.3 53.24
Over 999 6.0 32.56
LEVEL OF RELATED ACTIVITY currently administer other programs
YES 8.7 39.80
NO 5.1 25.86
SECTION 8 EXPERIENCE Months since ACC
0-3 - -
49 18 30.33
10-12 15 40.84
>12 5.6 36.77
PROGRAM STATUS % leased of ACC
<40% 1.8 46.51
41-65% 6.9 33.32
66-30% 5.6 33.88
>30% 3.9 21.69
AVERAGE 14 35.03
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On the average, 7.4 hours of direct personnel time per unit
are required for certification. Considering wages and material (e.g.,
forms, paper) costs, the certification component of total direct cost is
$35 per leased unit.

Unlike outreach, there is no significant distinction in direct
personnel hours according to PHA location (Metro versus non-Metro) in
the certification function. Surprisingly, hours per unit for Metro PHAs
in the sample were slightly (the figure is not statistically significant)
less than average, while total direct costs were significantly higher ($42
versus $27 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
program experience and lease-up status, but in certification the trend is
less dramatic than in outreach, For certification, the actual expendi-
tures are incurred more gradually as the program achieves steady-state
lease-up.

Table 5-12 indicates the ongoing costs of certification to
maintain units that have already been leased. This effort includes the
certification of new families for vacated units and the annual recertifica-
tion of families in occupied units, The reported costs correspond to

agencies at various stages of program development; costs after the first

year of operation may vary systematically,



Table 5-12

Costs of Ongoing Certification in Sector C

ONGOING COSTS PER YEAR
FOB OCCUPIED UNITS

FACTOR/SUBPOPULATIDN Dir. Total
Pers. Hrs. Direct Cost ($)
PHA LOCATION .
Metro 1.0 6.24
Non-Metro 3.7 13.32
SIZE OF PHA JURISDICTION population
< b0K 44 15.00
50K-100K 04 0.60
100K-500K 1.6 10.20
>500K 0.7 5.28
PROGRAM SCALE ACC size in units:
0-70 4.2 13.54
71-130 23 12.12
131-399 3 1.22
400-989 B:] 6.11
Over 999 20 6.39
LEVEL OF RELATED ACTIVITY currently administer other programs
YES 1.7 8.40
NO 32 1044
SECTION 8 EXPERIENCE Months since ACC
0-3 — —
49 32 11.52
10-12 0.6 4.20
>12 29 12.48
PROGRAM STATUS % leased of ACC
<40% 24 9.36
41-65% 3.1 ' 1.92
66-90% 0.7 7.56
>30% 20 10.44
AVERAGE 22 9.48

Roughly 2, 2 hours are required per leased unit per year,
corresponding to about $9.48 per unit in direct costs, Agencies in oper-
ation more than a year must recertify substantial numbers of partici-

pants enrolled the prior year,

$12, 48 per unit,
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As observed in the outreach function analysis, the sampled
sites that are currently administering other programs have incurred
higher or nearly equal costs for the preliminary effort and lower costs
for the ongoing effort than sites administering only Section 8.

5.3.4 Relative Efficiency of Certification Procedures

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

Table 5-13 displays the certification direct cost per certifi-

cate issued for subpopulations by use of the preapplication process. The
reported costs average 3.6 hours, or $18, per certification.
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Table 5-13

Relative Efficiency of Preapplication Process
for Certification Function

CERTIFICATION (HOURS) AND COST PER CERTIFICATE
BY METHOD OF CERTIFICATION

FACTOR
Use Do Not Use Sector C
Preapp. Preapp.
PHA LOCATION
Metro (4.3) $21 {3.3) $23 {3.7) $22
Non-Metro 23)$ 9 {4.3) $16 {3.5) $13
ACC SIZE
0-70 (4.5) $30 (4.9) $20 (49)  $22
71-130 (25) $ 9 ~ {(3.0) $18 (2.8) $14
131-398 (3.8) $18 (3.6) $24 (3.9 $21
400-999 (5.0) $22 (2.1) $16 {4.3) $21
Over 999 (4.4) $29 (17) $7 (2.6) $15
NUMBER MONTHS SINCE ACC
0-3 - — —
49 (2.4) $10 (4.9) $21 (3.6) $15
10-12 {(4.5) $20 (3.1) $22 (3.8) $21
Over 12 {6.1) $45 (2.3) $14 (3.2) $21
ALL PHAs (3.4) $16 (3.8) $19 (3.6) $18
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Generally, a preapplication process is more efficient for lo-
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
certification are lower for agencies that use preapplications. On the
other hand, the very large 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 aim to:

. simplify forms and procedures;

. develop better screening procedures; and

0 provide more guidelines on certification require-
ments.

Eleven of the 30 agencies interviewed recommend simplifica-
. tion of certification forms and procedures. The agencies feel that the
complexity of the existing forms causes excessive effort on their part to
help potential recipients apply for assistance., All agencies indicated
that they help applicants complete the forms.

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

. fine-tuning of outreach to attract only those house-
holds that are likely to be eligible; and

. preliminary evaluation of applicants before the
complete application is taken,

The data do not indicate whether 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
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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 all possible conditions cannot be represented
in guidelines, the PHAs should obtain rapid feedback and verification of
eligibility from the HUD area office.

5,4 The Client Services Function

Client services, the most flexible function, is also the func-
tion most diverse in requirements. For both the intake and maintenance
of program units, it involves extensive services both to landlords and to
recipients,

5.4.1 Recipient Services

Table 5-14 displays the range of services provided by PHAs
to program recipients, including:

. explaining the program;

. finding units;

. negotiating contract rents; and
. providing other services,
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Table 5-14

Client Services Provided by PHAs to Recipients in Sector C

PERCENT OF PHA AVERAGE PERCENT OF
PRO\.II-IDING $ CERTIFICATE HOLDERS
SERVICE RECEIVING SERVICE
SERVICE IN PHAs PROVIDING
{N=30) SERVICE
INFORMATION
Formal briefings for certificate holders 84 100
Distribute certificate holders packet 89 100
Information explaining program to landiords 73 *
FINDING UNITS
Provide additional service to help certify units 81 100
Provide list of available units and landlords 66 100
Referral to a specific unit 100 17
Help certificate holder look for units: 60 42
Eiderly 54 *
Handicapped/disabled 59 *
Single parents with children 52 *
Families without transportation 52 *
Other groups 48 *
NEGOTIATION
Staff negotiates contract rent with landlord 92 44
OTHERS
Arbitration in tenant-landlord disputes 77 *
Referral services for other problems 92 *
Review contracts 100 100
Review leases 100 100
Handle inquiries/complaints 100 *
* Data not collected.
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5.4,1.1 Information Services

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

. general program information (100 percent);

. how to find a suitable unit (100 percent);

. housing standards used in Section 8 (100 percent);

. determining what a unit will cost (75 percent);

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

. fair housing laws and equal opportunity support (94
percent).

The average briefing takes about 55 minutes.

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

0.4.1.2 Finding Units

The most difficult aspect of the program for potential recipi-
ents is usually finding a suitable unit to occupy., Twenty-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 small percent of certificates extended result in
certificate holders finding units.

For some groups, finding a unit is more difficult than 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 more severe than these percentages indicate. Many of the house-~
holds that do find units are currently in acceptable units and do not need

71



to search, Therefore, the percent of elderly, handicapped, or disabled
households which moved and did not find units within the first 2 months
is larger than the above percentages indicate,

Families needing three or more bedrooms are the least suc-
cessful in finding units, with 52 percent unable to locate an 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.,

5.4.1.3 Negotiation

The vast majority of PHAs help negotiate the contract rent
with the landlord., Forty-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 alienates landiords. The impression of many
agencies is that the FMRs are too low anyway, especially for large bed-
room units,

Figure 5-2 indicates the rent levels attained for Section 8 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-bedroom units
occupied. However, a substantial proportion of large units were rented
above FMR,
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Figure 5-2: Rent Levels of Section 8 Occupied Units
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These trends reveal the difficulty in leasing up allocations for
large bedroom units. Of the units with four or more bedrooms, only 9
percent were rented below FMR, and as much as 36 percent of the units
occupied were rented above the FMR.

5,4.,1.4 Liandiord Services

Table 5-15 displays the range of services provided by PHAs
for landlords, The majority of PHAs 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 Provided by PHAs to Landlords in Sector C

PERCENT OF PHAs PERFORMING SERVICE
SERVICE (N=30)
Provide formal briefing to landlords 56
Pravide information packet 69
Screening of tenants based on landlord criteria 60
Preinspection of units 92
Financial assistance for repairs 7
Other services 20
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Sixty percent of PHAs screen potential tenants on landlord
criteria in some cases. The vast majority of PHAs also help landlords
find new tenants for vacated Section 8 units.

Some 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 8 housing requirements,

PHAs have the responsibility of handling eviction requests by
landlords. Although most PHAs reported no eviction requests, the num-
ber reported ranged from zero to 40. Most evictions requested were
allowed by the PHAs under Section 8 regulations.

0.4.2 Costs of Performing the Client Services Function

Table 5-16 displays the costs associated with preliminary cli-
ent services for various subpopulations of PHAs. These are costs of
agencies at various stages of program development; costs at ''steady
state'' may vary systematically.
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Table 5-16

Costs of Preliminary Client Services in Sector C

PRELIMINARY COSTS PER
OCCUPIED UNIT
Dir. Total
Pers.-Hrs. Direct Cost ($)
PHA LOCATION
Metro 6.4 38
Non-Metro 13.5 48
SIZE OF PHA JURISDICTION population :
< 50K 124 46
50K-100K 8.2 40
100K-500K 8.3 39
>500K 5.0 41
PROGRAM SCALE ACC size in units:
0-70 " 16.3 58
71130 7.3 31
131-399 7.0 38
400-999 11.3 72
Over 999 42 21
LEVEL OF RELATED ACTIVITY currently administer other
programs
YES 8.7 41
ND 11.5 45
SECTION 8 EXPERIENCE months since ACC
0-3 - -
4.9 123 45
10-12 1.7 44
>12 3.5 23
PROGRAM STATUS % leased of ACC
<40% 131 57
41-65% 12.9 51
£6-90% 45 26
>90% 41 23
ALL PHAs 9.6 42
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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 the client services function.,

The cost estimates for client services are susceptible to
sources of error beyond estimates 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 estimate of personnel hours for client services may be inaccurately
reported as total staff time 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
PHAs administering only the Section 8 program. That is, PHAs 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
($3.56).

Table 5-17 displays the ongoing costs for client services per
unit annually. These costs correspond to agencies at various stages of
program development; after the first year of operation, costs may vary
systematically,



Table 5-17

Costs of Ongoing Client Services in Sector C

ANNUAL ONGOING COSTS
PER DCCUPIED UNIT

FACTOR
Dir. Total
Pers, Hrs. Direct Cost {$)

PHA LOCATION

Metro 2.9 20

Non-Metro 9.1 30
SIZE OF PHA JURISDICTION population

< 50K 103 26

50K-100K 30 28

100K-500K 25 16

>500K 3.6 Zi
PROGRAM SCALE ACC size in units:

0-70 14.3 47

71-130 3.2 15

131-399 28 17

400-999 15 12

Over 999 45 24
LEVEL OF RELATED ACTIVITY currently administer other

programs

YES 2.8 14

NO 11.3 43
SECTION 8 EXPERIENCE months since ACC

0-3 - -

49 84 27

10-12 24 13

>12 47 35
PROGRAM STATUS % {eased of ACC

< 40% 3.1 13

4165% 10.8 29

66-30% 36 28

>90% 28 19
ALL PHAs 5.8 23




On the average, 5.8 hours of personnel time are required to
maintain an occupied unit for a year, corresponding to $23 in total direct
costs. Costs ($14 per unit) for agencies currently administering other
programs were significantly lower than costs ($43 per unit) for agencies
administering only Section 8.

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 and landlords participate in the program.

For recipient services, many PHAs feel that increase in the
FMRs would be a great help, With higher FMRs, the PHAs could spend
less time negotiating contract rents and helping certificate holders find
units. Certificate holders could perform more of these functions with
less help from the PHA.

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.

9.0 The Inspection Function

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 8 housing standards or approved variations in the
acceptability criteria.

5.9,1 I_nsgectors

PHAs have the responsibility for ensuring the condition of
units; however, the actual inspection may be performed by the PHA staff,
local inspectors not on the staff, or a combination of both., In most
cases, PHA staff inspect the units. Sampled PHASs not in Metro locations
all reported that the staff performed inspections, Of sampled PHASs in
Metro locations, 60 percent use PHA staff only, 33 percent use local in-
spectors only, and 7 percent use a combination of both,

79



Most agencies have either one or two inspectors; one agency
reported as many as seven inspectors. About half of the PHAs 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 inspectors was reported.

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

5.9.2 Inspection Standards

Most agencies use HUD acceptability criteria without modifi-
cations, buti about one-fourth use HUD standards with additional criteria,
About a third of the sampled PHAs use a local (municipality or county)
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 imposed by some other governing body.

No PHAs reported that Section 8 standards were adopted for
other uses by communities in their jurisdictions. The HUD housing qual-
ity standards generally do not meet local 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 jurisdictional area, reported an average of 2 hours for
travel time per unit. The non-Metro sites reported an average of 46
minutes for travel time, versus 31 minutes 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
little staff time is required.

When units are failed, the PHAs are generally flexible and
arrive at a mutually agreeable repair deadline with the landlord. PHAs
reported in practice a repair interval usually no longer than a month,
though 10 percent allow just one week for repairs. Most PHAs estimate
an average cost of necessary repairs to the landlords of less than $200.
For 35 percent of failed units, landlords refuse to make repairs.

PHASs usually have to reinspect a unit once or twice (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 times. 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 Inspection Performance

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

Table 5-18 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. Inadequate bathroom
facilities and pest problems were frequent reasons for failure at non-
Metro sites, but infrequent reasons at Metro sites.
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Table 5-18

Why Units Never Accepted Fail Inspection—Sampled PHAs

PERCENT OF FAILURE CAUSES
REASON FOR FAILURE
Metro Non-Metro Ail PHAs
Heating/Cooling Problems 9 2 7
Electrical Problems 16 4 10
Plumbing Problems 14 3 9
inadequate Appliances 1 0 1
Inadequate Bathroom Facilities 6 35 18
Inadequate Fire and Safety Features 20 0 12
Pest Problems 1 17 7
General Interior Maintenance Problems 17 25 20
General Exterior Maintenance Problems 11 12 12
Other Reasons 5 2 4
(N=30) 100 100 100

5.5.5 Inspection Activity

Table 5-19 displays the level of inspection activity for the
sampled PHAs, On the average, 1,7 inspections (initial and reinspect)
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Table 5-19

Inspection Activity in Sector C

PHA TYPE INSPECTIONS PER UNIT LEASED

PHA Location

Metro 1.58

Non-Metro 1.94
Type of Inspectors

PHA Staff 1.68

Local Inspectors 2.08

Combination 147

Currently Administering Other Housing Program{s)

Yes 1.69
No 1.85
ALL PHAs 1.74

Table 5-19 indicates that more inspections were required in
PHAs that used local inspectors than at PHAs performing their own in-
spections. Analysis reveals that the variance 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 local
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 PHA staff to perform
inspections.) PHA staff inspectors may have been more lenient in in-
spection standards.
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J.9. 6 Reinspections

Because most PHAs are at a relatively early stage of pro-
gram development, limited data are available on periodic reinspec-
tions, Most (71 percent) PHAs reinspect occupied units annually for
compliance, Half the agencies perform only a spot check, and half per-
form complete inspections. Twenty-one percent reported that the rein-
spection interval is 3 months, and one agency sampled regularly rein-
spects units twice a year,

5.5.7 Costs of Performing the Inspection Function

Table 5-20 displays the costs associated with preliminary in-
spection efforts for various subpopulations of PHAs. These represent
costs corresponding to agencies at various stages of program develop-
ment; costs at '"'steady state' may vary systematically.
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Table 5-20

Costs of Preliminary Inspection Function in Sector C

PRELIMINARY COSTS PER
FACTOR/SUBPOPULATION OCCUPIED UNIT
Oir. Total
Pers. Hrs. Direct Cost ($)

PHA LOCATION

Metro 2.8 22

Non-Metro 40 18
SIZE OF PHA JURISDICTION population

<50K 39 20

50K-100K 2.9 17

100K-500K 29 22

>500K 34 27
PROGRAM SCALE ACC size in units

0-70 4.9 24.21

71-130 2.3 11.88

131-399 35 25.75

400-999 3.7 36.44

Over 999 23 20.62
LEVEL OF RELATED ACTIVITY currently administer other

programs

YES 35 23

NO 2.9 15
SECTION 8 EXPERIENCE months since ACC

03 - -

4.9 338 18

10-12 2.7 23

>12 29 22
PROGRAM STATUS % leased of ACC

<40% 49 28

41-65% 34 20

66-90% 2.5 18

>90% 1.7 1"
ALL PHAs 3.3 20.24
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On the average, 3.3 direct personnel hours are expended per
unit leased for inspections, Considering wages and other direct costs,
such as travel expense to visit units, the inspection component 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 (2.8
hours per unit), In contrast, the reported direct cost per unit is slightly
more for Metro agencies, due partly to higher salaries in the urban
areas,

Table 5-21 displays the ongoing inspection costs reported by
PHAs., These represent costs corresponding to agencies at various
stages of program development; costs after the first year of operation
may vary systematically,
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Table 5-21

Costs of Ongoing Inspection Function in Sector C

ANNUAL ONGOING COSTS

PER OCCUPIED UNIT
FACTOR/POPULATION
Dir. Total
Pers. Hrs. Direct Cost ($)

PHA LOCATION

Metro 1.0 1

Non-Metro 1.7 8
SIZE OF PHA JURISDICTION population

<50K 1.9 9

50K-100K 5 3

100K-500K 1.6 9

>500K 8 7
PROGRAM SCALE ACCsize in units:

0-70 2.3 11

71-130 11 7

131-398 1.0 4

400-999 6 5

Over 939 1.8 n
LEVEL OF RELATED ACTIVITY currently administer other

programs

YES 1.0 6

NO 1.9 9
SECTION 8 EXPERIENCE months since ACC

0-3 — —

49 1.4 7

10-12 N 4

>12 2.8 19
PROGRAM STATUS % leased of ACC

<40% 7 4

41-65% 1.8 8

66-90% 1.1 7

>90% 1.6 10
ALL PHAs 1.3 7
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Ongoing inspection costs include the effort to inspect units to
fill vacancies (steady state) and the periodic reinspection of occupied
units. Roughly 1.3 hours are required annually per leased unit, which
corresponds to $7 per unit in direct costs. To reflect costs for mature
agencies, the higher costs should be used for agencies in operation more
than one year. For these agencies, 2,8 hours are required annually
per leased unit, which corresponds to $19 per unit in direct costs.

9.5,8 Relative Efficiency of Inspection Procedures

Table 5-22 displays the cost per inspection by type of inspec-
tor, Overall, inspections take 2,2 hours, with a total direct cost of $15
per inspection.

Table 5-22

Relative Efficiency of Inspection Methods in Sector C

COST PER INSPECTION BY TYPE OF INSPECTORS
EACTOR PHA Staff Local Inspectors Combination Total
{Hrs.) ($) (Hrs.) ($) (Hrs.) ($) {Hrs.) ($)
PHA LOCATION
Metro 2.8 22 9 1 19 12 2.1 20
Non-Metro 2.3 10 - - - - 2.3 10
ALL SIZE
0-70 2.8 15 - - - - 2.8 15
71130 1.7 9 0.2 2 - — 1.4 7
131-399 34 23 1.7 22 1.8 10 2.8 21
400-999 5.5 49 1.9 24 - - 3.6 36
Over 999 1.9 16 0 4 24 23 1.7 15
ALL PHAs 25 16 9 1 1.9 12 2.2 15
NUMBER
MONTHS
SINCE ACC
0-3 _ - - - - - - _
49 2.3 11 - - 18 10 2.3 1
1012 3.1 24 0.9 1 - - 2.1 18
Over 12 2.6 20 0 4 24 23 25 19
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Uniformly in the sites sampled, the use of local inspectors to
perform inspection was more economical than the use of PHA staff to
perform inspections. Generally the costs were higher in the larger
PHAs, and the use of local inspectors appeared increasingly desirable,

9.5.9 Conclusion

The analysis of the inspection function has revealed impor-
tant distinctions between PHAs at Metro locations versus non-Metro lo-
cations, In this factor, differences are reported for costs, methods,
inspectors, standards, and reasons for failed inspections,

Many PHAs would prefer more flexible housing standards,
Although they 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 than using PHA staff when feasible, The use of local

inspectors should be encouraged,

5.6 The Payments Function

The payments function encompasses the monthly payments
made by PHAs 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 payments,

Payments for occupied units range from $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 payments themselves.

5.6.1 Methods of Payments

PHAs perform the routine payments function in a variety of

ways:
. separate or combined payments to landlords;
. automated or manual system of payments; and
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° for automated systems, processing of payments
by PHA staff or by another agency,

5.6,1.1 Combined Payments

At many sites, some recipients occupy units managed by a
common landlord. In such cases, PHAs may combine assistance
amounts associated with two or more recipients to the common land-
lord,

Seventy-~five percent of the PHAs sampled make combined
payments, 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 payments.

5.6.1.2  Automation of Payments Function

In larger agencies with significant numbers of occupied units,
manual processing of payments becomes unmanageable, and PHAs may
opt for an automated system of payments.

Thirty percent of the PHAs sampled use an automated pay-
ments function, Automation is, of course, more prevalent in the larger

and more experienced PHAs,

5.6.,1,3 EDP Facilities

For agencies requiring an automated system, it may or may
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.

9. 6.2 Level of Payment Activity

PHASs are required to make payments monthly for Section 8
occupied units, Because some payments are combined for common
landlords, the actual number of payments made may differ from the
number of leased unit~months.

Table 5-23 displays the observed number of payments per

occupied unit-month by various characteristics. An average of 63
payments are made for every 100 units per month. Agencies that
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combine payments made slightly more than half as many payments per
unit as agencies that do not combine payments,

Table 5-23

Payments Function Activity of PHAs in Sector C

FACTOR

NUMBER OF PAYMENTS
FOR EVERY HUNDRED
UNITS PER MONTH

PERCENT OF PHAs
IN CATEGORIES

COMBINED PAYMENTS for recipients
with common landiord

YES 54 75

NO 100 25
AUTOMATED SYSTEM of payments

YES 71 30

NO 60 70
WHO PERFORMS AUTOMATED PAYMENTS

CONTRACTED 96 22

PHA 84 12

OTHER AGENCY 58 66
ALL PHAs 63 100
(N=30)
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2. 6,3 Costs of Performing Payments Function

Table 5-24 displays the administrative costs of making pay-
ments for various subpopulations of PHAs, On the average, 36 minutes
are required per occupied unit per month. Considering other direct
costs, such as computer costs for automated payments systems, 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 Function in Sector C

ONGOING COSTS PER
OCCUPIED UNIT PER MONTH
FACTOR/SUBFOPULATION Dir. Tot!

Pers. Hrs. Direct Cost {§

PHA LOCATION

Metro A4 2.64
Non-Metro 17 2.73
SIZE OF PHA JURISDICTION population
< 50K .84 3.26
50K-100K 47 263
100K-500K 40 201
>500K AB 223
PROGRAM SCALE ACC size in units:
0-70 .83 292
71130 .56 249
131-399 .56 3.35
400-399 .18 1.25
Over 999 .37 1.77

LEVEL OF RELATED ACTIVITY currently administer other
programs

YES .62 3.03
NO .53 2.01
SECTION 8 EXPERIENCE months since ACC
03 - -
49 14 2.76
10-12 ' 45 2n
>12 .35 2.01
PROGRAM STATUS % leased of ACC
< 40% T 2.08
41-65% .67 141
66-80% A4 1.89
>80% A4 107
ALL PHAs .53 2.8
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Direct payment hours for Metro PHAS 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 PHA size and location. Agen-
cies not using a manual system of payments require much less personnel
time for the payments function,

5.6.4 Relative Efficiency of Payments 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

HOURS DIRECT COST
METHOD PER UNIT PER UNIT
PER MONTH PER MONTH
COMBINED PAYMENTS
recipients with common landlord
YES 52 2.65
NO .87 2.82
AUTOMATED SYSTEM of payments
YES .58 2.66
NO .60 213
WHO PERFORMS AUTOMATED
PAYMENTS
Contracted 1.32 436
PHA .26 1.31
Other Agency A1 245
ALL METHODS .59 2.68
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Automated systems do not reduce the amrr.ount of staff time re-
quired for payments., The direct cost figures may not include a proper

allocation of data processing costs for PHAs that perform their own pro-
cessing,

5,6,5 Conclusions

The analysis of the payments function has revealed that the
methods and costs of making payments are strongly related to the scale
of operations. No conclusions are supported on bes' methods of pay-
ments for equivalent agencies; however, an automa:ed system o3 pay-
ments may be the only manageable alternative for large agencies,

5.7 Summ ary

: TIITT A

The analysis of PHA functions shows that each agency has its
own combination of methods to administer the Section 8 prograr.
Though particular methods were judged superior to others for some
functions, the ideal procedures depend on factors such as agency loca-
tion, size, experience, geography, and characteristics of the eligible
population. Each agency had a unique combination of these attributes
and a unique experience with the program.,

Table 5-26 summarizes the direct hours and direct costs by
function. The preliminary hours and costs are expiressed per occupied
unit and the ongoing hours and costs are expressed per unit-mornth,
(Note: The total costs of the preliminary activities discussed in this
section use the direct costs above as a base on to waich are added indi-
rect costs,)
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Table 5-26

Summary of Direct Hours and Costs®

(Sector C Averages)
PRELIMINARY ONGOING
PER OCCUPIED UNIT PER UNIT-MONTH
FUNCTION
Dir. Total Dir. Total
Pers. Hrs. Direct Cost Pers. Hrs. Direct Cost

Outreach 6.5 $ 33.51 .26 $1.33
Certification 7.4 35.03 .18 79
Client Services 9.6 42.32 A48 1.92
Inspection 3.3 20.24 11 .61
Payments - — .59 2.68
Total 26.8 131.10 1.62 1.33

* |ndirect costs not included; see Sections 6 and 7 for tota! costs.

5.7.1 Preliminary Functions

The PHAs currently enroll roughly 7 percent of eligible fami-
This enrollment is accomplished through the
preliminary functions of outreach, certification, client services, and in-

lies in the jurisdictions,

spection.

Table 5-26 indicates that the largest component of preliminary

direct cost is attributed to client services; however, this comparison
must be qualified, Client services are more flexible in requirements
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and difficult to identify. Many agencies justifying resources spent 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 services,

Certification and outreach functions each contribute about
one-fourth of total preliminary direct costs, While the certification
process is fairly routine, the cost of outreach and the range of techni-
ques employed were highly variable, The remaining function, iaspec-
tion, comprised 15 percent of preliminary costs.

Preliminary cost per unit leased decreases as the agency ap-
proaches steady-state lease-up. As each agency progresses towards
steady-state lease-up, the distribution of costs by function shifts. Less
emphasis is placed on outreach since those expenses are usually in-
curred at the earliest stage of program development.

09.7.2 Ongoing Functions

Most of the PHAs sampled did not have enough experience
maintaining the program to record meaningful estimates of ongoing
costs. Omngoing costs for agencies with less than one year of experience
in the program were a relatively small portion of total costs,

Table 5-26 illustrates the distribution of ongoing direct hours
and costs at the time of data collection, These direct expenditures are
somewhat less than what may be observed for the same agencies after
one year, when a larger percent of units are leased,

As expected, the payments function comprises 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 than a year of program experi-
ence have not yet performed these functions.
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6. ANALYSIS OF PRELIMINARY FEE

The PHAs are Iunded for administering the Section 8 Existing
liousing Program through two fec mechanisms: a preliminary fee to cover
the initial program startup and an administrative fee to cover the ongoing
activities. HUD has defined the preliminary, 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 intake process includes the following func-
tions: publicizing the program to lower-income
families and to owners, property managers, and
real estate brokers; receiving and screening ap-
plications; certifying income; providing program
and market information 1o participants; review-
ing requesis for lease approval; conducting in-
spection of units; and negotiating contracts with
owners. Administrative overhead costs, includ-
ing equipment, supplies, executive salaries,
etc., are included in these costs...These one-
time costs take into account those families who
inquire or apply for the program, but who never
receive housing payments because they do not
find acceptable housing, decide not to join the
program, or are ineligible.

This section presents the status of the 'measured'' preliminary
costs incurred per unit leased compared to the granted preliminary fee per
unit. The costs were measured through the following process:

estimation by PHA staff of the labor time expended by
function for preliminary, administrative (maintenance),
and general activities;

measurement of the salary cost, based upon the time
estimates and salary information provided by the PHAs;

identification to the extent feasible of nonpersonnel costs

directly attributable to a specific function and to prelimi-
nary or administrative activities;
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. identification of employee fringe benefit costs and other
indirect costs;

. allocation of employee fringe benefits costs to each pre-
liminary and administrative function to determine the
total direct cost of the function; and

o allocation of other indirect costs and the personnel cost
for general activities to preliminary and administrative
activities.

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

In this section ithe measured preliminary costs per unit leased and

the difference between those costs and the granted preliminary fee per unit
are analyzed by pertinent site characteristics, such as Metro, population,
number of units under ACC, number of months since ACC execution, and
percent of lease-up. Finally, the current preliminary fee structure is eval-
uated as to its simplicity, continuity, incentives, dynamics, equitableness,
accountability, and implementation cost.

6.1 Status

The preliminary fee per unit granted by the HUD area office, the
measured preliminary cost per unit leased, and the difference between them
are presented in Table 6-1. The preliminary fee per unit granted to the 30
PHAs sampled ranged from a low of $70 to a high of $609. The average fee
per unit granted to the 30 PHAs 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 6-1

Status of Preliminary Fee and Cost per Unit

FEE

COST INCURRED

GRANT OVER (UNDER)

DIFFERENCES AS
SITE GRA;;I)TED PER UNI(';)LEASED mcun?:)n COST PERCENT OF GRANTED
1 218 134 84 39
2 245 143 96 39
3 212 62 150 7
4 160 156 4 3
5 250 122 128 51
6 205 239 (34) (17)
7 200 223 (23) (12)
8 206 357 (151) (713)
9 275 282 (7) (3)
10 275 278 (3) (1)
1 275 256 19 7
12 175 255 (80) (46)
13 70 124 (54) (17)
14 116 95 21 18
15 235 148 87 37
16 184 123 61 33
17 275 452 (177) (64)
18 609 205 404 66
19 416 388 28 7
20 469 382 87 19
21 337 364 (27) 8)
2 585 708 (123) (21)
23 365 383 (18) (5)
24 275 616 (381) (124)
25 275 542 (267) (97)
26 275 261 14 5
27 275 282 {7) (3)
28 275 155 120 a4
29 153 181 (28) (18)
30 107 130 (23) (21)
Average 266 268 {2) (1)
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The average measured preliminary costs incurred per unit leased
are not substantially different from the fee granted. For the 30 PHAs sam-
pled, the average measured preliminary cost per unit leased was $268, or
$2 more than the average fee granted. Wide variations were evident among
PHAs however. The measured preliminary cost incurred ranged from a
low of $62 to a high of $708, and the difference between the fee and the cost
ranged from a low of the cost $404 below the fee to a high of the cost $341
over the fee,

Based on the 30 PHAs sampled, the projected average preliminary
cost per unit leased in Section 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 program 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 Contributions
Contract. These distributions are summarized in Table 6-2,

Table 6-2

Distribution of Section 8 Program Maturity in Sector C PHAs

PERCENT
FACTOR OF PHAs
PERCENT OF LEASE-UP
Under 40 28
4185 33
66-30 ‘ 21
Over 90 18
NUMBER OF MONTHS SINCE ACC
0-3 -
4-3 51
10-12 38
Over 12 _ 1

(N=30)
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The state of program development should have an impact on the
measured cumulative preliminary costs incurred per unit leased to date. The
ACC requires the PHAs to publicize the program in the community in order
to attract applicants. This outrcach effort may result in substantial expendi-
tures in the early stages of program development, but in the latter stages
the costs will be relatively modest. The costs in the latter stages of program
development will be minimal for one of two reasons: (1) the PHA continues
to receive applicants {rom a delayed response to the initial outreach effort
or (2) as the PHA approaches full lecase-up and tewer units are available for
rent, the outreach function is narrowed or is focused on specific segments

of the population.

A regression ol the estimated preliminary cost per unit leased
against the percent of lease-up indicates this gradual reduction in the cost per
unit leased as the percent of lease-up increases. lor the 30 PHAs sampled
and as projected lor Sector C, the measured cumulative preliminary cost per
unit leased decreased as the percent of lease-up increased.

6.2 Factors Affecting Preliminary Costs

The estimated preliminary cost per unit leased and the amount by
which the preliminary fee granted exceeded the cost incurred are summarized
in Table 6-3, for the following PHA characteristics:

. Metro/non-Metro;

. population;

ACC size (units);
number of months since ACC;
percent lease-up;

preliminary fee granted per unit; and

. years of housing experience.
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Table 6-3

Analysis of Measured Cumulative Preliminary Cost Per Unit

Leased by PHA Characteristics

in Sector C

AVERAGE PRELIMINARY

AVERAGE GRANT

: i COST INCURRED E
PHA CHARACTERISTIC PER UNIT LEASED ($) Elll\uigll}égfgg%g)
All PHAs 241 16
Type of Area
Metro 261 19
Non-Metro 216 12
Population
Under 50,000 233 28
50,000 to 100,000 228 50
100,000 to 508,000 21 {22)
Over 500,000 359 {25)
ACC Size
Under 70 216 (57)
7110 130 178 75
131 t0 399 264 8
400 to 999 410 (47)
Over 999 216 17
Number Months Since ACC
4109 223 12
10t0 12 271 30
Over 12 220 9)
Percent of Lease-Up
Under 40 32 (48)
41to 65 247 24
66 to 30 191 5
Over 80 163 116
Preliminary Fee Per Unit
Under 200 132 4
200 to 274 197 28
275 325 {50}
Over 275 366 119
Years of Housing Experience
Under 1 213 3
2t0 5 223 Gl
oio il 242 12
Over 10 244 5




The estimated preliminary cost per unit leased is higher for Metro
than for non-Metro, $261 versus $217, respectively, as projected for Sector
C. This may be explained 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 fulltime specialized staff (Table 4-3). An analysis of the aggregated
personnel cost for labor directly associated with a specific preliminary or
administrative function indicated higher costs for Metros. The aggregated
personnel cost (salary plus employee fringe benefits) was $6.14 for Metros
sampled, or 38-percent more than the non-Metro cost of $4.45. The indi-
rect costs incurred by the Metro PHAs sampled per direct labor hour was
measured as $6.74, or 52-percent higher than the non-Metro indirect cost
per direct labor hour of $4,42.

The organizational finding that the Metros are more likely to have
fulltime specialized staff may also contribute the higher measured cumula-
tive preliminary costs 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 fulltime specialized siaff, parttime Section 8 staff can reallocate their
time from one Section 8 function to another or from Section 8 to another pro-
gram. Thus, the Section 8 program will not have to absorb as much of the
cost of nonproductive time in a non-Metro as in the Metro, where the full-
time specialized staff is a cost of the Section 8 program regardless of the
level of productivity.

A definite relationship also appeared between the estimated pre-
liminary 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 especially strong, but
it is relatively high considering the general dispersion of the costs for the 30
PHAs. The negative correlation (i.e., that the cumulative unit cost decreases
as the percent of lease-up increases) has a confidence level of approximately
93 percent.

The measured preliminary cost per unit leased appears to be po-
sitively related to the granted preliminary fee per unit (i.e., the estimated
cost is higher for PHAs with higher fees). A regression of the measured
preliminary cost per unit 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 +.57 and 95-percent confidence (1) that the
correlation is positive and (2) that 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



SCRTTRARAM OF

2o T T3 Tag

4
i
|
1
H
|
»

712 +
- " L e e
1
- - I e e e
1
e BGT L+ - -
1
—_— PR S .
I
em v e X R
582 .
——— e A . [P
1
—— RS -
1
[N D & AN i ST, -
P {
SN bocto-n ittty ahaptmeteiiodutedotl -
a T
2. B S .
[N Y nS2 .
[es] I D .
1SN Z 1
RN « - U —_ -

;
§
H
|

i

'
i
i
'
i

bt i i e bt |

P A e e e e e e e e e e e e m e b m e b el e e m e g e —— b —— b ———

15 25 s 45

PRELIM FEE PER

02/711/77

FVALUATION OF SECTION 8 HOUSING ASSISTANCE PROGRAM

5n

1

et ol t et bt ot 2 d i 4 — Rt

B e e i e e T e U

55

WNIT LEASED - ACTyAL

0 19 Ao 90

et i S ln et ferhetd ittt et et R b Ly WPy SUSEPEpEY DU U S PRI

1

582

|
1
1
I
1
I
1
I °
I -
I
1
[
I
1
_—— b
i

L

- Bt Bt Bt Rt b by -
®

»

65 IASS a5
PERCENT LEASED OF ACC

9s

- T 452

~ 387

T - iz2
. =

257

[92

I
.
1
I
1
!
.
1
1
1
I
L3
I
1
I
1
. ~2

105 115

F iguré 6-1: Measured Cumulative Preliminary Cost per Unit Leased Versus Percent of Lease-up for Sampled PHAs
Il N s



Table 6-4

Regression Statistics of Preliminary Cost Incurred per Unit Leased Versus Percent of
. Lease-up for Sampled PHAs
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real meaning of the correlation may be that the PHAs 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 PHAs sampled evidenced no discernable trend. The projection for
Sector C indicated that the measured preliminary cost per unit leased de-
creased as the population increased until the population reached 500, 000.
For PHAs with over 500, 000 in population, the estimated preliminary cost
dramatically increased from an average of approximately $230 per unit to
approximately $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 means that the preliminary cost per unit
leased may be the same regardless of the jurisdiction population.

The preliminary cost per unit leased is lower for PHA s with 100
10 T49 units than for PHAs with fewer or more units. When compared o the
number of months since execution of the Annual Contributions Contract, the
average preliminary cost per unit leased is higher for agencies in the 10~
to 12-month category than for those of fewer or more months since ACC.
This lack of a relationship was substantiated by a regression, for the 30
PHAs sampled, of the estimated preliminary cost per unit leased against the
number of months since ACC. The regression yielded a correlation coeffi-

cient of 0.02, or no discernable correlation.

The measured preliminary cost per unit leased does not display
any discernable trend when compared to the number of years that PHA has
been involved with housing programs. The categorization of the average cost
by years of experience indicates that agencies in the 2- to 5-year category
have the highest average cost. A regression, for the 30 PHAs 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 PHA has
in housing programs. ’

The comparison of the average amount by which the granted pre-
liminary fee per unit exceeded the measured preliminary cost per unit leased
(Table 6-3) does not indicate any clear trends by groupings of PHAs with
similar characteristics. In some cases either the 30 PHAs sampled or the
projection for Sector C indicates a possible relationship, but the other fails
to show the same pattern. Without such a consistency, the possible trends
are not considered to exist.



. Regressions were performed of the amount by which the granied
fee per unit exceeded the measured cost per unit lease against (1) the number
of units under lease, (2) the percent of lease-up, and (3) the granted fee per
unit. 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-
dence level. The key statistics are summarized in Table 6-6.

Table 6-6
Regression Statisties of Preliminary Costs and Granted Fee for Sampled PHAs

CONFIDENCE

REGRESSION FOR 30 PHAs LEVEL THAT
' SAMPLED OF FEE OVER cg:;i';é;‘:}“ SLOPE SLOPE IS NOT
(UNDER) COST AGAINST EQUAL TO

ZERGO

Number of units under lease +.10 + .04 40
Percent of lease-up +.27 +143 85
Fee per unit +.25 + .28 76

-

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

I6. 3 Evaluation 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 80 percent of the PHAs reported
that they 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 PHA staff actually spends the same
amount of time per period for each of the ACC units, whether or not the units

Iare leased.

A truly accurate system for determining preliminary costs would
require time reporting by each employee of (1) the time spent to lease up
ACC units which have not already been leased up and (2) the 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-

lnary costs, coupled with the misunderstandings of the PHAs, indicates that
the current preliminary fee structure is not simple.
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If such a system were implemented, the PHA could readily discern
the status of the costs incurred versus the preliminary budget and anticipated
future costs to achieve full lease-up., The implementation of a revised sys-
tem to accumulate preliminary costs properly would require resource expen-
ditures not included in the current PHA preliminary fee budget.

The current preliminary fee structure encourages operational pro-
gram efficiencies needed by the PHAs to stay within the preliminary budget.
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7. ANALYSIS OF ADMINISTRATIVE FEE

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 administrative fee for
each unit month under HAP Contract equal to
8-1/2% 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 contractual 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 "measured' administra-
tive costs incurred per estimated leased-unit-month compared to the ad-
ministrative fee per unit-month. The cost measurement process was de-
scribed in Section 6, Analysis of Preliminary 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 Functions, plus
the indirect cost allocated to administrative activities.

Because the Section 8 program was not mature in the PHAs we
analyzed, we have little confidence in this method of cost analysis. Only
seven of the 30 PHAs sampled had been in the program more 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 program operations, the

- PHA will perform certain administrative functions
(such as payments to landlords) but will not neces -
sarily perform others (such as recertification and
reinspection).

. During the first 4 months of the second program
year, the PHA will perform recertification and re-
inspection for some recipients but not for others,
(e.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 "'proj-
ect' administrative costs for PHAs in the program longer than 1 year
(since ACC execution). For this projection, the actual lease-up rate by
guarter and certain reinspection data were utilized to estimate the proj-
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 adminis -
trative costs incurred per leased-unit-month to date, this section presents
an analysis of the projected administrative cost per leased-unit-month for
the seven PHAs with more than 1 year of program operations combined
with the measured cumulative administrative cost incurred per leased-
unit -month for the 23 PHAs with 1 year or less of program operations.
These costs are analyzed by 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.

7.1 Current Status of Measured Costs in the Sampled PHAs

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
sampled with an average measured administrative cost per leased-unit-
month of $13.16, or $2. 92 less than the grant. The administrative fee
ranged from a low of $15.00 to a high of $20.57 (Table 7-1), the estimated
cost per leased-unit-month ranged from $0.32 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 7-1

Status of Administrative Fee and Cost
per Leased-Unit-Month

ADMINISTRATIVE

GREATER OF 8.5% FEE OVER
SITE OF FMR OR $15.00 COST ($) INCURRED (UNDER) COST {$) DIFFERENCE AS
() PER INCURRED PERCENT OF FEE
LEASED-UNIT-MONTH
1 15.00 4.87 10.13 68
2 15.38 11.71 3.68 24
3 15.00 39.43 (24.43) (163)
4 15.00 14.03 97 6
5 15.38 9.86 5.52 36
6 15.00 41.88 {26.88) {179)
7 15.00 2.14 12.86 86
8 15.00 6.00 9.00 60
9 15.00 6.21 8.79 59
10 15.00 4.65 10.35 69
11 15.00 50.55 {35.55) {237)
12 15.00 18.30 {3.30) {22)
13 15.00 6.53 8.47 56
14 15.00 3.31 11.69 78
15 15.00 6.24 8.76 58
16 16.23 16.56 (.33) (2)
17 16.32 2.13 14.19 87
18 19.38 17.66 1.72 9
19 19.38 18.43 95 5
20 15.00 5,53 9.77 64
22 19.38 22.14 {2.76) {14)
23 15.30 267 1263 83
24 20.57 20.74 {17 (1)
25 1717 32 16.82 98
26 16.23 14.26 1.98 12
27 19.80 10.54 9.27 47
28 15.72 10.03 5.70 36
29 15.72 9.27 6.46 41
30 15.00 14.33 67 4
Average 16.08 13.16 2.92 18
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Without the minimum fee provision of $15. 00 per leased unit,
14 of the 30 PHAs would have had an administrative fee per unit of less
than $15, 00, The average fee would have been $14. 81, the lowest fee
would have been $9. 69, and the difference between the fee and estimated

cost would have ranged from an excess fee of $16, 85 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., The measured
average cost per leased-unit-month appears to be higher for non-Metros
than for Metros. However, the distinction is not statistically significant.
The measured average cost revealed no general patterns when segregated
by population, ACC units, number of months since ACC, percent of lease-
up, and number of years of PHA housing experience.
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Table 7-2

Analysis of Measured Cumulative Administrative Cost
per Leased-Unit-Month by PHA Characteristics

in Sector C
AVERAGE ADMINISTRATIVE COST AVERAGE FEE {$)
PHA CHARACTERISTIC ($) INCURRED PER LEASED-UNIT- | gvER (UNDER) INCURRED
MONTH

All PHAs 13.66 2.22
Type of Area

Metro 11.87 4,74

Non-Metro 15.86 (.86)
Population

Under 50,000 19.42 (3.83)

50,000 to 100,000 9.57 6.77

100,000 to 500,000 9.54 599

Over 500,000 14.36 241
ACC Size

0-70 17.67 (1.

71-130 13.63 2.05

131-399 11456 4.74

400-999 7.83 8.35

Over 999 14.11 1.44
Number of Months Since ACC

4t09 15.30 (.21)

10to 12 1043 6.27

Over 12 17.40 (.63)
Percent of Lease-up

Under 40 13.89 1.45

41 to 65 15.63 .18

66 to 90 10.50 5.17

Over 90 1347 3.69
Number of Years of Housing Experience

Under 1 18.97 (3.06)

2to b 26.17 (10.64)

6to 10 9.87 6.21

Over 10 7.99 7.78

Note: The cost incurred statistics are heavily weighted, with 23 of the 30 sampled PHAs in the program less than one
year. o
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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 sampled
PHAs are comparable to the Sector C findings; however, these statistics
can be analyzed without correction for the sample design effect.
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The estimated percent of FMR is summarized by PHA charac-
teristics in Table 7-4., For the 30 PHAs sampled, the average measured
administrative cost per leased-unit-month (313, 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 PHAs with measured administrative costs in excess of 8.5 percent
of FMR are the non-Metros. The non-Metros generally relate to a small
population, a small ACC size, and a PHA that has been operating a Sec-
tion 8 program for less than 10 months.
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Table 7-4

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

PHA CHARACTERISTIC PERCENTAGE

All PHAs 9.1
Type of Area

Metro 6.3

Non-Metro 12.6
Population

Under 50,000 145

50,000-100,000 55

100,000-500,000 58

Over 500,000 7.3
ACC Size

0-70 13.5

71-130 9.5

131-399 6.7

400-999 3.7

Over 999 8.3
Number of Months Since ACC

4-9 11.8

10-12 55

Over 12 8.0
Percent of Lease-Up

Under 40 9.6

41-65 1.8

66-90 6.4

Over 30 6.7
Number of Years of Housing Experience

Under 1 13.8-

25 . 212

6-10 5.2

Over 10 45

Note: The cost incurred statistics are heavily weighted, with 23 of the 30 sampfed PHAs in the program less than one
year.



7.3 Alternative Estimate of Projected Costs

As described above, the projected administrative cost per
leased -unit-month includes the measured cost for PHAs of 12 or less
months 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-month.

The average projected administrative cost per leased-unit-
month was $33.01 for the 30 PHAs sampled and $18. 31 projected to Sector
C (Table 7-5), Regression of these statistics was developed to ascertain
the PHA characteristics and performance that relate to costs, as shown
in Table 7-6.

Table 7-6

Regression of Estimated Administrative Cost
for 30 PHAs Sampled

CONFIDENCE

CORRELATION ‘LEVEL THAT

FACTOR COEFFICIENT SLOPE SLOPE IS NOT

EQUAL TO ZERO;
Population (000) -18 - .00 58
ACC size -11 - .00 43
Number of months since ACC +.21 +1.00 13
Percent of {ease-up -02 - .01 9
Number of years of housing

experience -.30 - .24 90
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Table 7-5

Analysis of Projected Administrative Costs per Leased-Unit-Month
by PHA Characteristics in Sector C

AVERAGE PROJECTED ADMINISTRATIVE
COST PER LEASED-UNIT-MONTH
DESCRIPTION 12 OR
ALL PHAs LESS MONTHS | OVER 12 MONTHS
SINCE ACC SINCE ACC
Cost (S} N Cost ($) N Cost {$) N
Ali PHAs 18.31 30 13.22 23 60.49 7
Type of Area
Metro 2033 22 1052 15 60.49 7
Non-Matro 15.86 8 1586 8 - -
Population
Under 50,000 19.42 -4 18.42 9 - -
50,000 to 100,000 9.16 6 8.74 5 14.69 1
100,000 to 500,000 23.75 8 6.41 6 73.01 2
Over 500,000 28.12 7 1547 3 63.85 4
ACC Size
0-70 17.00 7 17.40 8 14.69 1
71130 17.58 6 13.13 5 43.88
131-399 11.45 7 11.46 7 - -
$ 400-999 7.83 4 783 4 -
Ovor 222 9B B84 6 32 1 3172z 3
Number of Months Since ACC
4t09 15.30 10 15.30 10 - -
10to 12 1043 13 1043 13 - -
Over 12 ©60.49 7 - - 60.49 7
Percant of Lease-Up
Under 40 13.89 9 13.89 9 - -
4110 65 17.66 8 15.68 [] 76.76 2
66 to 90 2125 9 8.62 5 8385 4
Over 90 2291 4 1183 3 43.88 1
Numbaer of Yaars of Housing Experience
Under 2 30.49 11 19.32 7 57.20
205 26.17 2 26.17 2 - -
6to 10 9.87 5 9.87 5 - -
Over 10 11.70 12 7.67 9 79.13 3
AVERAGE FEE OVER (UNDER) PROJECTED
COST PER LEASED-UNIT-MONTH
All PHAs 2.43) 30 256 23 {43.86) 7
Type of Area
Matro 3.71) 22 6.0S 15 {43.86) 7
Non-Metro (.86} 8 (86} 8 - -
Poputation
Under 50,000 (3.83) 9 {3.83) 9 . -
50,000 to 100,000 7.18 6 7.28 5 5.88 1
100,000 to 500,000 8.22) 8 8.91 6 £56.91) 2
Over 500,000 {11.35) 7 1.82 3 {49.21) 4
ACC Size
0-70 {1.28) 7 (1.81) 8 5.88 1
71130 {1.92) & 246 5 {27.64) 1
131-399 4.74 7 474 7 I . N
400-339 8.35 4 8.35 4 - -
Over 999 {84.85} 6 16.89 1 {117.09) S
Numbar of Months Since ACC
4t 9 (21) 10 2n 10 - -
10to 12 627 13 6.27 13 - -
Over 12 {43.36) 7 - - {43.86) 7
Percent of Leass-Up
Under 40 145 9 1.45 9 - -
41w 65 (1.85) 8 .15 6 62.40) 2
66 ta 90 5.58) E] 6.55 S {65.861 4
Over 90 {5.76) 4 5.81 3 (27.64) 1
Under 2 v - {14.59) 11 {3.89) 7 (40.23) 4
2t S {10.64} 2 110.64}) z - -
610 10 8.21 5 6.21 5 . -
Over 10 4.07 12 8.13 9 {64.43) 3

Note: Alternative estimation method used 1o project costs.
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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 small size of the sample. The 90-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 7-1 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 preliminary costs per unit leased than did the
PHAs with less experience. Although the correlation coefficient for the
variable, "number of months since ACC'" is not very high, the value of the
statistic of the average fee for Sector C for PHAs in the program more
than 12 months seems, to us, to be the most usable. This value is

$17. 40 per unit-month and exceeds the Sector C fee received by $0.63,

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

Table 7-7

" Regression of Estimated Administrative Cost
for 30 PHAs Sampled

CONFIDENCE

LEVEL THAT

FACTOR C&HE“F%(‘:‘ITE':{“ SLOPE SLOPE IS NOT

EQUAL TO ZERO
{%)
Number of leased-unit-months -13 -.00 51
Administrative fee per unit-month +.10 +71 41
Fair Market Rent, 2-bedroom unit,
nonelevator building -13 -05 52
Number of units under lease -.06 -.00 18
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These regressions also indicate no correlation or pattern of the estimated
administrative cost per leased-unit-month.

7.4 Adequacy of Current Structure--Measured Costs

On the average, the administrative fee granted per unit-month
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 7-2).
As presented in Table 7-1, the difference between the grant and the mea-
sured cost ranged from an excess grant of $16, 82 to an excess measured
cost of $35.55. The average difference between grant and measured cost
by PHA characteristics showed no consistent pattern.

The measured administrative cost per leased-unit-month is 8.1
percent of the FMR for the 30 PHAs sampled and 9.1 percent as projected
for Secior C. Of the 30 PHAs sampled, 70 percent had 2 measured admin-
istrative cost per leased-unit-month of less than 8.5 percent, and, as pro-
jected for Sector C, approximately 72 percent had measured 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
less since ACC ($11.87) than for the seven PHAs sampled of over a year
since ACC ($102.46). The corresponding averages as projected for Sector

C are $13.22 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 sampled, however, indicates in-
creasing average projected 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 7-8. No significant patterns were evident for the two
groupings of PHAs.
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Table 7-8

Regression Statistics for Projected Administrative
Cost per Leased-Unit-Month for Sampled PHAs

ALL PHAs 12 OR LESS MONTHS SINCE ACC OVER 12 MONTHS SINCE ACC

Confidence Confidence - Confidence

DESCRIPTION r B Interval That| r B Interval That r B Anterval That]
Stope # 0 Slope ¥ 0 Slope # 0

(%) (%) (%)
Number of months since ACC +42 12.82 98 +.03 18 9 +.32 35.42 54
Papulation +10 .00 49 -21 .00 66 -.02 .00 2
ACCsize +31 .04 90 - -22 01 69 +18 .04 n
Percent of lease-up +.09 .30 39 -.09 .04 32 13 .85 22
Number of leased-unit-months +.34 .01 94 -24 .00 74 +.11 01 18
FMR -01 .01 2 -.21 .07 68 -21 1.07 37
Number of units leased +40 08 97 -.23 .0 71 +.20 .06 34
Number of years of experience -07 .33 26 -34 31 89 NA NA NA
Fee =12 5.19 47 +11 79 38 =21 12.64 37

Legend:
r - correlation coefficient

B - slope

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

. number of months since ACC;

. ACC size;

. number of leased-unit -months; 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 since ACC, The projected cost was
the measured cost for the PHAs of one year or less
since ACC; therefore, measured costs were attributed
to the total leased-unit-months to date, For PHAs over
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one year since ACC, the measured cost for recertifi-
cation and reinspection was attributed to only a rela-
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
than 749 ACC units (Table 7-5). As a result, the trend
introduced by the projected cost methodology against the
number of months since ACC had the secondary effect of
introducing the same trend to the ACC size.

. Number of leased-unit-months. 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 the 23 PHAs of one year or less since ACC were
under 65 percent 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.

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

7.5 Adequacy of Current Structure--Projected Costs

The 30 PHAs sampled had an average projected administrative
cost of $16. 93 (when estimated on a total sample of cumulative unit -months -
to-date cost), or $2.43 more than the administrative grant as projected
to Sector C (Table 7-5). The fee exceeded the projected cost for PHAs
of one year or less since ACC by $4.19 for the PHAs sampled and by
$2.56 for Sector C. The PHAs with the older programs, however, had
excess projected costs of $86. 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 (Table 7-9): PHAs of one year or less since ACC against the

number 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 paid
is closer to the cost incurred for PHAs with more experience in hous -

ing programs).

Table 7-9

Regression Statistics for Fee over (under) Projected Administrative Cost

for Sampled PHAs

ALL PHAs 12 OR LESS MONTHS SINCE ACC OVER 12 MONTHS SINCE ACC
Confidence Confidence Confidsnce
DESCRIPTION Intarval That Intarvel That gnterval That
4 B r B r B
Slope 2 0 Slope 7 0 Slops 20
(%} (%) (%)
Number of months since ACC -42 12.65 98 +.04 .24 13 -32 36.52 55
Population -.08 .00 49 +.24 .00 74 +.00 00 0
ACC size =31 .04 91 +.25 0 75 -18 .04 34
Percent of lease-up -09 .28 36 +.14 07 47 +14 1.02 23
Number of lease-unit-months -34 .0 94 +.27 .0g 80 -1 01 19
FMR +.03 .06 10 +33 RA 89 +.23 1.16 39
Number of units leased -40 .09 98 +.26 .02 77 -.20 .06 35
Number of years of exparience +.06 .33 26 +.35 32 91 NA NA NA
Fee +14 6.19 54 +.03 .21 10 +.23 13.64 39
Legend:
r - correlation coefficient
B - siope
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7.6 Evaluation of Current Structure--Conclusions

The current administrative fee structure has basically the same
problems as the preliminary fee structure. The administrative fee struc-
ture is simple 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 (1) true
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
fees to be uiilized for future operations. This provides an incentive to
the PHAs to operate the Section 8 program in an efficient manner.

The current administrative fee structure is sensitive 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 FMR 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 diminish. In addition, the
FMR relationship with costs may be revealed to be a weak one.
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8. ANALYSIS OF ALTERNATIVE FEE STRUCTURES

This section considers modifications to the present preliminary
and FMR 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 improved reimbursement
system.

8.1 Introduction

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

8.1.1 Alternative Fee Structures

Four basic approaches for an allowance method are considered:

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

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

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

o Type 4, a method based on the measurement of ac-
tual resources expended for Section 8 services. This
approach relies on detailed recording of hours, ma-
terials, and costs.

The methods may 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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8.1.2 Criteria for Evaluation

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

o simplicity, acceptability, and applicability to all
PHAs;

o continuity with existing procedures and available
data, including cost of implementation;

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

. equitableness; to be sensitive to fair differences
in actual costs from one locality io the nexi;

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

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

o incentives, or lack of disincentives, for attaining
program objectives efficiently.

These criteria represent the factors that must be considered to evaluate
each formula type considered. Within each section, the proposed scheme

is scored objectively by these measures.

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

8.2 Type 1 Approach--Existing Fee Structure

The Type 1 approach is to retain the current preliminary and
FMR 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 FMR to reimburse continuing effort.
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8.2.1 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 8-1 displays the relation between preliminary fee in-
curred per unit leased and the percent of units leased of the ACC alloca-
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, "' lease-up percent. Ninety-percent lease-up is a conservative
figure for steady-state lease-up; some PHAs 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 8-3 displays the distribution of projected preliminary
cost per unit. Although the average observed preliminary cost per unit
is $241, the average projected cost per unit is significantly lower at
$187. The findings indicate that 80 percent of the PHAs might incur
costs less than $230 per unit. This analysis shows that granting $275
per unit may cover or exceed the costs incurred for most agencies in
Sector C.

8.2,2 Administrative Fee

The administrative costs have been analyzed in Section 7.
This discussion considers the implications for adjusting the 8. 5-percent
rate applied to FMRs for reimbursement of continuing effort.

Most (77 percent) PHAs sampled reported informally that the
current 8., 5-percent fee is too little to reimburse them for administrative
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COST PER UNIT i
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Steady-state——ga. #
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] Cost per Unit: PCy |
11
l
|
1 1 = | 1 ]
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Figure 8-2: Methodology to Forecast Steady-State Preliminary
Cost per Unit from Observed Preliminary Cost per Unit
PG—PC)
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costs; no agencies claimed they were receiving too much. The analysis
has shown that some PHAs are not receiving fees adequate to compensate
for administrative effort,

Figure 8-4 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. 5-percent fee,
The findings indicate that 80 percent of the PHAs might incur administra-
tive costs less than 8.8 percent of FMR. However, 92 percent of the PHAs
claiming 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
8. o-percent fee is adequate, The PHA costs incurred to date are less than
8. 5 percent; however, most of the PHAs (77 percent of those sampled)
have been operating the program for one year or less, Examining only
those agencies with a program of over one year indicates that fee is inade-
quate for their costs (Table 7-5).

8.2.3 Discussion

The major issues of equitableness and accountability have been
addressed in preceding sections, Prior analyses focused on the 8. 5-per-
cent rate. An interesting question is whether there is a basis for applying
any rate to the FMR.

Figure 8-5 is a scatter plot of administrative cost incurred by
local FMR for a two-bedroom nonelevator unit. There is little apparent
correlation (in fact, there is negative, if statistically insignificant, cor-

- relation). This means that there is no basis for discriminating 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., 8.5 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 PHA to schedule resources and staffing with
ease.
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Figure 8-5: Administrative Cost Incurred Versus Local Fair Market Rent for Sampled PHAs



The PHAs generally regard the conformation of the flat prelim-
inary fee and the FMR administrative structure as an incentive to lease
units as rapidly as possible,

8.3 Type 2 Approach--Unit_ Cost

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

8.3.1 Derivation

To assess the unit cost for a PHA adequately, it is necessary
to relate costs of preliminary and ongoing efforts to the lease-up sched-
ule for the PHA. The rate of lease-up yields the number of leased unit-

months within a {ime frame. The leased unit-months relate to the ongoing
effort required.

As part of the application to participate, the PHAs 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 volume of units to be leased in the first two quarters, with greater
activity in the final quarters. As a result, a one-year straight time ap-
proximation of lease-up is inappropriate; it would seriously overestimate
the number of leased unit-months. Fortunately, quarterly data enable a
better approximation.

Figure 8-6 displays the derivation of a unit cost formula for
reimbursement from the leasing schedule.

The cost coefficients in the formula are averages. For a better
fit to the actual costs incurred, the cost coefficients may be stratified by
agency or locality characteristics, The analysis of functions in Section 5
and the analysis of preliminary and administrative fees in Sections 6 and 7
are the basis for potential stratifications.

8.3.2 Discussion
The approach is potentially more accountable and equitable

than the existing fee structure. This depends on the strata used for the
cost parameters in the formula, as discussed above,
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CUMULATIVE LEASING SCHEDULE

NUMBER OF
UNITS LEASED g

ACC
_ Date

3 mos 6 mos 9 mos 12 mos

TIME SINCE ACC SIGNED

Number of units leased in year =I4

Number of unit months {approx} = 3{l; +15 +I3) + (3/2)*14

SSPCPU * | ,*ACPUM*(3(l5 +15 +13) + (3/2)*I4)

COST PER UNIT =
ACC Size orl,

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

ACPUM = Administrative Cost per Unit-Month = {Avg.)

Figure 8-6: Derivation of Unit Cost Formula
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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 HUD, based on agreed lease-up
schedules, The PHAs would not need to know about preliminary versus on-
going costs. For budgeting, the PHA would know exactly the funding to be
received for administering the program. With a fixed allocation, the PHA
has incentive to minimize costs within the allocation.

8.4 Type 3 Approach--Based on Service Levels

The Type 3 approach derives a reimbursement 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 8-1 displays the derivation of the Type 3 formula, includ-
ing the basic functions, associated service 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 preliminary and contin-
uing services, although the types of services provided are not distin-
guished, Preliminary client service costs apply directly to leasing up units,
while continuing client services apply to units already leased.

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

Figure 8-7 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 PHA location (Metro/non-Metro),
the projections would become a closer fit to the observed costs. Similarly,
the fit would be improved if the overhead rate were stratified by the level
of related activity (whether or not the PHA is currently administering
other programs). These are considerations for estimating a recommended
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Table 8-1

Derivation of Formula Based on Service Levels

OPERATIONAL
i FUNCTION j SERVICE INDEX (SI) COEFFICIENT (B;)
DIRECT COST PER Si
1 OUTREACH Certifications per eligible family (%) $1,910
2 CERTIFICATION Certificates issued $18
3 INSPECTION Number of inspections $15.
4 PRELIMINARY CLIENT
SERVICES Units leased $42
5 CONTINUING CLIENT
SERVICES Leased unit-months . $1.92
6 PAYMENTS Number of payments $2.68

If site K has service level SI = (Sl4, .. ., Slg} then reimbursement is:
COST, (S1) = {1+ R&) [Z Bfk) Slki]
i

= 1.94 [19103|k, +18Sl 5 + 158k g +42Sl 4 +1.92Slg + Z.SBSlks:l

R%} = Qverhead rate = 0.94
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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 allow-
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 (B!s) and overhead rate,

It may be more difficult for PHAs to budget using this approach.
The problem lies in the uncertainty of the levels of service that will be

attained,

8.9 Type 4 Approach--Monitoring of Actual Costs

The type 4 approach derives a reimbursement based on the
measurement of actual resources expended for Section 8 services. This
system relies on detailed recording of hours, materials, 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 determine program cost.

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

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

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

o 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 Category

Costs incurred to accomplish any Section 8 program objective
are classified into two cost categories:

. Preliminary costs: an amount paid to the PHA on
the basis of all direct and indirect costs associated
with the initial taking into the program of families
suffficient to occupy the units allocated,

. Ongoing administrative costs: an amount paid to PHAs
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 time.

e 8-2 displays these cost categories {functions) and provides examples
of the types of cost charged to each.

8:.5.3 Collection of Cost Data

Measurement of actual resources expended for Section 8 ser-
vices consists of three major activities: time reporting and payroll, direct
and indirect costs, and budget plan.

8.5.3.1 Time Reporting and Payroll System

Direct labor and employee benefits represent approximately 80
to 90 percent of Section 8 direct costs. With such a large proportion of
costs in this one category, it is essential that PHAs account accurately
for time 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 administra-
tive cost categories. Each PHA employee providing Section 8 prelimi-
nary services, such as recertification, reinspection, and outreach,
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Table 8-2

Cost Categories

COST CATEGORY

DESCRIPTION

EXAMPLES

Preliminary

Preliminary costs 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 first 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:

1. 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 requests for lease ap-
proval;

6. inspecting units;

7. negotiating contracts with owners;
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 benefits 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 leased units;

4. taking in new families to repiace
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 8 program functions,

The program code, when related to the appropriate function
code, would identify the distribution of Section 8 time between preliminary
and ongoing general administration. These program and function codes
would be recorded on employees' timesheets, along with the associated
hours expended on each. The cost of direct employee service time is
calculated in the time reporting and payroll system. 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

accounting for direct and indirect costs, In gen direct ¢ :

that:

. can be directly associated with a particular grant
or program (examples are salaries, travel, and
material costs);

. has no intervening basis for allocation; and

. can be directly associated with a cost category.

An indirect cost is one that, because of its incurrence for com-
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 maintenance.

Other costs incurred for the benefit of more than one program
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 Plan

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, measuring performance, authorizing corrective action,
and controlling. Specifically, the budget is a management tool that can be



used to ensure that (1) results of operations conform, on both an organiza-
tional and a program level, as closely as possible to established goals

and (2) expenditures are being incurred at a rate and amount commensu-
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 PHA

and Section 8 resources. Figure 8-8 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:

o scale of operations;
. level of related activities performed; and
o time or experience factor.

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

The type 4 methced is applicable to all PHAs 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 PHAs, 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 levels of cost incurred.
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SECTION 8 1

OVERHEAD AND
FRINGE BENEFITS
BUDGET

PRELIM. ADMIN.
PROGRAM
BUDGETS

PROGRAM
SUMMARY
BUDGET

MASTER BUDGET
BY LINE ITEM

Figure 8-8: Budget Flow and Preparation
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APPENDIX A

SAMPLE DESIGN, SAMPLE SIZE, AND ACCURACY

Prepared by Westat, Inc.
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A,1 STATISTICAL RELIABILITY
IN THE ANALYSIS OF SURVEY DATA
I'OR THE SECTION 8 PROGRAM EVALUATION

A, 1,1 Introduction

The sample design for the Section 8 program evaluation was de-
veloped by the Urban Institute with consultation from John Dirkse of George
Washington University, Statistics Department, subject to certain con-
straints imposed by HUD., A stratified sample design was used with size of
PHA (measured in ACC number) and Metro and non-Metro as stratifying
variables. However, the number of Public Housing Agencies (PHAs) selec-
ted from each strata was not proportional to the strata size due to certain
HUD requirements. As a result, a wide variation in strata weights has oc-
"""""" i, The purposc of this appendix is to calculate the weights to be used
for all three sectors, and, for Sector C, compute the impact of the design
effect on the variance and standard deviations of survey estimates,) In
Sector C, the net effects ol 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, Sec-
tor C has a substantial "design effect' of 1.7. In other
words, although there were 30 PHAs in the Sector C sam-
ple, the statistical reliability of these 30 is only as good
as a random sample of about 18 PHAs (i.e., 30 + 1.7 =
18). Alternatively, we could say that the variance is 1. 7
times larger than for a simple random sample of 30
PHAs,

(c) Because of the unequal weights in the first stage sample
of PHAs, the number of recipients, nonrecipients, and
landlords at each site was adjusted from site-to-site in
order to produce an approximately self-weighted sample.

Atter 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

METRO T NON-METRO 1
STRATA PROBABILITIES OF f PROBABILITIES OF
{PHA SIZE) REGION SELECTED SITE SELECTION WEIGHT | SELECTION
Y S
Over 999 6 1 6667 ! 1.50 !
6 2 6667 | 1.50 ‘
6 3 5667 1.50
§ 4 6667 1.50 f
9 5 6667 1.50 ;
10 § 6667 1.50 ,
490993 6 7 1587 6.30* 5
) 8 1905 5.25 I
] ‘ 9 1908 5.25 1‘
g | 0 1905 5.25 |
- 131-389 8 ! 13 0817 12.24* |
ﬂ 6 i 12 0817 12.24* 5
8 l 13 0980 10.20 !
9 ! 14 0980 {1020 !
9 15 10.20 !
9 16 ] 2500 4.00
10 17 ; 2500 400
71130 7 18 075 13.33 i
8 19 088 17.00sub, |
9 20 075 13.33 !
5 2 | 0641 15.60*
8 22 i 0641 15.60*
7 23 i \ 0238 4200
Q .
Under 71 6 24 ! 1515 6.00° :
9 25 | 1818 5.50 |
9 26 | 1818 5.50 |
10 27 i 1818 5.50 i
6 28 l | 0641 1560
8 29 l . ! 0641 15.60"
7 30 l ; 0769 13.00
_ -1 1. _

* in Region 6, 2 PHAs were deletad whan the first stage sample was adjusted. Therefore the weights on remaining PHAs in Ragion 6 increased as shown since
tha probability of selection in Region 6 equals the initial selection probability times the probability of surviving the deletion of 2 sites which is 12/14 ~ .B57.
{A minor arror of estunation caused the value 833 to be used rather than .857—a differance judged to bae trivial.)



(See Table A-2.) The fact that recipients, nonrecipients,
and landlords were '"cluster sampled' produces a cluster
effect factor. For recipients this factor has been found to
vary from 1.7 to 4.3 depending on what variable we are
considering. This means that, when the unit of analysis
is the recipient, variance can be up to four times larger
than for a simple 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., 428/4 = 107). This is a
rough conservative approximation based on Westat's cal-
culations of cluster effects on variance for several socio-
economic characteristics of recipients. The ,/cluster ef-
fect will be different for different characteristics depend-
ing on intraclass correlations (which vary from one char-
acteristic to another) and depending on the extent to which
stratification reduces variance. The /cluster factor is the
amount by which the standard deviation varies depending
on the variable in question as shown below,

Variable V/Cluster Effect
Sex of Head 1.3
Number of Bedrooms 1.6
Household Size 1.8
Age of Head 2.0
Family Income 2.1

Therefore, we will use a relatively conservative assumption
that, for recipients, confidence intervals are approximately 2.0 times
what they would be for a simple random sample due to cluster sampling.
For nonrecipients, participating landlords, and nonparticipating landlords,
this factor is estimated 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 sample; since only
10 out of the 30 sites had respondents, there is the distinct possibility of
some bias in nonparticipating landlord results.



£61

Table A-2

Sample Sizes for Recipients-Sector C

(1) (2) (3) (a) (8)
PRELIMINARY
RECIPIENT RECIPIENT ADJUSTED
STRATA SELECTION OCCUPIED INTERVIEWS INTERVIEWS ADJUSTED
(PHA SIZE} REGION SELECTED SITE PROBABILITIES UNITS PER SITE (6 MINIMUM) WEIGHTS
Over 999 6 1 0218 10N 23 -2= 2 755
6 2 0218 1100 24 -2=22 15.2
[ 3 0218 500 n 1 68.9
6 4 0218 597 13 -1=12 746
9 5 02118 900 20 -2=18 16.6
10 6 .0218 128 16 -1=15 73.5
400-999 [ 7 0814 97 9 9 68.9
9 8 0762 100 8 68.9
] 9 .0762 322 25 -2=123 74.9
S 10 0762 100 8 68.9
131-399 6 3] 1176 202 36 -3=133 75.2
6 12 176 278 49 -3= 46 734
8 13 1480 80 12 12 68.9
9 14 .1480 138 20 -2= 18 766
9 15 .1480 68 10 10 68.9
9 16 0580 44 3 +3= 6 34.4"
10 17 .0580 42 2 = 6 23.0°
71-130 7 18 1934 18 23 -2= 2 75.1
8 18 .2466 78 19 ~1=18 127
9 20 1934 100 19 —1=18 127
6 2 2263 7 2 +4= 6 23.0%
6 22 .2264 58 13 -1=12 74.6
7 23 6093 42 26 ~2=24 ns
Under 71 6 24 0958 52 5 +1= 6 57.4
9 25 0798 40 3 +3= & 344"
9 26 0798 50 4 +2= 6 458
10 27 .0798 59 5 +1= 6 57.4
6 28 .2263 8 2 +4= 6 23.0%
6 29 2263 12 3 +3= 6 344"
7 30 .1886 49 9 9 68.9*
422 422

* Thase few sites have weights that differ substantially from the other weights (i.e., only 30 percent to 45 percent of maximum weight}. But the net effect of sample

astimates on reliability is small,




A.1.2 Statistical Accuracy

A,1.2,1 Accuracy of Proportions

The most common type of measure used in this analysis is per-
centages or proportions (e.g., proportion of PHAs with more than 5 years'
experience in housing; proportion of recipients who are racial minorities,
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 Proportions for Various Respondent Groups

Respondent Sample 90% conf. interval on a2 propaortion
Group Size, N K* .10 0r .30 .300r.70 50

PHAs 30 1.3 12 18 .20
Recipients 428 2.0 .05 07 .8
Nonrecipients 125 1.3 05 .08 10
Participating

Landiords 198 15 05 .08 .09
Nonparticipating

Landiords 25 1.2 12 .18 .20

A.1.2,2 Confidence Intervals on Continuous Metric Variables

Confidence intervals on variables such as income of recipients,
number of PHA staff, years of experience, etc., may be relatively smaller
or larger than confidence intervals on proportions. In Westat's analysis
of the Sector C data, the Statistical Program 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 PHA as the unit of analysis, each PHA
should be weighted by W; (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 from unweighted SPSS runs by the fac-
tor, K, in Table A-3,

*K =\/design effect for PHAs 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 size, N.



For computations using the recipient, nonrecipient, or landlord
as the unit of analysis, the sample is approximately self-weighted, so no
weights are needed, However, standard deviations should be multiplied by
factor K in Table A-1 to reflect the clustering effect, This is a gross csti-
mate of the cluster effect as discussed earlier.,

A.1.2.3 Accuracy of Subsample

Occasionally proportions are bascd on less than the entire re-
spondent sample. For example, instead of talking about the proportion of
all 30 PHAs that used HUD inspection standards, we might want to talk
about the proportion of rural PIIAs that used these standards. Whenever
this occurs, the accuracy decreases (i.e., the confidence interval in-
creases). Suppose eight ol the 30 PHAs shown above were rural. Then the
confidence interval on the proportion of rural PHAs that used HUD inspec-
tion standards would increase by a factor of /30/8 = 1,9 (i.e., the error
or uncertainty in the estimate almost doubles). In general, for a subset,

n, of total intervicws, N, the confidence interval increases by a factor of

v N/n.

There are two situations in which a subsample is always in-

volved:
. for questions only asked of a subset of all respondents
(e.g., only Section 8 "'movers' are asked 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 confidence interval should then be multiplied
by VN/n as discussed above.

A.1.2.4 Significant Differences

Frequently we wish to compare differences between two varia-
bles and determine whether the observed difference is significant. Sup-
pose that + CI; and +CI, are the 90-percent confidence intervals on X, and
and X, whose difference is D = X; - X,. Then the confidence interval for
the difference, D, is approximately

_ p) 2
cIy = chxl + C1,”.
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If zero is within the interval, D + CI,, the difference is not statistically
significant.

For example, suppose our analysis of PHAs shows that X,
say 70 percent, of all urban PHAs contract for the inspection of units,
but that only X, , say 50 percent, of all rural (non-Metro) PHAs contract
for inspect of units. Is the difference D = .70 - .50 = .20 significant? To
answer this question we need to calculate

_ - 2 2
CID = _\/CI]_ + CI2 .
Since N; = 8 rural PHAs and N, = 22 urban PHAs, wec combine Table A-1
and paragraph 1.2.3 to compute:

= _._.O =

CIl .18‘\’—22 = .210
_ R0 _

cI, = .20 \I——8 = .387

Therefore,

h

c1y =‘\/(.?_10)2 + (.387)°2 .44,

Then, the true D could be anywhere from D = .20 - .44 to .20 + .44--i.e.,
from -.24 to +. 64, Since this interval includes zero, the difference is not

significant.
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A,2 SAMPLING WITHIN SITES

A.2.1 Introduction

In order to compensate for the wide variation in weights for the
first stage sample of 30 PHAs, the number of recipients (as well as nonre-
cipients and landlords) has been altered so as to obtain a self-weighted
sample of recipients, nonrecipients, and landlords. Such a sample is then
representative of the entire Sector C portion of the Section 8 program with-
out weighting. A minor adjustment is made t{o insure at least a minimum
sample size at cach site, Even after this adjustment the sample is still
approximately self-weighted as shown in column (5) of Table A-2,

A.2,2 Methodology for Second Stage (Tenant) Sampling

The second stage sampling rate for recipients at each site is
specified such that, when it is combined with that site's selection probabil-
ities, a constant selection rate, f, for all Section 8 recipients will result.

fi = ith site selection rate,
fri = recipient selection rate at site i,
_ _ n
Eifri= £= g
where
n = sector sample size = 14 x 30 sites = 420,
N = total occupied units in the sector which is estimated by
30 Ni
N = ) 5= (= 28,950 for Sector C)
i=1 "1
where
Ni = number of occupied units in ith sampled site,
Pi = probability of selection for ith site,

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

£ I . (weight for ith site).

i P,
i
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This would give an equal weight of 1/f (or 68.9 for Section C)
if the number of recipient interviews are not ''adjusted’ to assure some
minimum per site. Where adjustments are made, the adjusted weight is
given by:

Original # Interviews per Site! X
Adjusted # Interviews per Site

1
;

A.2.3 Features of Sample

A.2.3.1 Approximately Self-Weighted

The sample of recipients is approximately self-weighted; that
is, it provides a nearly proportional representation of all Section 8 reci-
pienis in Sector C. At each site the number of nonrecipients, participat-
ing landlords, and nonparticipating landlords are each one -halfl the number
of recipients. These samples are likewise approximately self-weighted.

A.2.,3.2 Reflects Current Occupancy

Westat conducted a brief telephone canvas of the 30 PHAs in
the Section C sample during the first week of October 1976. Section 8
occupancy figures as of that date were used in order to get an up-to-date
representation of the programs.

A.2.3.,3 Insures a Minimum Representation 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
sample sizes still provide an approximately self-weighted sample of ten-
ants and landlords.

lColumn (3) of Table A-2,

lColumn (4) of Table A-2.

158



A.2,3,4 Sector C Sample

Table A-1 provides the PHA selection probabilities which re-
sulted from the HUD/UI first-stage sample.,

Table A-2 prescnts the latest Section 8 occupancy figures in
column (2). Preliminary sample sizes, which would produce a full self-
weighted sample of recipients, are given in column (3). Adjusted number
of interviews are given in column (4) along with adjusted weights in col-
umn (5). If we had not made these "adjustments'' [i.e., if we had stopped
with column (3)], a uniform weight of 68,9 would have applied to all re-
cipients in the sample. The adjustments were made by increasing the
sample rate in ninc sites so that a minimum of six interviews with reci-
pients were obtained. Then corresponding decreases were spread over
other sites which had large preliminary numbers of interviews.

The methodology for designing the self-weighted sample and
adjustment cffects is given in Section 2.2. The methods for actually
drawing the samples was presented in Westat's Work Plan and will be de-
tailed in Interviewer Training materials,
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A, 3. FIRST STAGE SAMPLE DESIGN EFFECT

Because the 30 PHAs were not selected with equal probability,
there is a loss of statistical accuracy for any analysis in which the PHA
is the unit of analysis. The design effect is 1.7, which is rather large.
This means that our samplc of 30 PHAs provides only the amount of accu-
racy as would be obtained from 18 PHAs from a simple random sample,
In the body of this report we discuss the implication 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 nearly equal weight within any one class. Suppose that

n; = the same size in the ith class,
N.
Fl' = proportion of the population in ith class,
_ 7 Ni
X = = x
I w %
A.3.1 For the Self-Weighting Sample
n, N.*
I
n N
2 Ny : 2
T %
i
N ) o
i i 2 2
= z — - (O' =g )
(N n, i
2
N 2
= 2(_];) g’ N (if 02 = o? for each i)
N Nin 1
- oty o o2
n N n

*Capital letters for population; lower case for sample.
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A.3.2 For the Non-Self-Weighting Sample

For the non-self-weighting sample, suppose that the sampling

rate in class 1 is:

ny
P S

Ny

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

n,.

= = kT i=2,3, ... 7, (k; =
1

n, = kirNi where kl = 1.

The total sample size and the rate r can be written as:

7 7
n = L n, =1r L k.N,
1 % ;] 1
r = n .
7
§ kiNi
Substituting for r in the expression for n; gives:
kiNi
S 38 T
i1

The variance of the sample mean is then:

) ) N, 2 ,
c = (= o
X ¥ X,
i
N, 2 O:ZL
i
N. 2 .k.N
= 2 1 711 1,. 2
o Ig (rxo) FUE£ o}
i1
161
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The effect on the variance of the sample mean caused by depart-
ing from a self-weighting sample is measured by the ratio of the variances
given in parts A and B. ”

7
I k.N,
Var. B _ %(Ni)z 1 1

Tar % = —

ar. A i N kil
7 7 N, 2

1
= J kN, T (=D

] 11 i N kiNl

Table A-4

Weighting Class Factors for the Sector C
Sample of Sites

1 1.5 6 8 .032 1. 9

2 6 8 48 .168 .250 12

3 11 5 55 194 136 248

4 15 6 80 317 .100 9

5 4 2 8 .028 375 3

6 16 2 32 113 .094 3.008

7 42 1 42 147 .036 1.512
Total 30 284 1.00 45

From Table A-4, the ratio of the variances can be evaluated as:

Var. B
vVar. A

e

45 (.037) = 1.687 1.7.
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A.4 SECOND-STAGE CLUSTER EFFECT

Even though the sample of recipients (and of nonrecipients and
landlords) is self-weighted, there is still a loss of accuracy due to clus-
tering. The average cluster design effect is about 3.0 based on a study of
several different types of variables, Therefore our sample of 428 recipi-
ents is only as accurate as 1/3 x 428 - 143 recipients from a simple ran-
dom sample. The effect of this on the analysis is given in the body of this
report. The derivation of a formula for the cluster effect is given below.

The variance of a mean drawn from a stratified cluster sample
can be estimated using the "ultimate cluster' approach described in gen-
eral in Hansen, Hurwitz, and Madow, VI, p. 242!

The formula is a modification of the expression for relvariance
given in Hansen, Hurwitz, and Madow, VI, p. 181,1 where:

N

total number of recipients and sample size of
recipients at site i in stratum h;

hi’"hi

My

total number of sites and number of sample
sites in stratum h;

xhj_j = the value of the observation on recipient j from

site i in stratum h.

The ratio estimate is used to reduce the variance by the corre-
lation between totals and the size of site.

LMh mh Nhi
D= ' 22 Iox
=% - h™ i "nij J
S
h® i B

Hansen, M.H., Hurwitz, W.N., and Madow, W.G., Sample Survey Meth-
ods and Theory, John Wiley and Sons, New York, 1953,
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For example, the ratio r might be the average age of a recipient.

The var(r) is estimated by:

2
U W N T G
)
Y‘2 my Mh c'h Y'2 my Mh
2 2.2
(Sevnx * T Scrny T 2TScrhxy!
where o
1 - t - 7
g ho (X = X)) (Y5 = ¥y)
c'hXY my - 1 !
(27, - T2
Scrthx T Zl hi h (and similarly for
m ~ 1
N, .
hi
X!, = —= ) X ..,
hi ny; hij
] -
Thi = Npi-

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

Variable
Standard Error
Number in Number of
DEFF Household Bedrooms Age Sex - Income

Stan. Err. R. 124 066 1.96 .023 160

Stan. Err. SPSS .069 040 .96 .018 717

DEFF 3.22 2.69 417 1.65 4.3
/DEFF 18 1.6 2.0 13 21
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