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Overview

This report documents the findings from the evaluation of the Small Area Fair Market Rent
(SAFMR) demonstration of the U.S. Department of Housing and Urban Development (HUD)
launched in 2012.

Demonstration. The Housing Choice Voucher (HCV) program, the largest rental housing
assistance program administered by HUD, provides subsidies to households who rent units on
the private market. In theory, HCV holders may locate in a wide variety of neighborhoods. In
practice, however, they frequently concentrate in high-poverty neighborhoods with limited
access to the amenities and services associated with social and economic opportunity. One likely
factor contributing to this concentration is that the maximum subsidy traditionally available to
each HCV holder is based on a single rent standard—the Fair Market Rent (FMR)—set for each
metropolitan area. Under metropolitan area FMRs, voucher holders often cannot afford units in
higher-opportunity neighborhoods where rents are much higher than the FMR. The
demonstration tests the effects of replacing traditional metropolitan area FMRs with SAFMRs
that vary with ZIP Code rent levels, intending to make it easier for voucher holders to afford
units in higher-rent areas.

Evaluation. The evaluation focuses on the implementation beginning in 2012 of SAFMRs at
five public housing agencies (PHAs) that participated in the demonstration—Chattanooga
Housing Authority (TN), Housing Authority of Cook County (IL), Housing Authority of the City
of Laredo (TX), Housing Authority of the City of Long Beach (CA), and Town of Mamaroneck
Housing Authority (NY). The evaluation also includes two PHAs in the Dallas, Texas
metropolitan area—the Housing Authority of the City of Dallas and the Plano Housing
Authority—where SAFMRs were introduced in 2011. The evaluation compares results for these
seven study PHAS to the results of a large group of comparison PHAs to isolate the effects of
SAFMRs. Outcomes for HCV holders and the PHAs themselves are analyzed using both
administrative data and primary interviews with HCV holder tenants, landlords in the respective
rental markets, and PHA staff. The study uses ZIP Code poverty rate, school proficiency, job
proximity, and environmental quality to measure the “opportunity” of specific neighborhoods.
The evaluation analyzes HCV holder administrative data to compare 2010 as a pre-
implementation year and 2015 and 2017 as post-implementation years in reporting our

key findings.

Key Findings.
e SAFMRs increased the pool of rental units potentially available to HCV holders in high-
opportunity neighborhoods and decreased the pool in low-opportunity neighborhoods.

e When a jurisdiction shifts from metropolitan area FMRs to SAFMRs, the net change in
the number of units renting below the applicable FMR depends on how rental units are
distributed across lower-, moderate-, and higher-rent ZIP Codes. In general, if fewer
rental units are in higher-rent ZIP Codes than in lower-rent ZIP Codes, fewer units will
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rent below SAFMRs than below the metropolitan area FMR. If the pattern is reversed,
the net number of units renting below the applicable SAFMR would be greater.

Among the sites we study, this trend results in an increased number of units renting
below the applicable FMR at Chattanooga and Plano. At Long Beach and Dallas, the
number of such units decreased. PHAs at Cook County, Laredo, and Mamaroneck
experienced minimal changes.

HCYV holders in the SAFMR PHAs were more likely to live in higher-rent and higher-
opportunity ZIP Codes than they had prior to the demonstration. Households in
comparison PHAs saw no change, so we conclude that the shift was due to the SAFMRs.

Among new HCV households and existing HCV households who moved to new units
following the introduction of SAFMRs, a larger share moved to higher-rent and higher-
opportunity ZIP Codes than did such households in the comparison PHAs. This effect
was particularly strong for households with children. In interviews, HCV holders in
SAFMR PHAs who considered moving reported that a desire for a neighborhood
providing greater opportunity, such as a good school district, was the primary factor in
their decision on where to move.

HCYV holders’ awareness of SAFMRs varied based on move history. Households newly
receiving a voucher after SAFMRs were introduced and existing voucher holders who
moved were much more likely to be aware of—and understand—the policy than were
existing voucher holders who did not move.

Under both metropolitan area FMRs and SAFMRs, PHAs have discretion to set payment
standards within a margin of 90 to 110 percent of the applicable FMR. At SAFMR PHAs,
average per-unit payment standards decreased moderately (by 2 percent) between 2010
and 2017 in inflation-adjusted (real) terms over all the ZIP Code categories. This
reduction is due to a decline in payment standards in the lower-rent and moderate-rent
ZIP Codes that more than offset the increase in payment standards in the higher-rent ZIP
Codes. At SAFMR PHAG, total payments to landlords decreased, again due to decreases
in payments to landlords in lower-rent ZIP Codes that more than offset the increase in the
higher-rent ZIP Codes. At comparison PHAs, payment standards and payments to
landlords saw smaller changes over time with relatively little variation by ZIP Code rent
levels. Thus, between 2010 and 2017, in SAFMR PHAs versus comparison PHAs, the
pattern of differential changes was relative decreases in lower-rent neighborhoods and
relative increases in higher-rent neighborhoods, which netted out to small and not
statistically significant relative decreases in total landlord payments overall.

Between 2010 and 2017, in the SAFMR PHAs, tenant contributions to average monthly
rent increased following implementation of SAFMRs in all three ZIP Code categories
(lower-rent, moderate-rent, and higher-rent). Contributions increased by more in the
lower-rent ZIP Codes than in higher-rent ZIP Codes (by 14 percent compared with 11
percent). In the comparison PHAs, tenant contributions also increased, but by a smaller
amount (about 7 percent) across all three categories. In lower-rent neighborhoods,



contributions increased by $30 more in SAFMR PHAs than in comparison PHAs.
In moderate- and higher-rent ZIP Codes and overall, changes were small and not
statistically significant.

Most PHAs concluded that the administrative costs and burden of implementing and
administering SAFMRs were justified by what they saw as the benefit to their HCV
holders of better access to higher-opportunity neighborhoods.




Executive Summary

In 2015, the U.S. Department of Housing and Urban Development (HUD) contracted Abt
Associates to conduct an evaluation of the Small Area Fair Market Rent (SAFMR)
demonstration, launched in 2012. The demonstration tested a policy innovation whereby rent
subsidies could be set higher in ZIP Codes where rents are higher and set lower in ZIP Codes
where rents are lower. The evaluation study was to examine whether and to what extent such
SAFMRs would give households receiving Housing Choice Vouchers (HCV) better access to
areas of opportunity. The evaluation also examines how the switch to SAFMRs affects PHAs
with respect to administrative burden and subsidy costs. This report documents the findings
from that evaluation.

Study Background
Key Policy Issues Motivating the Study

HCVs allow residents to select rental units of their choice on the private market, so long as
the units meet certain rent and quality parameters. HCVs theoretically offer HCV holders the
chance to locate in neighborhoods with high-performing schools, low rates of poverty, and
other characteristics associated with opportunity for neighborhood residents. In practice,
however, HCV holders frequently concentrate in high-poverty neighborhoods with limited
access to such amenities.

This study examines whether and to what extent changes in how subsidy levels are determined
for the HCV program affect HCV holders’ access to such “opportunity” neighborhoods.
Ordinarily, the subsidy available to HCV holders is based on a single rent standard—the Fair
Market Rent (FMR)—set for each metropolitan area (or nonmetropolitan county). The FMR is
set by HUD, generally at the 40th percentile of rents of all units in that metropolitan area (or
nonmetropolitan county) occupied by renter households who moved to the unit in the past 24
months. FMRs vary by unit size (number of bedrooms), but public housing agencies (PHAs)
generally have only a limited ability to adjust the maximum subsidy level to reflect differences
in rent levels among neighborhoods within their jurisdiction.

Rents tend to be higher in certain neighborhoods than in others, and neighborhoods with higher
rents tend to have better access to amenities that provide opportunity. For this reason, using a
single metropolitan-wide standard as the basis for setting the maximum subsidy available to
HCV holders makes it difficult for HCV holders to access housing in areas of opportunity. Under
a system based on metropolitan area FMRs, it is much easier for HCV holders to find units to
rent with vouchers in lower-rent areas that generally also have fewer opportunities.

Consequently, one of the central questions that HUD faces in administering the HCV program is
how to create a more effective means for HCV holders to move to higher-opportunity areas
without significantly raising overall subsidy costs. This question is the primary motivation for
the Small Area Fair Market Rent (SAFMR) demonstration. As the name implies, SAFMRs are
FMRs set using geographic areas that are much smaller than a metropolitan area—specifically,
by ZIP Codes.
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HUD’s SAFMR Demonstration

The SAFMR demonstration enables PHASs to increase HCV subsidies in ZIP Codes where rents
are higher than the metropolitan-wide average and to decrease HCV subsidies in ZIP Codes
where rents are lower.

To test how SAFMRs may potentially affect a range of PHA types, HUD selected five PHAs for
the demonstration whose conditions differed across various characteristics. The five
demonstration PHAs are the Chattanooga Housing Authority (TN), the Housing Authority of
Cook County (IL), the Housing Authority of the City of Laredo (TX), the City of Long Beach
Housing Authority (CA), and the Town of Mamaroneck Housing Authority (NY).

Evaluating the SAFMR Demonstration

In addition to these 5 PHAs that agreed to participate in the SAFMR demonstration, this
evaluation study also includes 2 (of 12) PHAs in the Dallas, Texas metropolitan area. All
metropolitan Dallas PHAs have been using SAFMRs since 2011 as a result of a legal settlement.
The two PHAS included in the study are the Housing Authority of the City of Dallas, the largest
PHA operating in that metropolitan area, and the Housing Authority of Plano, which serves a
smaller number of HCV holders in a service area that has higher opportunities for HCV holders.

The SAFMR demonstration evaluation examines whether and to what extent this shift from
metropolitan-wide FMRs to SAFMRs helps HCV holders to better access areas of higher
opportunity. The evaluation also examines how this alternative approach affects HCV holders
(tenants) and landlords, as well as HCV subsidy and administrative costs.

The evaluation study looks at the effects of SAFMRs on the following:

e Potential access to opportunity. The extent to which SAFMRs change the number of
units with rents at levels affordable to HCV holders and the number and share of such
units in higher-opportunity areas.

e Actual access to opportunity. The extent to which HCV holders in SAFMR PHAs
are more likely to locate in or move to higher-opportunity areas after implementation
of SAFMRs than before.

e Costs and rents. The extent to which subsidy expenditures, administrative expenses,
total rent levels, and tenant contributions to rents change after implementation of
SAFMRs.

e Impacts on HCV holders and landlords. Changes in HCV holders’ housing search
patterns and understanding of the program, as well as landlords’ awareness of the change
in the HCV program and responses to it.

SAFMRs were implemented in the Dallas metropolitan area in 2011 and in the five
demonstration sites beginning in the fall of 2012. To understand how the introduction of
SAFMRs may have affected outcomes over time, this report examines changes over time
between 2010 (pre-demonstration) and two post-implementation periods, 2015 and 2017.

To control for trends that may be unrelated to SAFMRs, the report broadly examines changes
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over the same time period for a group of comparison PHAs that did not implement SAFMRs.
The report also describes the results of a differences-in-differences regression analysis

that examines the extent to which SAFMRs affected HCV holders’ location outcomes

after controlling for time trends and variation in household composition and other

household characteristics.

Data collection for this report included both primary sources and secondary (including
administrative) sources. To collect primary data, we conducted two site visits to each of the
seven SAFMR PHAs. The first visits, conducted in May and June 2016, included one-on-one
and group interviews with executive directors and multiple key staff at each PHA involved in
implementing the transition to and administration of SAFMRs. The goal of these Phase 1 visits
was to learn about the PHA experience with one-time, transitional, and ongoing administrative
efforts and costs related to SAFMRs and to learn about PHA perceptions of the impacts of
SAFMRs on HCV holders and landlords. The second site visits were conducted in November
and December 2017 and focused on how HCV holders and landlords had experienced the change
to SAFMRs. These 3- to 4-day Phase 2 site visits included in-person interviews with a sample of
each PHA’s HCV holders and local landlords to learn about their experiences with the shift in
policy, and follow-up interviews with PHA executive directors or HCV program directors to
update the implementation and cost information gathered during the first visits.

Secondary data used in the analysis include metropolitan area FMRs, SAFMRs, ZIP Code
tabulations of rent distributions, and administrative Public and Indian Housing Information
Center data maintained by HUD. Our analysis also includes two types of neighborhood-level
indicators—opportunity measures of poverty rate, school proficiency, job proximity, and
environmental quality, and neighborhood characteristics of racial/ethnic makeup, presence of
children, and percent of residents with a college degree. Neighborhood-level indicators were
drawn from the U.S. Census Bureau’s American Community Survey, the National Center for
Education Statistics, and the U.S. Environmental Protection Agency.

Key Findings
The following are the key findings.

Potential Access to Opportunity Following Introduction of SAFMRs

e SAFMRs increased the pool of rental units potentially available to HCV holders at rents
below the applicable FMR in higher-rent ZIP Codes, and SAFMRs reduced the pool in
lower-rent ZIP Codes.!

o Under metropolitan area FMRs, nearly three-fourths of units in lower-rent ZIP
Codes in the seven SAFMR PHAs’ jurisdictions had gross rents (rent plus

This report defines a “moderate-rent” ZIP Code as one in which the median rent falls between 90 and 110
percent of the median rent for the metropolitan area as a whole. The report defines ZIP Codes with median rents
that are below 90 percent of the metropolitan area median rent as “lower-rent,” and those with median rents that
are above 110 percent of the metropolitan area median rent as “higher-rent.”
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utilities) below the FMR, as did slightly more than one-fourth of units in higher-
rent ZIP Codes. Under SAFMRs, the availability of units was much more evenly
distributed across different types of neighborhoods, leading to increased
availability in higher-rent ZIP Codes and reduced availability in lower-rent ZIP
Codes relative to metropolitan area FMRs.

o Roughly one-half of units had rents below the SAFMR in each neighborhood type
(higher-rent, lower-rent, and moderate-rent).

o As expected, changes in the share of units with rents below the applicable FMR
in moderate-rent ZIP Codes were fairly modest.

Relative to lower-rent ZIP Codes, the higher-rent ZIP Codes offer higher opportunity
to residents on all opportunity measures studied, namely lower poverty, higher school
proficiency, higher job proximity, and higher environmental quality.

Because SAFMRs increase access to higher-rent ZIP Codes and reduce access to
lower-rent ZIP Codes, we found, not unexpectedly, that the transition to SAFMRs led
to an increase in rental units potentially available to HCV holders in higher-opportunity
areas under SAFMRs than under metropolitan area FMRs and a decrease in units in
lower-opportunity areas.

In shifting from metropolitan area FMRs to SAFMRs, a PHA could experience a net
increase or a net decrease in the total number of units available to HCV holders,
depending on how rental units are distributed across its lower-, moderate-, and higher-
rent ZIP Codes.

o For any individual PHA, the increase in the number of units with rents below
the applicable FMR in higher-rent ZIP Codes may or may not fully offset the
decrease in the number of units in the lower-rent ZIP Codes.

o The level of net change in units below the applicable FMR in a given geography
depends on how rental units are distributed across lower-, moderate-, and higher-
rent ZIP Codes. In general, if fewer rental units are in higher-rent ZIP Codes than
in lower-rent ZIP Codes, there will be fewer units with rents below SAFMRs than
below the metropolitan area FMR (net decrease). If the pattern is reversed (more
rental units are in higher-rent ZIP Codes than in lower-rent ZIP Codes), then there
will be more units with rents below SAFMRs than below the metropolitan area
FMR (net increase).

o In two study sites, the shift from metropolitan area FMRs to SAFMRs led to a net
decrease in the number of units with rents below the applicable FMR: more than
10 percent fewer in Long Beach and about 4 percent fewer in Dallas. In two other
sites, the shift led to a net increase: in Chattanooga, slightly more than 3 percent
more, and in Plano (with a service area in the higher-rent section of the Dallas
HUD Metropolitan FMR Area), 26 percent more. The remaining sites (Cook
County, Laredo, and Mamaroneck) experienced minimal changes.

Xiv



For the SAFMR PHAs as a whole, the increase in the number of units with rents below
the applicable FMR in higher-rent ZIP Codes did not fully offset the decrease in the
number of units in the lower-rent and moderate-rent ZIP Codes, resulting in a net loss of
units potentially available to HCV holders: a loss of more than 22,000 units (3.4 percent)
that previously might have been affordable to HCV holders.

o It is important to note that the net effect across all seven study PHAs is sensitive
to the nature and size of the rental markets of the PHAs included in the study.
A study looking at a different sample of PHAs may well have reached a different
conclusion, as the shift from metropolitan area FMRs to SAFMRs naturally leads
to a net increase in the number of units renting below the applicable FMR in some
PHAs and a net decrease in other PHAs, depending on the distribution of rental
units, as noted above.

One factor driving the variation across PHAs in the change in number of units renting
below the applicable FMR is how the rent levels within a PHA’s jurisdiction differ
from rent levels within the broader metropolitan area on which its metropolitan area
FMR is based.

o For example, rent ratios in Long Beach are calculated using the median rent for
the much larger Los Angeles-Long Beach HUD Metro FMR Area. Although 3
of the 13 ZIP Codes in that PHA’s jurisdiction have higher rents (median more
than 110 percent of the Metro FMR Area median), these ZIP Codes have few
rental units (perhaps due to higher owner-occupancy rates). As such, there are
more than nine times as many rental units in the five ZIP Codes with lower rents
(median less than 90 percent of the Metro FMR Area median). Meanwhile,
only 13 and 9 percent of rental units are in lower-rent ZIP Codes in
Mamaroneck and Plano, respectively.

o These examples illustrate that, particularly for PHAs that operate in a small
portion of a metropolitan area, SAFMRs may be mostly above or mostly below
metropolitan area FMRs.

Actual Locations of HCV Holders Following Implementation of SAFMRs

Although SAFMRs are hypothesized to improve HCV holders’ access to units in higher-
opportunity areas, the actual experience could be influenced by a number of factors. These
factors include the decisions PHAs make in implementing the demonstration (such as their
choice of payment standards) and the responses of both landlords and HCV holders to the
changes in payment standards. HCV holders’ current circumstances may also play a role,
as moving to a higher-opportunity area may or may not fit with an HCV holder’s situation
at a given point in time.

Following the implementation of SAFMRs, HCV holders in the SAFMR PHAs
were more likely to live in higher-rent ZIP Codes than they had been prior to the
demonstration (22 percent in 2017 compared with 17 percent in 2010). In the
comparison PHAs, the percentage of households who lived in higher-rent ZIP
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Codes did not change—approximately 14 percent in both periods. So, we conclude
that the shift observed in the SAFMR PHAs was due to the introduction of SAFMRs.

o The changes in locations among the SAFMR PHA s also translated into
changes in access to opportunity (which is measured using poverty rate, school
proficiency, job proximity, and environmental quality). By 2017, 14 percent of
HCYV holders in the SAFMR PHAs lived in higher-opportunity areas compared
with 11 percent prior to implementation. In contrast, about 9 percent of HCV
holders in the comparison PHAs lived in higher-opportunity areas in both periods.

o Estimates from a differences-in-differences regression model indicate that HCV
households were about 10 percent more likely to move to a neighborhood with a
higher opportunity score as a result of the implementation of SAFMRs.

e An analysis of key subgroups finds that the overall findings are driven to a great extent
by households with children. The share of households with children who lived in higher-
rent ratio neighborhoods increased by 9 percentage points from 2010 to 2017.

o Differences-in-differences regression results indicate that HCV households with
children who move were 6.7 percentage points (from a baseline of about 30
percent) more likely to move following implementation of SAFMRs to a ZIP
Code that is at least a decile higher in the metropolitan area opportunity index
developed for this evaluation.

o Households with a head or co-head with a disability and households that include
a senior did not exhibit meaningful changes in the share living in higher-rent
neighborhoods. No significant changes were found for households headed or
co-headed by an adult with a disability or those with a senior household member,
nor were significant changes found in the comparison PHAs.

The study looked separately at the location patterns of new HCV holders and HCV holders
who were part of the program prior to SAFMR implementation and chose to move to a new
ZIP Code.

e The share of new HCV holders across all the SAFMR sites who located in higher-rent
ZIP Codes increased from 14 percent in 2010 to 19 percent in 2017. By contrast, there
was no significant change among comparison PHAs over this time period.

o The extent to which this share changed varied across SAFMR sites. Chattanooga,
Cook County, and Laredo showed substantial increases, and the other sites
showed little change over time.

o The increase in new HCV holders locating in higher-rent ZIP Codes translated
into greater access to opportunity. In 2010, of new HCV holders in the
demonstration sites, 9 percent located in higher-opportunity ZIP Codes.

This increased to 14 percent by 2017.

o Differences-in-differences regression results did not provide conclusive evidence
that new HCV holders following implementation of SAFMRs were more likely
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to move to higher-opportunity ZIP Codes. (While the coefficient indicates a small

increase, it is not statistically significant.)

It does not appear that SAFMRs are linked to a higher likelihood of moving into a new
ZIP Code. Overall, about 21 percent of HCV holders moved to new ZIP Codes in 2010,

prior to the implementation of SAFMRs; 16 percent moved in 2017, after
implementation. The decline in moving among comparison PHAs was similar, from
21 percent to 18 percent in the same time period.

However, among existing HCV holders who moved to new ZIP Codes in SAFMR PHAs,

the share moving to higher-rent ZIP Codes increased from 19 percent in 2010 to 31
percent in 2017, a statistically significant change. In other words, in 2017, almost
one-third of voucher households in the SAFMR PHAs who moved to a new ZIP
Code moved into a higher-rent ZIP Code. No similar trend was observed in the
comparison PHAs.

o The increased location to higher-rent ZIP Codes also translates into greater access

to opportunity. The share of recent movers to new ZIP Codes locating in higher-
opportunity neighborhoods increased from 10 percent in 2010 to 18 percent
in 2017.

These findings are confirmed by differences-in-differences multivariate
regression results. Adjusting for other factors, existing HCV holders who
move following implementation of SAFMRs were 5.8 percent more likely
(from a baseline of about 30 percent) to move to a ZIP Code that is at least a
decile higher in the metropolitan area opportunity index.

Program Costs and Rents

Average per-unit payment standards at SAFMR PHAs decreased moderately (by 2
percent) between 2010 and 2017 in inflation-adjusted (real) terms. However, this is
a result of a decline of 10 percent between 2010 and 2015 and an increase of 9
percent between 2015 and 2017.

o The declines in payment standards in the 2010-to-2015 period were a result of a

combination of an 18-percent decrease in the average payment standard of units
in lower-rent ZIP Codes and a 7-percent decrease in moderate-rent ZIP Codes,
which more than offset the 10-percent increase in higher-rent ZIP Codes.
Between 2015 and 2017, some PHAs raised their payments standards as a
percentage of the SAFMR, which moderated the overall decline in average
per-unit payment standards.

Much smaller changes were observed in the comparison PHAs, where payment
standards decreased by 2 percent across all rent categories between 2010 and
2015 and increased by 3 percent between 2015 and 2017, for an overall increase
of 1 percent.

SAFMRs appear to have had an impact on PHAs’ average Housing Assistance Payments
(HAP) to landlords. Similar to the changes described for payment standards, HAP
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decreased substantially between 2010 and 2015 (by 13 percent across SAFMR PHAs)
and recovered much of the decrease between 2015 and 2017 (increasing by 9 percent).
These shifts resulted in an overall decrease of 6 percent in average HAP payments from
2010 to 2017 (from an average of $741 to $699, both expressed in 2017 dollars). In
contrast, average payments to landlords decreased by about 4 percent in the comparison
PHAs between 2010 and 2015 and remained flat between 2015 and 2017.

The changes in average HAP payments to landlords in SAFMR PHAs between 2010 and
2015 resulted from a 21-percent decrease in payments in lower-rent ZIP Codes and an
increase of about 6 percent in higher-rent ZIP Codes. The decrease in lower-rent ZIP
Codes was slightly offset with an increase of 2 percent from 2015 to 2017 (but the
increase is not statistically significant). Meanwhile, average HAP increased dramatically
in higher-rent ZIP Codes, by 21 percent between 2015 and 2017.

o A very different pattern was observed in the comparison PHAs, where the
changes in HAP payments were similar across rent categories, with an overall
average decline of 2 percent in the lower-rent ZIP Codes and 4 percent in the
higher-rent ZIP Codes between 2010 and 2017.

In the SAFMR PHAs, HCV holder contributions to average monthly rent increased an
average of 18 percent (in real terms) between 2010 and 2015, then subsequently declined
for an overall 11-percent average increase between 2010 and 2017.

o Average HCV holder contributions to monthly rent increased the most in lower-
rent ZIP Codes, from $368 to $448, or 22 percent. The increase in average HCV
holder contributions to rent in higher-rent ZIP Codes was smaller, rising from
$423 to $469, or an 11-percent increase. These changes were partially offset by
subsequent declines in HCV holder rent contributions between 2015 and 2017
across all neighborhood types. However, average contributions remained $42
(11 percent) higher overall in 2017 than in 2010, after adjusting for inflation,
and $51 (14 percent) higher in lower-rent neighborhoods.

o A more muted pattern applied in the comparison PHAs, where HCV holder
contributions rose by about 9 percent between 2010 and 2015, with roughly
similar increases across all ZIP Code rent categories. These increases were
also somewhat offset by slight declines between 2015 and 2017, with family
contributions $26 (7 percent) higher in 2017 than in 2010.?

A number of differences between the SAFMR demonstration we evaluate in this report and the SAFMR Rule
that is currently being promulgated (as discussed in chapter 1) could cause additional PHA and HCV holder
cost impacts. For example, under the SAFMR Rule, PHAs are given the option to establish an administrative
policy that would hold harmless those families remaining in place from payment standard reductions that the
demonstration required at the family’s second annual recertification. In addition, in order to ensure that a
suitable number of units remain available during the transition to SAFMRs, the SAFMR Rule limits the annual
decrease in SAFMRs to no more than 10 percent of the area’s FMR in the prior fiscal year.
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Impacts on PHAs

The largest expenditures related to SAFMR implementation for most PHAs were
payments to vendors or information technology consultants to modify or adopt automated
systems capable of handling ZIP Code-level payment standards. SAFMR implementation
also required intensive staff efforts in several areas, including analyzing and setting ZIP
Code-level payment standards and training staff on how to explain and apply the new
payment standards.

Modest efforts were also required to deal with an increased number of contract rent
adjustments, communicating the SAFMR policy to landlords and HCV holders, and to
travel longer distances to conduct housing quality standard inspections as units became
more geographically dispersed.

Most PHAs concluded that the administrative costs and burden of implementing and
administering SAFMRs were justified by what they saw as the benefit to their HCV
holders of better access to higher-opportunity neighborhoods.

Impacts on HCV Holders

Interviews with HCV holders in the SAFMR demonstration sites found that the primary
factors motivating HCV holders’ decisions to move tended to be outside of their
control—such as being forced to leave by landlords, their rental unit becoming too
expensive (for example, because the landlord requested a rent increase or their voucher
size changed, making the rent too expensive), or selecting a less desirable unit to avoid
a newly issued voucher expiring—rather than factors reflecting an intentional decision
to move.

o Once the decision to move had been made, reasons for selecting specific units
included desire to be near family and other established networks, as well as
situations such as advanced age and/or disability.

o We also found HCV holders who took advantage of SAFMRs to try to move to
better neighborhoods. Among this group, the most commonly reported primary
factors in their decision on where to move were related to a desire for a
neighborhood providing greater opportunity, such as a good school district.

Awareness of SAFMRs varied depending on move history. Based on interviews with
HCV holders, households newly receiving a voucher after SAFMRs and existing voucher
holders who moved were much more likely to be aware of, and understand, the policy
than were existing voucher holders who did not move.

Impacts on Landlords

Slightly more than half of landlords interviewed reported that they were aware of
SAFMRs prior to the interview.

o After the introduction of SAFMRs, PHAs (with the exception of Long Beach)
generally did not make extensive additional efforts to recruit new landlords in
higher-opportunity areas. Several PHAs held briefings for landlords during the
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course of regular operations and one PHA reported specifically locating
these briefings in higher-opportunity neighborhoods in an effort to attract
those landlords.

o About half the landlords we interviewed who knew about the policy learned about
it from sources other than the PHA.

In areas where payment standards decreased, about half the landlords we interviewed
reported making a rent concession to reduce HCV holders’ rent burden, mainly because
they knew the HCV holders could not afford to pay more in rent and wanted to “help
them out” or because the landlord wanted to avoid a vacancy. Other landlords in areas
where the payment standard decreased reported making no rent concessions, and a small
number of these said they stopped renting some or all of their properties through the
HCYV program due to the reduced payment standard.
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1. About the Small Area Fair Market Rent Demonstration and Evaluation

1.1 Motivation for the Demonstration

HCVs theoretically offer HCV holders the chance to locate in neighborhoods with higher-
performing schools, lower poverty rates, and other characteristics and services associated
with opportunity for neighborhood residents. In practice, however, HCV holders frequently
concentrate in higher-poverty neighborhoods with limited access to such amenities. This is
particularly the case for HCV holders from racial and ethnic minority groups (Devine et al.,
2003; Galvez, 2010; McClure, 2008, 2011; Owens, 2012; Pendall, 2000).

The use of a single rent standard as the basis for determining the HCV subsidy level throughout
a metropolitan area is among the factors contributing to this concentration. That standard is the
Fair Market Rent (FMR) set annually by the U.S. Department of Housing and Urban
Development (HUD) for metropolitan areas (and nonmetropolitan counties), generally at the
40th percentile of rents of all units in that area occupied by renter households that moved to

the unit in the past 2 years.?

Rents tend to be higher in certain neighborhoods than others, and neighborhoods with higher
rents tend to have better access to amenities that provide opportunity. For this reason, using
a single metropolitanwide standard as the basis for setting the maximum subsidy available to
HCYV holders makes it difficult for them to access housing in areas of opportunity. Under an
FMR-based system, it is much easier for HCV holders to use vouchers in lower-rent areas
that generally also have fewer opportunities. (DeLuca, Garboden, and Rosenblatt, 2013;
Devine et al., 2003; Pendall, 2000).

Currently, the subsidy available to HCV holders is generally based on the FMR for each rental
unit size (number of bedrooms) for each metropolitan area. HUD publishes the metropolitan area
FMRs and provides public housing agencies (PHAs) with discretion to set the local payment
standard, which is used to calculate the maximum available subsidy, between 90 and 110 percent
of the FMR (unless HUD approves an exception). Policymakers have long been concerned that
payment standards that are set too low could impede HCV holders’ access to quality housing and
neighborhoods. Even when a PHA sets the payment standard at the maximum of 110 percent of
the FMR, generally many parts of the metropolitan area have gross rents (rent plus utilities)
above the payment standard and it is thus difficult or impossible for HCV holders to access.

At the same time, payment standards set too high could drive up subsidy costs and reduce the
number of families served.

Consequently, one of the central questions that HUD faces in administering the HCV program
is how to create a more effective means for HCV holders to move to higher-opportunity areas,

3 HUD created a program in 2001 designed to reduce concentration of HCV tenants. The program enabled FMRs
in some areas to be set at the 50th percentile of rents. With the promulgation of the SAFMR regulation, the use
of 50th percentile FMRs is discontinued. There will be three areas finishing their 3-year use of 50th percentile
FMRs in the FY 2019 FMRs.



without significantly raising overall subsidy costs. Answering that question is a primary
motivation for HUD’s Small Area Fair Market Rent (SAFMR) demonstration.

1.2 Design and Implementation of the Demonstration

HUD’s SAFMR demonstration tests an alternative approach to setting FMRs. In this alternative
approach, the metropolitan area FMRs are adjusted to account for differences in market rents
using a geographic area that is much smaller than the metropolitan area—the ZIP Code level—
to produce SAFMRs.

During the demonstration, HUD calculated SAFMRs by multiplying the metropolitan area FMR
by the ratio of the ZIP Code median rent to the metropolitan area median rent.* Therefore, if the
median rent in a ZIP Code is 25 percent higher (or lower) than the median in that metropolitan
area, the SAFMR for that ZIP Code will be 25 percent higher (or lower) than the metropolitan
area FMR. The more localized SAFMRs enable payment standards (which can now be set
between 90 and 110 percent of the SAFMR rather than the metropolitan area FMR) to vary
within a metropolitan area outside of the range currently permitted. HUD’s hypothesis is that,
because SAFMRs more accurately reflect the cost of rental housing in a given neighborhood,
this alternative approach would increase the pool of neighborhoods HCV holders can access
using vouchers relative to the pool defined by FMRs. SAFMRs are set by HUD once per year
and are effective at the beginning of the fiscal year, October 1st.

SAFMRs could lead to a greater share of HCV holders locating in higher-opportunity and
lower-poverty neighborhoods by providing them with subsidies adequate to make such areas
accessible and thereby reduce the number of voucher families that reside in areas of high poverty
concentration. A move to SAFMRs could also affect landlords’ interest in and awareness of the
HCV program. Higher payment standards in higher-cost ZIP Codes could attract landlords’
interest, whereas lower payment standards in low-cost ZIP Codes could discourage engagement
with the HCV program.

A move to SAFMRs would also affect the local PHAs that administer the HCV program.

It ultimately could alter the average amount PHAs pay landlords for the units they administer.
Households may respond to SAFMRs by more frequently moving to or selecting higher-cost
areas. This could increase a PHA’s per-unit voucher cost such that a PHA ultimately may not

be able to fund as many vouchers as before >. However, average costs may not increase due to

a corresponding reduction in costs associated with households renting in lower-cost areas. Moves

Since the demonstration ended, HUD has updated the calculation methods used in determining some ZIP Code
SAFMRs. Please see the FY 2018 FMR Federal Register notice (82 FR 41637) available at
huduser.gov/portal/datasets/fmr/fmr2018/FY2018-FMR-Preamble.pdf) for a complete description of the
methods used to compute SAFMRs.

Alternatively, the PHA may require additional funding from HUD to continue serving its baseline number of
HCYV holders.


https://www.huduser.gov/portal/datasets/fmr/fmr2018/FY2018-FMR-Preamble.pdf

to higher-opportunity neighborhoods could also lead to increases in HCV holders’ incomes,
increasing the amount the household pays in rent and mitigating increases in the subsidy amount.

In addition, a switch from voucher payment standards derived from FMRs to SAFMRs
would likely require PHAs to change their administrative processes and systems, particularly
at the initial stage.®

To test how SAFMRs may potentially affect a range of PHA types, HUD randomly selected five
PHAs for the demonstration that differed across various characteristics:

e Chattanooga Housing Authority, Tennessee (CHA).

¢ Housing Authority of Cook County, Illinois (HACC).

¢ Housing Authority of the City of Laredo, Texas (LHA).

e Housing Authority of the City of Long Beach, California (HACLB).
e Town of Mamaroneck Housing Authority, New York.

These PHAs were from distinct clusters of eligible PHAs that met a size threshold and
demonstrated administrative capacity to carry out the SAFMR program. The five PHAs in

the demonstration were recruited at random from clusters of eligible PHAs and accepted the
invitation to participate in the demonstration. The demonstration for the five PHA participants
started at the end of 2012 and ended on September 30, 2016.

1.3 Evaluation of the Demonstration

In 2015, HUD contracted Abt Associates to conduct an evaluation of the SAFMR
demonstration—examining whether and to what extent providing higher subsidies in ZIP
Codes where rents are higher and lower subsidies in ZIP Codes where rents are lower helps
HCYV holders to better access areas of opportunity. HUD requested that the evaluation also
examine how the switch to SAFMRs affects HCV holders and landlords, as well as HCV
subsidy and administrative costs.

1.3.1  Study Sample

In addition to the 5 PHAs that agreed to participate in the SAFMR demonstration, this study
includes 2 (of 12) PHAs from the Dallas, TX HUD Metropolitan Fair Market Rent Area
(HMFA) that have used SAFMRs since 2011 as a result of a legal settlement:

¢ Housing Authority of the City of Dallas.
e Housing Authority of Plano.

¢ We note that in designing the SAFMR demonstration, HUD provided participating PHAs with additional
funding intended to cover initial administrative costs.



Dallas is the largest of the PHASs in the Dallas metropolitan area. In contrast, the Plano PHA
serves a smaller number of HCV holders, and a smaller share of Plano’s HCV holders are
members of a minority group.

Appendix A-1 presents the process by which HUD selected the seven PHAs for the study and
the implication for interpreting our findings. In this report, we refer to this group of seven PHAs
collectively as the SAFMR PHAs. Exhibit 1-1 describes this group. For each, the exhibit also
presents selected PHA-level characteristics of its residents and the neighborhoods in which they
live, drawn from the 2011 Picture of Subsidized Households data. As the exhibit reflects, the
study includes a group of PHAs with a range of demographic and housing market characteristics.

Exhibit 1-1: Small Area Fair Market Rent Demonstration PHAs and Selected Characteristics

Average
HCV
Tract
Two- Income Single-
Bedroom | (Percent of | Minority/ | 62+ Years Tract Family
HCV FMR 2012 Local Hispanic Oild Minority Owner
PHA Name (Cluster) Units ($) Median) (Percent) | (Percent) | (Percent) | (Percent)
Chattanooga Housing 3,183 628 21 82/2 15 54 48
Authority (5)
Housing Authority of 12,622 958 21 83/3 18 58 52
Cook County (6)
Laredo Housing Authority | 1,368 696 25 100/99 20 95 46
of the City of Laredo (2)
City of Long Beach 6,556 1,447 20 88/11 23 83 17
Housing Authority (7)
Town of Mamaroneck 647 1,580 21 54/22 32 39 32
Housing Authority (4)
Housing Authority of the 18,525 868 21 94/5 17 67 44
City of Dallas (5/6)
Housing Authority of 908 868 25 65/3 29 39 50
Plano

FMR = Fair Market Rent. HCV = Housing Choice Voucher. PHA = public housing agency.
Notes: Average HCV income (as a percent of local median), minority and Hispanic percent, and percent 62 years old
plus are average characteristics of HCV holders. Tract minority percent is defined as “minorities as a percentage of total
population in the census tract where HUD-assisted families reside.” Tract single-family owner percent is defined as the
“percentage of households that are owner and occupants of single-family detached homes in the census tract where

HUD-assisted families live.”

Sources: Clusters determined by HUD for Small Area Fair Market Rent demonstration, except Dallas and Plano, which
are assigned to a cluster based on their characteristics; descriptive data from the 2011 Picture of Subsidized Households

PHA-level data

To examine the effects of SAFMR on these seven PHAs in our quantitative analysis of HUD
administrative data, we take advantage of HUD’s approach to recruiting PHAs to participate

in the demonstration. Specifically, we form a comparison group of the HCV holders in all of the
PHAs who were both eligible to be recruited into the demonstration and in the same recruitment
cluster as one of the five PHAs randomly included in the demonstration from the group. We
refer to this set of 138 PHAs as comparison PHAs in the analysis in chapters 5 and 8. Further
details of this approach are included in chapter 3, which details the evaluation methods and

data sources.




1.3.2 Research Questions

We organize the key policy questions prompting this study into two categories: (1) the
impacts of SAFMRs on HCV holders, and (2) the fiscal and administrative impacts of
SAFMRs on PHAs.

The effects of SAFMRs on HCV holders and on administering PHAs is the primary focus of this
evaluation. Examining landlord awareness and perceptions of the change (research question 1d
in the following) is also important, however, because it likely affects both HCV holders and
PHAs. Landlords’ willingness to accept HCVs affects HCV holders’ ability to use vouchers.
PHAs also have significant interactions with landlords in setting and negotiating rental contracts
that may be affected by changing to SAFMRs. We interviewed landlords and residents in Phase
2 of our research.

1. What are the impacts of SAFMRs on HCV holders?

a. What is the potential of SAFMRSs to increase access to opportunity and integrated
neighborhoods for HCV holders? That is, how does the number of units with rents below
SAFMRs in higher-rent neighborhoods compare with the number below metropolitan
area FMRs? How do differences in the number of units with rents below the SAFMR
and with rents below the FMR relate to measures of neighborhood opportunity and
other neighborhood characteristics? How does this potential vary across metropolitan
areas with different housing markets?

b. Did changing to SAFMRs increase existing HCV holders’ likelihood of moving to
higher-opportunity or more-integrated neighborhoods? Were new HCV holders more
likely to locate in higher-opportunity neighborhoods under SAFMRs than under
metropolitan area FMRs? How did the characteristics of HCV holders’ neighborhoods
change after adoption of SAFMRs?

c. How did the change to SAFMRs affect HCV holders’ experience with the HCV
program? What effects did the change have on tenants’ rent burdens? Did tenants
understand how the change affected their housing options? What were tenants’
perception of the change? Did the change to SAFMRs influence HCV holders’ success
in using vouchers to rent units?

d. To what extent were landlords, both those participating in the HCV program and
potential new participants, aware of the change in the HCV program? How did
landlords perceive the change?

2. What are the fiscal and administrative impacts of SAFMRs on PHAs?
a. What are the implications for subsidy costs and ongoing administrative expenses?

b. What were the financial and human costs of the one-time transition from metropolitan
area FMRs to SAFMRs? How did the change affect PHA interaction with HCV holders
and potential holders? How did the change affect PHA interaction with landlords?

An interim report published in 2017 provided initial responses to these questions.
Those responses have been extended and updated for this final report.



1.4 Differences between the Demonstration and SAFMR Rule

In November 2016, HUD issued a Final Rule (81 FR 80567) establishing the required use
of SAFMRs in selected metropolitan areas. The Final Rule is in effect as of January 2018.

This evaluation examines the five PHAs in the SAFMR demonstration and two PHAs from
the Dallas, TX metropolitan area for the period before the SAFMR rule was implemented.

The criteria used to select SAFMR areas for the demonstration and the conditions under which
SAFMRs are used differed in several key ways from the process for selecting areas required
to use SAFMRs and the conditions imposed under the Final Rule.

Though participation in the SAFMR demonstration was voluntary, PHAs operating in areas
selected through the Final Rule are required to use SAFMRs. Entire FMR areas, rather than
individual PHAs, must use SAFMRs under the rule.

The criteria for selecting areas for mandatory SAFMR use were also stricter. Under the
Demonstration, PHAs were grouped by demographic and economic factors into clusters

and randomly selected. The PHA could refuse to participate, but only one PHA per cluster

was allowed to participate. PHAs could not be a troubled agency and Moving to Work (MTW)
agencies were specifically excluded. Under the SAFMR Rule, not only is every PHA in an FMR
area required to participate, but the factors determining those areas required to use SAFMRs

are generally stricter, and MTW agencies are not excluded from participation.

The requirements for the SAFMR areas under the Final Rule are listed below:

1. Small FMR areas, defined as those with fewer than 2,500 vouchers in use in the FMR area,
were excluded from consideration.

2. To ensure that there are sufficient numbers of rental units available in neighborhoods with
rents higher than the top of the payment standard “basic range” around the area FMR, at
least 20 percent of a metropolitan area’s rental units must be in ZIP Codes with SAFMRs
greater than 110 percent of area FMR.

3. Atleast 25 percent of the voucher families in the FMR area, relative to all renters in the
FMR area, live in concentrated low-income areas (CLIAs). A CLIA is defined as those
census tracts in the metropolitan FMR area with a poverty rate of 25 percent or more; or any
tract in the metropolitan FMR area where 50 percent or more of the households earn incomes
at less than 60 percent of the area median income (AMI) and are designated as Qualified
Census Tracts in accordance with section 42 of the Internal Revenue Code (26 USC 42).

4. Only areas where the concentration of voucher tenants in CLIAs exceeded national averages
were considered for the SAFMR Rule. This means the percentage of voucher holders living
in CLIAs relative to all renters within CLIAs over the entire metropolitan area exceeds 155
percent (or 1.55). This can be interpreted to mean that voucher holders are 55 percent more
likely to live in CLIAs than renters in general.



5. In order for the rental housing market to function in an orderly manner, there needs to be an
ample supply of available vacant units, so the Final Rule established a vacancy threshold of
4 percent.

As part of the rulemaking, HUD capitalized on provisions within section 107 of the recently
enacted Housing Opportunity Through Modernization Act (HOTMA) to implement tenant
protections that were not available to demonstration PHAs. Under the SAFMR Rule, PHAs
are given the option to establish an administrative policy that would hold harmless those
families remaining in place from payment standard reductions that were currently required at
the family’s second annual recertification if the family’s payment standard falls outside of the
basic range as the result of a decrease in FMRs (including a decrease in FMR attributable to
the implementation of SAFMRs). This will be done without requiring individual exception
payment standard requests.

The SAFMR rule provides PHAs with the option to establish a new payment standard for
families under Housing Assistance Payment (HAP) contract between the full hold harmless
option provided under HOTMA and the new payment standard based on SAFMR values.
Under this option, the PHA would have greater flexibility than what is afforded under HOTMA
(which essentially requires the PHA to either hold the in-place families completely harmless or
transition them to the new payment standard). This policy allows the PHA to still achieve some
budgetary flexibility by reducing the payment standard for families under HAP at the second
reexamination, while ensuring the reduction in subsidy is modest and does not place families

at risk of displacement.

Finally, in order to ensure that a suitable number of units remain available during the transition
to SAFMRs, the SAFMR Rule limits the annual decrease in SAFMRs to no more than 10 percent
of the area’s FMR in the prior fiscal year (FY). That is, the current FMR may be no less than 90
percent of the area’s FMR in the previous fiscal year. This 10 percent floor, which was first
implemented in the FY 2017 FMRs, was not in place for demonstration PHAs.

1.5  Structure of This Report and Introduction to Key Methodology

The following is an overview of the structure of this report, along with introductory notes about
some of the principal methodological approaches used.

Chapter 2. Hypothesized Impacts on Housing Choice Voucher Holders and Public Housing
Agencies. This chapter presents a discussion of the hypothesized impacts of the move to
SAFMRs.

Chapter 3. Evaluation Data and Methodology. This chapter describes the data and
methodology used in this evaluation. The data collection and analysis for this study occurred in
two phases. The first phase, which was the source of information for the interim report, included
an initial analysis of secondary data for the years 2009 through 2015, as well as information
collected during one site visit to each of the seven SAFMR PHAs in May and June 2016 to
gather data for the analysis of implementation and administrative costs.



For this final report, we updated the analysis of secondary data with 2016 and 2017 data.

We also conducted a second round of site visits in November and December 2016 to each

of the seven SAFMR PHAs. The second round of site visits focused on how HCV holders and
landlords had experienced the change to SAFMRs and included in-person interviews with a
sample of 59 HCV holders and 34 landlords. As part of the site visits, we conducted follow-up
discussions with PHA executive directors and/or HCV program directors to update the
information gathered during Phase 1 site visits about PHAs’ experience with implementation
and administration of SAFMRs, including costs. This final report combines and synthesizes
data from both phases of the project.

Chapter 3 also provides additional detail on the data we use and aspects of our analysis approach.
Notably, to inform a determination of the extent to which neighborhoods provide opportunity,
we have separately included measures of poverty rates, school quality, access to jobs, and
environmental quality. We have created an overall composite index of opportunity using these
neighborhood characteristics. We did not factor in crime rates because we were unable to find

a comprehensive metric.” We have relied on a combination of census and administrative data
and, where possible, on the nationally available metrics that HUD includes in its Affirmatively
Furthering Fair Housing Assessment Tool.

Chapter 4. Changes in Housing Choice Voucher Holders’ Potential Access to Higher-
Opportunity Neighborhoods. This chapter assesses the potential of SAFMRs to increase access
to opportunity by comparing the share of all units renting below SAFMRs with the share renting
below FMRs across characteristics of neighborhoods in the service areas of the SAFMR PHAs
and comparison PHAs. In this analysis, we examine the extent to which shifting to SAFMRs
would increase the share of rental units available to HCV holders in higher-rent areas—finding
that they do in fact have the potential to achieve this outcome.

To classify neighborhoods, we use the ZIP Code rent ratio—the ratio of the ZIP Code median
rent to the metropolitan area median rent. HUD uses this ratio in calculating SAFMRs, which are
each ZIP Code’s rent ratio multiplied by the metropolitan area FMR (subject to a maximum cap
of 150 percent of the metropolitan area FMR and a minimum floor of the state nonmetropolitan-
area minimum).® For clarity of presentation, we group ZIP Codes into three categories, reported
in percentage terms: lower-rent ZIP Codes with rent ratios below 90; moderate-rent ZIP Codes
with rent ratios between 90 and 110; and higher-rent ZIP Codes with rent ratios greater than 110.

We explored the possibility of using data on property and violent crime rates for the analysis. As anticipated,
crime data are not available for all the SAFMR PHAs or across all the PHA service areas. In reviewing draft
analyses, we determined that this pattern of available data was confounding results for the crime measures.
Additionally, within-city neighborhood comparisons using crime data sources available across geographies may
not be reliable (see https://ucr.fbi.gov/a-word-about-ucr-data). As such, we do not include the analysis of crime
data in our evaluation report.

In our data analysis, we do not repeat HUD’s analysis of the special tabulations of American Community
Survey data needed to calculate the ratio of the ZIP Code median rent to the metropolitan area median rent.
Rather, we calculate rent ratios by inverting the formula used to calculate SAFMRs. That is, we determine a ZIP
Code’s rent ratio as the two-bedroom SAFMR divided by the two-bedroom metropolitan area FMR.


https://ucr.fbi.gov/a-word-about-ucr-data

We then show that the rent ratio is strongly correlated with measures of neighborhood
opportunity—poverty rate, school quality, access to jobs, environmental quality—and
the overall composite index of opportunity combining the four measures.

We complete our analysis of the potential of SAFMRs to increase access to opportunity

by examining the extent to which SAFMRs lead to increases in the number of units affordable
to HCV holders in higher-opportunity areas. To measure whether SAFMRs increase the number
of units affordable to HCV holders in higher-opportunity areas, we compare the share of units
renting below SAFMRs with the share renting below FMRs for neighborhoods with lower

and higher levels of the neighborhood opportunity measures.

Chapter 5. Impacts of Small Area Fair Market Rents on Housing Choice Voucher Holder
Locations. This chapter provides an assessment of the observed effect of adoption of SAFMRs
on location and relocation outcomes of both new and existing HCV holders. In this section,

we follow the same structure of analysis used for the potential effect of adoption of SAFMRs.
Now, instead of reporting the share of al/l rental units with rents below SAFMRs and FMRs,

we report the actual shares of HCV holders using vouchers across neighborhoods with different
neighborhood rent ratios, neighborhood opportunity measures, and neighborhood characteristics.

Chapter 6. HCV Holder and Landlord Experience with SAFMRs. This chapter discusses
how the shift to SAFMRs affected both HCV holders and landlords based on the interviews
conducted during the second phase of site visits, as well as information from PHAs regarding
their perceptions of the impacts on HCV holders and landlords.

Chapter 7. Administrative Impacts of Small Area Fair Market Rents on Public Housing
Agencies. This chapter focuses on the impacts of the transition to SAFMRs on affected PHAs—
in particular, the time and expenses associated with implementing the demonstration and effects
on workloads and processes. It also discusses the impacts on PHAs’ administrative costs,
including one-time transition costs and any ongoing costs.

Chapter 8. Fiscal Effects of Small Area Fair Market Rents on Public Housing Agencies,
Housing Choice Voucher Holders, and Landlords. In this chapter, we summarize the observed
changes in rents following introduction of SAFMRs, including HAP costs, rents to landlords,
and tenant contributions to rents. To answer the questions relating to costs, we use both existing
data and data collected specifically for the study. We compare the change in HAP costs over
time for SAFMR sites with the change for comparison sites, using HUD’s Public and Indian
Housing Information Center (PIC) data. We also use qualitative data collected during site visits
to provide context for changes in HAP costs, including events other than the introduction of
SAFMRs that could have affected HAP costs.



2. Hypothesized Impacts on Housing Choice Voucher Holders and

Public Housing Agencies

This section presents hypothesized impacts on HCV holders of moving to SAFMRs.

This is followed by a discussion of potential impacts on PHAs.

2.1  Hypothesized Impacts of SAFMRs on HCV Holders

This section presents hypothesized impacts on HCV holders of using SAFMRs, organized

by the research questions introduced in the section titled Evaluation of the Demonstration.
First, we review the potential for SAFMRs to affect where HCV holders live, looking at the
difference in affordability of units across neighborhoods with differing levels of opportunity
under SAFMRs versus metropolitan area FMRs. Then we discuss how SAFMRs may affect
where HCV holders actually live. We consider how this response might directly affect rents
and access to opportunity. Finally, we discuss how HCV holders may perceive and experience
the shift to SAFMRs. This includes a discussion of the role of landlords in the HCV program,
and it considers how their possible reactions to the shift to SAFMRs might affect HCV holders.

21.1 Potential for SAFMRs to Affect Location and Relocation of HCV Holders

SAFMRs are expected to change the permissible range
for payment standards across ZIP Codes within a
metropolitan area.’ This change is the primary
mechanism through which SAFMRs might alter HCV
holders’ access to and locating in higher-opportunity
neighborhoods. However, the extent of this change
depends on the variation in rents across a metropolitan
area and how a PHA establishes payment standards—
for both metropolitan area FMRs and SAFMRs.

Our first hypothesis is that using SAFMRs instead of
metropolitan area FMRs to determine payment standards
will substantively increase HCV holders’ ability to rent
units in higher-opportunity neighborhoods.

Two factors affect whether HCV holders can
successfully use vouchers in a particular neighborhood.
The first is the supply of rental units in the neighborhood
renting at or below the SAFMR payment standard. The
second is the willingness of neighborhood landlords to

Research Question 1a

What is the potential of
SAFMRs to increase access
to opportunity and integrated
neighborhoods for HCV
holders? That is, how does
the number of units with rents
below SAFMRs in higher-rent
neighborhoods compare with
the number below
metropolitan area FMRs? How
do differences in the number
of units with rents below the
SAFMR and with rents below
the FMR relate to measures of
neighborhood opportunity and
other neighborhood
characteristics? How does this
potential vary across
metropolitan areas with
different housing markets?

Collinson and Ganong (2015) and Geyer (2017) provide helpful, more formal analyses of the potential for

SAFMRs (or the calculation of FMRs at other small geographies) to change tenant location outcomes. Collison
and Ganong’s indepth analysis includes a finding that “tilting” the rent ceiling in a geography, by such means as
introducing SAFMRs, may be effective in increasing the quality of neighborhoods in which HCV holders live.
Geyer estimates an empirical housing demand model and, through a simulation, determines that a shift to tract-
level FMRs would substantially increase the quality of neighborhoods chosen by HCV holders.
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participate in the HCV program. We address the first factor here and the second factor in a
subsequent discussion on landlords.

In general, the basic rule PHAs use to set payment standards is the same under metropolitan area
FMRs and SAFMRs—payment standards must fall between 90 and 110 percent of them, except
that the starting FMR is at the metropolitan area geography under FMRs and at the ZIP Code
under SAFMRs. Exhibit 2-1 depicts the hypothesis that under SAFMRs, fewer units should be
available to HCV holders in lower-rent neighborhoods, and more units should be available in
higher-rent neighborhoods than with metropolitan area FMRs. Exhibit 2-1 is a graph of the
expected relationship between the share of units in a ZIP Code that are available with an HCV
and the median rent in the ZIP Code under both SAFMRs and a metropolitan area FMR.!°

The line showing the relationship between the share of units available and ZIP Code rents is
steeper under a metropolitan area FMR and flatter under SAFMRs (because SAFMRs vary
based on the ZIP Code median rent). A greater share of units within a ZIP Code are available

in ZIP Codes with lower rents under metropolitan area FMRs than under SAFMRs, and a smaller
share of units within a ZIP Code are available in ZIP Codes with higher rents under metropolitan
area FMRs than under SAFMRs. The lines cross where the rent ratio equals 1, and the SAFMR
equals the metropolitan area FMR. This flattening of the share of units that are available under
SAFMRs should influence where HCV holders can live in multiple ways. It changes the
composition of units that are available to new HCV holders or existing holders who move.

Also, some units (in areas where SAFMRs are lower than metropolitan area FMRs) will no
longer be available to existing HCV holders after the full phase in of SAFMRs. Some units
where HCV holders already live could be among those that are no longer available.!!

A number of factors combine to determine the share of units which HCV holders could rent in a ZIP Code
under FMRs and SAFMRs. These include how PHAs set payment standards between 90 and 110 percent of
SAFMR and FMR, and whether households choose to spend more than 30 percent of income to rent a particular
unit. We use the share of units with rents below the FMR and SAFMR as a proxy for the share of units available
to an HCV holder in our analysis.

The exhibit shows a linear approximation of the relationship between the metro median and share of units
available with an HCV. The actual relationship will include nonlinear features, especially for very low and very
high values of ZIP Code median rent. This is because SAFMRs are set to at least the state nonmetropolitan
minimum and are capped at 150 percent of the HUD Metro Area FMR. Therefore, all units in the lowest-rent
ZIP Codes (where rents are below this floor) would rent for less than the SAFMR, and ZIP Codes with very
high rents could exist where no units rented below the SAFMR.
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Exhibit 2-1: Hypothesized Neighborhood Share of Units Available Under SAFMRs and
Metropolitan Area FMRs

100%
S
N\

Share of units in ~

ZIP Code available S N

with HCV N

'—'A\—-—. SAFMRs
N\
N\

~ Metro FMR

Metro Median

Median rent in ZIP Code

FMR = Fair Market Rent. HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.

The exhibit also highlights that the expected effect of SAFMRs within a given neighborhood
will depend on the ZIP Code rent level. Where the ZIP Code median rent is lower than the
metropolitan area median rent, the rent ratio will be less than one, and SAFMRs will reduce
the share of units available to HCV holders. Where the ZIP Code median rent is similar to the
metropolitan area median rent, SAFMRs do not change the number of units that are available.
Where the ZIP Code median rent is higher than the metropolitan area median rent, a larger
share of units will be available under SAFMRs.

Another factor that will determine whether a good selection of rental units is available in
neighborhoods under SAFMRs is the relative number of rental units in ZIP Codes with median
rents below and above the metropolitan area median rent. If fewer rental units are in higher-rent
ratio ZIP Codes than in lower-rent ratio ZIP Codes, the total number of units with rents falling
below the SAFMR-based payment standards will be lower than the total number falling below
the FMR-based standards. The correlation between opportunity and neighborhood rent levels
determines the extent to which this change in the share of units available to HCV holders
increases the potential for HCV holders to access higher-opportunity neighborhoods.

The assumption that areas with higher rents also have greater access to opportunity is the

basis of the SAFMR demonstration and HUD’s interest in moving to SAFMRs.

HUD defined opportunity areas as places with greater access to employment and transportation
and better educational opportunities (Federal Register, 2010). This evaluation uses the following
quantitative measures of neighborhood opportunity: poverty rate, school proficiency,
employment access, and environmental quality. We explored the possibility of including access
to transportation in our neighborhood opportunity index. Data on this indicator are not
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available across all the SAFMR PHAs. Where data are available, they are highly correlated
with employment access. We did not factor in crime rates because we were unable to find a
comprehensive metric. We, therefore, omitted these indicators from our analysis. Chapter 3
details the included measures.

In light of the factors previously noted, some PHAs (more than others) may experience a greater
potential impact of a shift to SAFMRs on the ability of HCV holders to access higher-rent and
higher-opportunity areas. The change in the share of units available to HCV holders will depend
on the existing rent dispersion across ZIP Codes. In general, areas with greater dispersion in
rents across neighborhoods within a PHA’s jurisdiction will have a greater potential for
SAFMRs to affect access to higher-opportunity neighborhoods. By contrast, if most ZIP Codes
have a median rent that is close to the metropolitan area median rent, rent ratios will be close

to 1, so SAFMRs (calculated as rent ratio multiplied by FMR) will be close to metropolitan area
FMRs. In this case, the number of units available to HCV holders will be similar under SAFMRs
and metropolitan area FMRs.

Additionally, how PHAs exercise the latitude they have to set payment standards within 90 and
110 percent of the FMR and the extent to which HUD grants them exceptions under FMRs for
payment standards outside the basic range may also create differences in the impacts of moving
to SAFMRs.

Our analysis of the potential impact of a shift to SAFMRs will document variation in
how SAFMRSs affect the share of units affordable across all PHAs in our analysis sample.'?

212  Observed HCV Holders’ Locations and Relocations Research Question 1.b
Our next hypotheses are about how SAFMRs will actually *  Did changing to SAFMRs
affect HCV holders’ decisions about where to live. increase existing HCV
o . . holders’ likelihood of moving
We anticipate that some HCV holders, including both to higher-opportunity or
new HCV holders and existing holders, will respond to the more integrated
i fhich t standards in hich ctunit neighborhoods? Were new
option of higher payment standards in higher-opportunity, HCV holders more likely to
higher-cost neighborhoods and lower payment standards in locate in higher-opportunity
: : : : neighborhoods under
areas w1th lovyer median rent's by thlng to use their SAEMRs than under
vouchers in higher-opportunity neighborhoods. metropolitan area FMRs?
Chapter 4 examines the following specific hypotheses: How did the characteristics
of HCV holders’
: : 1 : f ot neighborhoods change after
e The 1ntroduct’10p of SAFMRs wa increase existing adoption of SAFMRS?
HCYV holders’ likelihood of moving both to take

advantage of higher subsidies in higher-opportunity

12 Each of the five demonstration PHAs was selected from a different PHA cluster. These clusters were

determined prior to selection based on the number of vouchers, FMR levels, and share of working-age heads of
household among HCV holders. As such, we do not anticipate having variation across SAFMR metro areas in
preexisting rental patterns to empirically test how differences in potential impact across SAFMR metro areas
are related to observed HCV holders’ location and relocation decisions.
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areas and to leave units where subsidies are decreased as a result of the lower payment
standards.

e Due to the introduction of SAFMRs, HCV holders who move will be more likely to
move to higher-opportunity neighborhoods.

e Due to the introduction of SAFMRs, new HCV holders will be more likely to initially
locate in higher-opportunity neighborhoods.

e Fewer HCV holders will live in areas with lower opportunity measures as a result
of SAFMRs.

Ultimately, we also anticipate that living in higher-opportunity neighborhoods will result in
longer-term improvements in outcomes for HCV holders and particularly for their young
children. We note these potential longer-term effects here, although these longer-term effects
are beyond the data and timing limits of this evaluation.

e Adult HCV holders may see improvements in education outcomes, employment, and
earnings from exposure to neighborhoods with better access to jobs and higher levels
of education. (This evaluation will not examine these outcomes.)

e Recent research determined that young children in families that were in the treatment
group in the Moving to Opportunity demonstration had significantly improved college
attendance rates and earnings in young adulthood (Chetty, Hendren, and Katz, 2016).
Children in families who move to higher-opportunity neighborhoods because of SAFMRs
could experience similar benefits. (This evaluation will not examine these outcomes.)

e Long-term health outcomes improved for households that moved to lower-poverty
neighborhoods in the Moving to Opportunity experiment (Ludwig et al., 2011). HCV
holders induced to live in higher-opportunity neighborhoods through SAFMRs may
also experience these benefits. (This evaluation will not examine these outcomes.)

Other factors exist beyond the financial incentives of varying payment standards that influence
the extent to which these hypotheses will hold. For example, HCV holders’ preferences for
neighborhoods may or may not align with neighborhoods that have higher levels of opportunity
as defined by HUD and this study. In addition, some key determinants of household location
choices might work against locating in higher-opportunity neighborhoods. These include
landlords’ willingness to participate in the HCV program and accept vouchers and HCV
holders’ ties to extended family and community in neighborhoods where they currently reside.

Analysis of Key Subgroups

As noted above, the potential for improved long-term benefits to children of living in higher-
opportunity neighborhoods is one of the motivations for implementing SAFMRs. However,
reducing the amount of subsidy available to households in lower-rent ZIP Codes may have
disproportionately adverse impacts on HCV-holder households that either include seniors or
with a head or co-head of household with a disability. These households likely would have more
difficulty moving and have fixed sources of income. Because of the possibility of differences in
the impact of SAFMRs for these groups, we focus on HCV holders in three key subgroups—
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households with children, households with seniors (age 62 and older), and households with a
head or co-head with a disability. We include separate analyses for these groups in chapters 4, 5,
and 8, and we focused our tenant recruitment efforts to collect data from these households as
part of the primary data we analyze in chapters 6 and 7.

213  HCV Holders’ Experience with the Program

A successful move to a higher-opportunity area Research Question 1.c
requ‘lre.s a mo.tlvaj[ed HCYV holder who 1§ aple to find a e How did the change to
qualifying unit with affordable rent, a willing landlord, SAFMRs affect HCV holders’
and a PHA that is able to complete unit approval and exper ien;:e with the HCV
rental activities promptly and effectively. HCV holders’ program? What effects did it

. . ) have on tenants’ rent
experience with the program also will depend on burdens? Did they understand
landlords’ responses. Therefore, an HCV holder’s how the change affected their

: , , e
experience with the program and the subsequent housing options? What were

. . L. their perceptions of the

perceptions will be affected by a combination of change? Did the change to
personal circumstances and priorities, the ability SAFMRs influence HCV
of the PHA to execute, and the landlord’s behavior. holders’ success in using

vouchers to rent units?

Personal Circumstances and Priorities

The goal of SAFMRs is to make more units in higher-opportunity areas available to HCV
holders. Access to units in neighborhoods that were previously out of reach may be attractive
to HCV holders who are dissatisfied with their current neighborhoods or units but were unable
to find alternative affordable housing.

At the same time, the goal of moving to a higher-opportunity area may or may not be in sync
with an HCV holder’s situation at a given point in time. Although affordability is a primary
concern, tenant behavior is often driven by other social, emotional, or logistical factors,
including hesitation to switch their children’s schools (DeLuca and Rosenblatt, 2010),

fear of the unknown (for example, not knowing the area or fearing rejection) (Charles, 2006), or
lack of information about the benefits of opportunity neighborhoods (Darrah and DeLuca, 2014).

Even for HCV holders who are eager to move, issues such as the cost of moving, including
security deposits and first and last month’s rent, can be significant barriers. Many lower-income
families also understand the bang-for-the-buck trade-off they face when searching for housing.
They can find cheaper units with more bedrooms or more amenities in higher-poverty areas,
which may accommodate their families’ needs for space and amenities (Rosenblatt and
DeLuca, 2012; Wood, 2014). To assess the impact of SAFMRs, it is important to understand
these additional influences on HCV holders’ decision making.

PHA Execution

PHA actions can have large impact on an HCV holder’s overall success with the program and
particularly with mobility initiatives. The concept of payment standards is difficult for some
HCYV holders to grasp, even when only one payment standard exists per bedroom size. The
PHA’s success in explaining the opportunities presented by SAFMR, the impact that multiple
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payment standard areas have on the HCV holder’s options, and how much an HCV holder will
pay could have a significant influence on outcomes.

The PHA’s decisions regarding payment standards also could factor into HCV holder success
rates. [f PHAs are concerned about having sufficient funding and use flexibility to keep payment
standards lower than the market, HCV holders may not be able to access some higher-
opportunity areas. In addition, SAFMRs may attract landlords in higher-opportunity areas

who have higher expectations for the PHA’s customer service and timeliness in inspecting

and approving units or negotiating rent based on the PHA’s exercise of the rent reasonableness
standard. The PHA’s ability to respond will be an important factor in HCV holders’ success.

Landlords’ Response

The market response likely will be based, in part, on the extent to which the SAFMRs and
the resulting payment standards actually provide sufficient funding that will make it possible
for HCV holders to rent units in higher-opportunity areas. Although landlords in lower-cost
neighborhoods may consider lowering (or not increasing) rent to retain a good tenant, it is
less likely that landlords in higher-opportunity areas will make rent concessions.

However, landlords are not required to participate in the HCV program in most jurisdictions,
so the success of SAFMRs in enabling HCV holders to access higher-opportunity areas will
depend on landlords’ willingness to participate in the program. Discrimination, actual and
perceived, will also affect whether HCV holders seek, find units, and remain in higher-
opportunity areas, particularly because landlord discrimination is common in higher-rent
neighborhoods (Galiani, Murphy, and Pantano, 2012). Also, evidence shows that some
landlords more aggressively market units to HCV holders when the units are in higher-
poverty neighborhoods (Rosen, 2014).

The combination of these forces—HCV holders’ personal circumstances and priorities, PHASs’
ability to execute, and landlords’ responses—will interact to shape the impacts on HCV holders.
In the interim report, we described aspects of HCV holder experiences with the program based
on interviews with the PHAs and an analysis of administrative data. In this final report,

we include additional qualitative measures of impact based on interviews with HCV holders
and landlords and additional analysis exploring the quantitative findings.

2.2 Hypothesized Impacts of SAFMRs on PHAs

The switch to SAFMRs will affect both HAP contract costs (the level of rent subsidy)
and administrative costs.

SAFMRs are likely to affect PHAs in several ways. First, they will likely cause impacts on

the subsidy costs per voucher. PHAs have fixed budgets for vouchers during any particular year,
so increases in subsidy costs will reduce the number of households that can be served (or require
additional funding from HUD to serve the same number of households). Decreases in subsidy

16



costs will increase the number of households (or require Research Question 2

less funding). We hypothesize that per-unit subsidy costs e a What are the fiscal and

will decline in some neighborhoods and increase in others. administrative impacts of
The net effect on per-unit subsidy costs will depend on how SAFMRs on PU_Q/I'C?
successful SAFMRs are in deconcentrating HCV holders housing authorities
] ] e b. What are the
from higher-poverty, lower-rent neighborhoods. implications for subsidy
) o ) o costs and ongoing
SAFMRs will also alter some administrative responsibilities administrative expenses?
of PHAs. Some changes are one-time costs associated with * . Whatwere the
implementing SAFMRs, such as adapting the PHAs’ financial and human costs
of the one-time transition
SyStemS Ofl"ecord (the set Of automated tOOlS that that from metropolitan area
maintain HCV program and participant information) to take FMRs to SAFMRs? How
: : did the change affect
multiple payment standards into a.ccount. Other change§ PHA interaction with HCV
may be recurring, such as answering HCV holder questions holders and potential
about applicable rents in multiple locations. The net effects holders? How did the

change affect PHA

are unclear, although we anticipate that at least short-term intoraction with landlords?

costs will increase. For example, determining payment

standards that reflect ZIP Code-level SAFMRs may be

a more complex process than determining payment standards using a single metropolitan area
FMR. The demands on PHAs of this added complexity might be partially offset for a PHA that
previously designated multiple payment standard areas through exception requests to HUD,

as the flexibility of SAFMRs reduces the administrative complexity of setting payment standards
above 110 percent of the metro-area FMR.

In this section, we first discuss the hypothesized impacts of SAFMRs on subsidy costs. Then
we consider the potential impacts on PHAs in terms of ongoing administrative expenses and the
one-time transition from metropolitan area FMRs to SAFMRs.

221 Implications for Subsidy Costs

In some ZIP Codes, SAFMRs are lower than metropolitan area FMRs. In others, SAFMRs are
higher. The formula for SAFMRs adjusts FMRs to the ZIP Code level, based on how the median
rent in each ZIP Code compares with the metropolitan area median rent. The motivation for the
SAFMR demonstration is that currently a disproportionate share of HCV holders live in ZIP
Codes where median rents are below the metropolitan-wide median. With a decline in payment
standards in these ZIP Codes that is of similar magnitude to increases in ZIP Codes with median
rents greater than the metropolitan-wide medians, subsidy costs will be lower under SAFMRs

if HCV holders remain in the same units or ZIP Codes. With enough moves to higher median
rent ZIP Codes, however, increased subsidy costs in higher-rent ZIP Codes will outweigh the
decreases in lower-rent ZIP Codes, and per-voucher subsidy costs will increase, unless the
moves result in offsetting increases in HCV holder income (and thus, increases in an HCV
holder’s rent contribution of 30 percent of income).

One analysis of 2014 HUD voucher administrative data and 2015 FMRs and SAFMRs indicates
that voucher costs would drop by about 6 percent if SAFMRs were implemented nationally and
HCYV holders continued to live in the same neighborhoods (Sard and Rice, 2015). In practice,
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as discussed previously, this result is unlikely, because the change in policy will prompt a
behavioral response (Collinson and Ganong, 2015).

Ultimately, the change in HAP costs will depend on how many HCV holders choose higher-rent
neighborhoods. If few HCV holders move to higher-rent neighborhoods, we expect per-unit
voucher HAP costs to decrease on average, because the HAP cost in lower-rent neighborhoods
decrease without any offsetting increase by moves to higher-rent neighborhoods. If enough
HCYV holders move to higher-rent neighborhoods, we expect per-unit voucher HAP costs

to increase on average.

The net effect could vary over time, as existing HCV holders and landlords may not fully adjust
to SAFMRs for many years. Under HUD policy, there is a transition phase when payment
standards decline in which families in lower-cost areas are held harmless for 2 years. As a result,
there could be increases in subsidy costs as some families move to higher-cost areas, but others
stay in lower-cost areas at higher subsidy levels (due to the transition period), leading to
increases in subsidy costs. After this transition period, lower payment standards in some
neighborhoods may eventually offset initial subsidy increases for units in other neighborhoods.

Also, landlords in higher-cost neighborhoods may initially be unwilling to accept vouchers,
limiting the number of HCV holders who locate in higher-cost neighborhoods. Over time, with
increased familiarity with the program, more landlords in higher-cost neighborhoods may decide
to participate. This increased participation could lead to gradually increasing subsidy costs.

Chapter 6 details our approach to measuring changes in subsidy costs.

222 Operational Impacts on PHAs

Recognizing that PHAs participating in the demonstration would incur costs to transition from
metropolitan area FMRs to SAFMRs, HUD provided supplemental administrative fees to
upgrade the computer software to administer the Section 8 voucher program and other necessary
expenses. The increase varied by the number of vouchers the PHA administered to a maximum
of $300,000 (Kahn and Newton, 2013). Increased expenses associated with introduction of
SAFMRs include additional outreach and briefings for families and landlords on the SAFMRs,
assistance with relocation issues resulting from the use of SAFMRs, changes to rent
reasonableness determinations, and additional training and hiring of staff.

Like HUD, we expect that implementation of SAFMR will alter some PHA administrative
responsibilities. It may also increase the volume of transactions the PHA must process or the
level of effort required to complete certain activities. In the short term, as PHAs change policies
and procedures and staff, HCV holders, and landlords adjust to them, the net effect is likely to
be an increase in administrative costs. It is unclear how long the adjustment may take and what
the net effect will be on costs and PHA level of effort over time. This section describes the
potential impacts on PHAs that should be considered and, to the extent possible, measured
during the study.
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The hypothetical operational impacts on PHAs fall into three categories.

e One-time impacts are the actions and costs required initially to establish SAFMRs.
We hypothesize these initial actions and costs will be completed within the first year
of SAFMR implementation and, once done, are not repeated.

e Transitional impacts are activities and costs that represent a learning curve for the PHA,
HCYV holders, and landlords. We hypothesize that these activities will generally occur
during the first year of SAFMR implementation.

¢ Continuing impacts are program activities or costs that have fundamentally changed
as a result of SAFMRs, and we hypothesize that they will continue for the life of
the program.

Potential One-Time Impacts

Modifications to PHA policies and plans. We expect modifications to both administrative
plans and PHA plans to implement SAFMRs. Administrative and PHA plans typically contain
language related to establishing payment standards, determining rent reasonableness and HCV
holder payments, and encouraging the participation of landlords outside poverty or minority
concentration areas. Some PHAs include extensive procedural documentation in administrative
plans, which may require more expansive modifications.

Modification to PHA systems. PHAs’ systems of record that maintain participant information
and other automated tools may require modifications. Systems of record generally contain
payment standards and utility allowances. Systems of records may require changes to
accommodate the necessary number of payment standards, as well as changes to business logic
to permit the selection of different payment standards for the same unit size (number of
bedrooms) in each payment standard area. The different payment standards within each payment
standard area stem from the transition period that applies to existing HCV holders (but not new
HCYV holders) in areas where payment standards decline. New recipients of HCVs will use the
new SAFMR payment standards. Families already in areas where payment standards go down
under SAFMRs will maintain HAP levels regardless of the new payment standard for the first

2 years; however, families who move into this area will have HAPs capped by the new payment
standard immediately.

Modifications similar to those required for the system of record may also be needed on the rent
reasonableness tool a PHA uses, depending on its functionality. In addition, most PHAs have
some kind of tool to help HCV holders calculate whether units in which they are interested

are affordable. That tool also will likely need adjustments. In addition, the transition from
metropolitan area FMRs to SAFMRs will have human or intangible impacts. For example,
during the short term, PHA staff may experience some confusion during the transition and
additional stress as they learn new procedures and skills. It is also possible that this additional
stress will lead to some staff turnover.

Potential Transitional Impacts

Transitional impacts are activities and costs that begin with the initial implementation of
SAFMRs but are likely to continue for multiple years to make the necessary adjustments
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for SAFMRs. This category includes changes in activity volume (particularly related to
setting payment standards) and the level of effort required to complete activities.

Establishing payment standard areas and amounts. PHAs go through the process of
establishing payment standards whenever FMRs change, but the process becomes more complex
with SAFMRs. All PHAs have to balance the need to set payment standards so that total
payments are within their available funds, at the same time ensuring full utilization of funds.
They must also balance the competing goals of providing fewer tenants with more subsidy
assistance or helping more tenants with smaller subsidies. These balancing acts can become more
challenging when a PHA has multiple payment standard areas to consider and adjust. Some
PHAS subject to metropolitan-area FMRs have already adopted multiple payment standard areas
to make it easier for families to find housing in areas with relatively higher rents without causing
rents to increase in lower-rent areas. Other PHAs, however, may not have experience setting
multiple payment standard areas. Few if any PHAs have previously adopted as many payment
standard areas as they are likely to adopt under SAFMRs.

The task of setting payment standards is more challenging with an increased number of FMRs
to consider and the greater emphasis on using payment standards to encourage moves to higher-
opportunity areas. One set of questions faced by SAFMR PHA s is simply how to define the
number of payment standard areas. Should a separate payment standard exist for every ZIP
Code? Or is it better to combine multiple ZIP Codes into a more limited number of payment
standard areas? In addition, setting payment standards in a rational way under SAFMRs may
require more knowledge of market conditions in sub-areas of a PHA’s jurisdiction (although to
a significant extent, the SAFMR analysis already provides the PHA with key information on
varying rents by area).

We hypothesize that the first year of the transition to SAFMRs will be the most challenging but
learning how best to administer multiple FMRs and payment standards and to assess their impact
on access to higher-opportunity neighborhoods likely will be a multiyear effort.

Rent reasonableness data and protocols. PHAs are required to determine the reasonableness
of the rent for each unit a family seeks to lease under the HCV program. One question is whether
the shift to SAFMRs will simplify or complicate this determination. By definition, any FMR area
(large or small) will contain units that should rent for amounts both higher and lower than the
FMR based on the rents of other comparable units in that area. One possibility is that the
determination of rent reasonableness under SAFMRs may need fewer comparative data,

as local area baseline rents will largely be embedded in the SAFMR. At the same time, staff

may not be as familiar with the housing stock in higher-opportunity areas where few, if any,
HCYV holders currently live, which could make the rent reasonableness determination more
challenging. Landlords also may negotiate more aggressively under the new policy—for
example, by objecting to (or advocating for) using a comparable unit rent that is in another
payment standard area.

Contract rent adjustments. SAFMR payment standards may cause changes in the behaviors
of some current landlords and, thereby, increase the number of requests for contract rent
adjustments or extend contract rent negotiations. In areas where payment standards have
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increased, landlords who initially made rent concessions to accommodate specific HCV holders
may be motivated to request contract rent adjustments to raise rents if they understand that
adjustments will not affect the HCV holder. Similarly, landlords in those areas that have

not requested contract rent adjustments on a regular basis (because they knew any additional
increase would be the burden of the HCV holder) may be more likely to request rent adjustments
under SAFMRs.

Housing Quality Inspections. [f SAFMRs are successful in making accessible previously
unavailable neighborhoods, HCV holders will become dispersed over larger areas. This dispersal
may affect the productivity of housing quality inspectors, increasing time per inspection and also
travel costs to inspection sites.

In some locations, inspectors are part of the rent reasonableness process. Such inspectors may
need to become familiar with housing stock and rents in additional areas.

Communication and outreach strategy and materials. PHAs have multiple audiences that
may need different messages about SAFMRs. Current program participants (landlords and
HCYV holders) will have somewhat different concerns than will applicants on waiting lists and
landlords not yet participating. This variety of concerns will require revisions to written and
electronic materials such as landlord brochures, briefing packets, reexamination packets, web
pages, and briefing videos. Although the biggest impact of this material revision process will
be in the first year of the program, it is likely that PHAs will learn from initial efforts and will
continue to make modifications to outreach approaches and educational materials over time.

Procedures changes and staff training. Detailed procedures and policies will need to be
developed and will require staff training and retraining at all levels. Experience with the program
will both enable and require PHAs to make improvements in procedures and policies over time.

Support for tenants. Unless a PHA is already administering a mobility program to help HCV
holders access areas of opportunity, the extra effort associated with encouraging and assisting
households to consider moving to higher-opportunity areas is likely to increase workloads. HCV
holders currently living in areas where payment standards decrease will need additional attention
in order to understand both the timing and impact of changes on individual situations, as well as
housing search assistance and counseling on the benefits of moving to potentially unfamiliar
neighborhoods. Some PHAs do not currently bring in existing HCV holders that wish to move
for briefings. With SAFMRs, they likely will have to schedule such briefings.

Support for landlords. Working with new landlords in higher-opportunity areas initially may
require higher levels of effort for PHA staff until landlords become familiar with the program.
This increased effort may include more or specialized briefings. HAP contract and rent
negotiations may be more protracted as well. Outreach and education will be required for current
landlords to help with understanding the impact on current HCV holders. Landlord behaviors and
questions will differ for those where payment standards decrease versus those where payment
standards increase.
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Potential Continuing Impacts

SAFMRs may create fundamental and permanent changes in program operations and costs after
the transition period.

Housing Quality Inspections. If SAFMR accomplishes its purpose and HCV holders become
more dispersed over larger areas, this dispersal may have long-lasting effects on inspector
productivity and travel costs.

Support for HCV holders and landlords. Permanently increased levels of support for HCV
holders and landlords may be needed because of the additional complexities and continued
changes of multiple payment standards and the challenges associated with mobility moves.

Quality assurance. For each transaction involving a resident (for example, lease-up, move, etc.),
PHAs are required to submit the data to HUD specified on the HUD 50058 form. Data errors
stemming from selection of the incorrect payment standard are not unusual even with
metropolitan area FMRs and may increase with the shift to SAFMRs. Even without SAFMRs,
staff may confuse the voucher size for which a family qualifies with the family-selected unit

size when selecting a payment standard. The need for staff to select among multiple payment
standard schedules will increase dramatically under SAFMR, and the ability to manage this
challenge depends on the set up of a PHA’s system of record. The increased risk of input error
may require new and vigilant quality assurance processes.
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3. Evaluation Data and Methodology

This chapter describes the combination of primary and secondary data we used to estimate
the impacts of SAFMRs on PHAs, HCV holders, and landlords. We begin with a description
of the primary data collection we conducted with PHAs, HCV holders, and landlords at the
seven SAFMR PHAs in our evaluation that serves as the basis for our analysis in chapters 6
and 7 of this report. We also review our methodology for the qualitative analysis of this data.
We then provide an overview of the secondary data we use in the quantitative analyses presented
in chapters 4, 5, and 8. We introduce the neighborhood opportunity indicators we use in our
analysis and how we combine them into an overall opportunity index. We also review our
approach to constructing the quantitative analysis counterfactual group of comparison PHAs.
We conclude the chapter with a description of the statistical model we estimate to assess how
SAFMRs affected HCV holder location outcomes.

3.1 Primary Data Collection and Analysis

To collect primary data, we made two site visits to each of the seven SAFMR PHAs. The first
site visits were in May—June 2016 as part of Phase 1 of the evaluation and focused on how the
PHAs had experienced the change to SAFMRs. Phase 1 culminated with publication of the
interim report in 2017. The second site visits were in November—December 2017 and focused
on how HCV holders and landlords had experienced the change to SAFMRs. This report
presents the combined results of both research phases, so we provide further details on

each phase below.

3.1.1  Phase 1 Data Collection—PHA’s Experience Implementing SAFMRs

Senior project staff conducted 1- to 2-day site visits at each PHA. Site visits included one-on-one
and group interviews with executive directors and the key staff members that were involved in
the transition to and administration of SAFMRs.

These site visits focused on PHA experience with one-time, transitional, and ongoing
administrative efforts and the costs related to SAFMRs in 11 different PHA work areas, in three
categories:

One-time (expected to be completed within the first year of transitioning to SAFMRs)—

e Modifications to PHA policies and plans.
e Modifications to PHA systems.

Transitional (expected to extend beyond the first year of the transition)—

¢ Contract rent adjustments.

e Communication and outreach strategy and materials for tenants and landlords.
e Procedures changes and staff training.

¢ Support for tenants, including additional tenant briefings and search assistance.

e Support for landlords.

23



Ongoing—
e HCYV budgeting and planning, including setting payment standards.
e Rent reasonableness determinations.
e Inspections.
e Quality assurance.

Site visitors also requested other information, including documentation of costs, voucher
success rates over time, examples of outreach and training materials, and tenant and landlord
briefing materials. Not all PHAs were able to provide complete documentation of the costs
related to SAFMRs; therefore, the discussion in chapter 7 is based in part on the recollections
and descriptions of direct expenditures and staff hours spent implementing and administering
SAFMRs.

Site visitors also asked PHA executive directors and staff to provide context for SAFMR
implementation. As discussed in chapter 7, local and national factors such as federal budget
sequestration, local market conditions, and source of income discrimination legislation appear
to have influenced how SAFMRs were implemented by each PHA.

Site visitors also asked PHAs for their perspectives on the experience of HCV holders and
landlords with SAFMRs. Our analysis of household-level impacts described in chapter 6
incorporates this PHA staff insight into tenant experiences. The data collection protocol
for Phase 1 site visits is in appendix A-4.

3.1.2 Phase 2 Data Collection—Landlord and Tenant Experiences after SAFMRs were Implemented

We conducted Phase 2 site visits to each of the seven SAFMR PHAs in November—December
2017. The 3- to 4-day site visits included in-person interviews with a sample of the PHA’s

HCYV holders and local landlords and follow-up interviews with PHA executive directors or
HCV program directors. The goal of the interviews with HCV holders was to learn qualitatively
whether HCV holders are aware of the change in payment standards and how these changes have
affected (or could affect) their decisions about housing and neighborhood choice.

Similarly, the purpose of the landlord interviews was to learn about whether landlords are
aware of the change in payment standards and how these changes have affected (or could affect)
decisions about participation in the HCV program.

Interviews with HCV holders and landlords were conducted in person, with a few exceptions
for tenants who unexpectedly could not attend an in-person interview or landlords who were
not located near the evaluation sites. We held discussions with these HCV holders and
landlords by phone.

The goal of discussions with PHA executive directors and/or HCV program directors was
primarily to update the information gathered during Phase 1 site visits conducted in 2016
about PHAs’ experience with implementation and administration of SAFMRs, including costs.
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The next section describes our approach to selecting and recruiting HCV holders and landlords
for interviews and summarizes the characteristics of the people interviewed for the study.

Interviews with Tenants and Landlords

Our goal was to interview 10 HCV holders and 5 landlords at each of the 7 SAFMR PHA:s.

We interviewed a range of HCV holders—new and existing voucher recipients, those who
moved post-SAFMR and those who did not, and people who leased in a variety of neighborhood
types. We also interviewed landlords with a range of experiences—those with properties in
neighborhoods where payment standards declined, those with units in opportunity areas with
rents affordable to HCV holders who either do or do not rent to HCV holders, those who

started to rent to HCV holders following the implementation of SAFMRs and those who left

the HCV program.

Tenant Recruitment and Interviews

The sample of voucher holders was drawn to target voucher holders with specific household
characteristics and moving histories. In particular, we wanted to include households that stayed
in lower-rent ZIP Codes as well as those that moved into higher- and lower-rent ZIP Codes.
Because children may have a greater potential to benefit from moves to higher-opportunity
neighborhoods, we specifically recruited families with young children for interviews. Because
there is concern about relocation difficulties households that are headed or co-headed by adults
with disabilities and households with seniors face, we also sought to include at least two such
households at each site, including one that stayed in a pre-SAFMR unit in a lower-rent ZIP
Code and one that moved. '3

We used HUD administrative data to generate a sample of households that met these household
characteristics, neighborhood, and mover criteria. We supplemented this list with voucher
holder contact information (mailing addresses, phone numbers, and email addresses, where
available) provided by the PHAs, and recruited participants via letter and phone contact.
Additional recruiting was conducted on-site at PHA offices during site visits with higher
numbers of no-shows.

We scheduled 10-12 HCV holders for interviews at all PHA sites. Interviews lasted
approximately 45 minutes and were conducted as open-ended discussions (the discussion
guide is in Appendix A-2).

We ultimately interviewed a total of 59 HCV holders across the 7 SAFMR evaluation sites.

A handful of no-shows at some sites and adverse weather in Laredo that resulted in several
canceled interviews affected the final number of interviews. Exhibit 3-1 shows the number

and type of tenant interviews completed at each site. About two-fifths (23 people) of the tenants
we interviewed first received vouchers after SAFMR implementation (first two rows of the
table). A little more than half of these (13 people) rented units in lower-rent neighborhoods
after receiving their voucher, and the remainder rented units in higher-rent neighborhoods.

13" We drew a purposive sample from within each set of voucher holders who met the criteria for each category we

hoped to represent in the interviews.
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About two-fifths (24 people) had vouchers prior to SAFMR implementation and moved at least
once sometime after implementation. Another roughly one-fifth (12 people) were prior voucher
holders who did not move.

As shown in Exhibit 3-2, the vast majority of interviewees are women (88 percent). More
than one-half live with family members (53 percent). About two-fifths are a parent with minor
children, and another two-fifths are households that are headed or co-headed by adults with
disabilities and/or households with seniors (3 percent are both). In terms of race, the majority
are Black/African American (54 percent) or White (22 percent), and the majority are non-
Hispanic (68 percent).

Landlord Recruitment and Interviews

As with the HCV holders, our goal for landlord interviews was to maximize the diversity of
landlord experience. We worked with the PHASs to obtain listings of landlords from which

to sample, requesting at least five times as many names as interviewees to ensure a sufficient
sample. PHA staff primarily provided contact information for participating landlords, but
also helped us identify a small number of non-participating landlords from which we
sampled interviewees.

Interviews lasted approximately 30 minutes and were conducted as open-ended discussions
(the discussion guide is in Appendix A-3). A handful of interviews with landlords were
conducted by phone; the remainder were conducted in person at their offices or at another
convenient place.

As shown in Exhibit 3-3, we interviewed landlords who owned properties in a range of
neighborhood types. About 38 percent (13) owned property in more than one type of
neighborhood. Twenty percent owned property only in moderate-opportunity neighborhoods,
and about 18 percent owned property only in higher-opportunity neighborhoods. Only three
landlords in our sample owned property exclusively in lower-opportunity neighborhoods.
Neighborhood designations of lower-, moderate- or higher-opportunity were determined

in the quantitative analysis as detailed in the ZIP Code Opportunity Index Categories section
in this chapter.

Of the 34 landlords, all but 3 currently had tenants who were HCV holders. Two of the
landlords without HCV holder tenants were in Laredo (one with properties in moderate-
opportunity neighborhoods, one with properties in a mix of neighborhood types), the
other was in Chattanooga (with properties in moderate-opportunity neighborhoods).

Follow-up Interviews with PHA Staff

Interviews with PHAs included the executive director and other relevant staff and focused
primarily on changes since our conversations during the Phase 1 site visit. These included
changes such as the PHA’s approach to setting payment standards, determining rent
reasonableness, and providing support to landlords and tenants. These interviews were conducted
in person and lasted about 90 minutes (the discussion guide is included in Appendix A-5).
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Exhibit 3-1: Tenant Interviews

Cook Long
Type Chattanooga County Dallas Laredo Beach | Mamaroneck | Plano Total

First received a voucher after SAFMR implementation

Lives in higher-rent ZIP code 3 1 2 0 1 1 2 10

Lives in lower-rent ZIP code 2 1 3 0 3 1 3 13
First received a voucher before SAFMR implementation

Lives in a lower-rent ZIP code, 1 3 0 2 1 4 1 12

no move

Moved from lower- to higher-rent 0 1 0 1 0 1 2 5

ZIP code

Moved from one lower-rent ZIP 3 1 3 0 4 0 2 13

code to another

Multiple moves 0 1 2 1 1 1 0 6
Total 9 8 10 4 10 8 10 59

SAFMR = Small Area Fair Market Rent.
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Exhibit 3-2: Characteristics of HCV Holders Interviewed

Number of
Household Characteristic Interviewees

Total number of HCV holders interviewed 59
Gender

Male 7

Female 52
Employment status

Employed 15

Retired 7

Unemployed 28

Unknown/did not answer 9
Household makeup

Lives alone 19

Lives with family 31

Unknown/did not answer 9
Evaluation subgroup

Parent(s) with minor child(ren) 24

Households headed or co-headed by an adult with 25

a disability and/or that include a senior

Households headed or co-headed by an adult with 2

a disability and/or that include a senior and have a

parent with a minor child

Unknown/did not answer 8
Race

American Indian/Alaska native 1

Asian and White 1

Black/African American and White 1

Black/African American 32

Native Hawaiian/Other Pacific islander 1

White 13

Unknown/did not answer 10
Ethnicity

Hispanic 9

Non-Hispanic 40

Unknown/did not answer 10

Notes: Unknown/did not answer responses in in-person interviews are because the respondent chose not to respond
to the question or the interview discussion did not include the characteristic as a topic. For the evaluation subgroup
category, interview respondents recruited on site contributed to the number of unknown/did not answer responses.
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Exhibit 3-3: Landlords Interviewed by Site and Neighborhood Type

Cook Long
Chattanooga County Dallas Laredo Beach Mamaroneck Plano Total

Landlords 5 5 5 5 5 5 4 34
Interviewed
Owns or Manages Rental Property(ies) in:

Higher- 3 3 0 0 1 4 3 14

opportunity

neighborhood

Lower- 2 1 1 3 5 0 0 12

opportunity

neighborhood

Moderate- 2 4 1 4 5 1 2 19

opportunity

neighborhood

Unknown 0 0 3 0 0 0 1 4

Notes: Some landlords did not provide ZIP Codes for properties they own/manage. The areas in Dallas and Plano the referenced include predominately higher- and
moderate-opportunity ZIP Codes, but we report their neighborhood types as “unknown.” Columns for neighborhood types do not sum to the number of landlords
interviewed because some landlords own or manage units in multiple neighborhood types.
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Analysis of Primary Data

Site visitors submitted comprehensive notes from their tenant and landlord interviews, with
information organized by interview protocol questions. These notes were coded and analyzed
and served as the primary qualitative data sources from the site visits. They were used in
conjunction with the study’s other data sources to conduct the final analysis and complete
the final report.

Notes were used to compare findings across sites and coded into nodes using NVivo.!* For
example, HCV holder notes included, among other things, tenant awareness and understanding
of SAFMR policy, factors in considering a move or searching for a unit, housing search process,
sources of information about SAFMR policy, and perspectives on SAFMR policy. Interview
notes were also coded for the demographic characteristics of each respondent, so that responses
from different types of households could be compared (for example, households with children
and households that are head or co-headed by adults with disabilities).

3.2 Secondary Data and Quantitative Analysis Methodology

In this section, we introduce the secondary and administrative data we use in the analysis
and provide details relevant to our analysis methodology for each data source. We then
provide details about our quantitative analysis methodology, including how we categorize
ZIP Codes for analysis and presentation, how we define and use comparison PHAs that
serve as a counterfactual for SAFMR PHASs, and how we construct our multivariate
differences-in-differences statistical model.

321 Secondary and Administrative Data

Secondary and administrative data used in the analysis include metropolitan area FMRs,
SAFMRs, ZIP Code tabulations of rent distributions, and administrative Public and Indian
Housing Information Center (PIC) data maintained by HUD.!® Our analysis also includes two
types of neighborhood-level indicators—opportunity measures and neighborhood characteristics.
Neighborhood-level indicators drew from the U.S. Census Bureau’s American Community
Survey (ACS), the National Center for Education Statistics, and the U.S. Environmental
Protection Agency.

NVivo is a qualitative software package designed for the management and analysis of qualitative data. We
uploaded interview notes and transcripts into this software and used it to code the data to facilitate efficient,
systematic, reliable, and replicable analyses. We also used NVivo to identify prevalent themes from the
interviews and to understand patterns in how PHA and respondent characteristics relate to the themes.

15 Data from the U.S. Census Bureau were at the level of ZIP Code Tabulation Area (ZCTA), which are the
Census Bureau’s representation of ZIP Code service areas defined by the U.S. Postal Service. Although USPS
ZIP Code service area definitions may change, ZIP Code service areas and ZCTAs are nearly always identical.
Our analysis required the standard translation of ZCTAs to postal ZIP Codes and reverse that is necessary to
link census measures to a set of addresses.
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ZIP Code Rent Distributions, SAFMRs, and FMRs

To improve the usability of SAFMRs for HCV holders and PHAs, HUD chose to define
SAFMRs by ZIP Codes rather than by alternative small geography concepts such as a census
tract. ZIP Codes are commonly known and available to HCV holders considering a particular
unit, whereas census geographies are not. To facilitate our analysis, HUD provided special ZIP
Code-level tabulations of the ACS 2008-2012 and ACS 2009-2013 data files that include counts
of units by number of bedrooms and rent range for ZIP Codes. The ranges start small, in
increments of $50.'° These fine increments for ZIP Code-level rent distributions enabled us to
analyze the effects of SAFMRs on the potential access to higher-opportunity neighborhoods at
the ZIP Code corresponding to the geography at which SAFMRs are defined.

The Census Bureau provides HUD special tabulations of ACS data on which FMRs are updated
annually. Currently, FMRs for the HCV program are determined for metropolitan areas,
nonmetropolitan counties, and areas known as HUD Metro FMR Areas. HUD also computes
SAFMRs for each jurisdiction as certain PHAs are required to use SAFMRs and other PHAs
have the option of doing so. SAFMRs are based on ZIP Codes, approximated by ZIP Code
Tabulation Area. The most recent SAFMRs available are for fiscal year 2018.!7

PIC Data

PIC is the repository of HUD’s administrative data on the HCV and public housing programs.
PIC has individual-level detail on household characteristics and income and rent information that
determines both the amount a HCV holder pays and the amount of the voucher subsidy. We
received HCV program PIC data from HUD for each of the seven SAFMR public housing
agencies as well as for an additional 138 PHAs as a comparison group in the study.'® The
additional 138 PHAs were from the same HUD-defined clusters as the 5 PHAs in the SAFMR
demonstration and eligible to participate in the SAFMR demonstration, but were not invited or
did not accept the invitation. We use the additional 138 PHAs to provide a comparative analysis
for the HCV program under Fair Market Rents.

We requested PIC data at the HCV household level for our primary outcomes of interest and
analysis variables:

e ZIP Code and census tract where a voucher is used.

¢  Whether a household moves from one ZIP Code to another (determined by comparing the
ZIP Code and census tract in which a household lives in successive data extracts).

The 5-year ACS reports the number of units in 21 categories, where rent is less than $100, then with cutoffs
increasing by $50 up to $799, then $800-$899, $900-$999, $1,000-$1,249, $1,250-$1,499, $1,500-$1,999,
and $2,000 and up.

Small Area FMRs are available at https://www.huduser.gov/portal/datasets/fmr/smallarea/index.html.

HUD provided quarterly extracts of PIC data for both Phase 1 and Phase 2. Our analysis is based on quarterly
PIC extracts as of January 2018.
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e Tenant income and rent payments.
e Total HAP.
e Household demographics.

These measures were collapsed to an annual basis (using the ZIP Code and census tract
combination where a household spent most of the year), beginning in the fourth quarter of 2009
and extending through the end of 2017.'° For greater presentation clarity, we focused on 3 years
of data in much of our analysis:

e 2010—before SAFMRs were implemented.

e 2015—after all HCV holders in SAFMR PHAs were subject to SAFMR-based payment
standards.

e 2017—after all HCV holders in SAFMR PHAs were subject to SAFMR-based payment
standards and sufficient time had passed for household location outcomes to respond to
the SAFMR-based payment standards and the hold harmless periods to be over.

The multivariate regression analysis presented in chapter 5 (with methodology detailed below
in this chapter) is based on annual observations from 2010 through 2017 for all households in
SAFMR and comparison PHAs.

Chapter 8 reports on how the implementation of SAFMRs affected fiscal outcomes. The dollar
amounts for these outcomes are recorded in PIC data. We adjust these dollar amounts for
inflation. To do so, we calculate the average total housing cost (total rent to owner plus utility
allowance) for each cluster of the comparison PHAs for each year. We then inflate data for 2010
and 2015 to 2017 dollars by multiplying each dollar-denominated outcome by the total cost in
that cluster in 2017 divided by the total cost in the cluster in 2010 and 2015, respectively. This
results in fiscal outcomes measured in dollar units that are comparable across measures and
across time after accounting for cluster-level cost inflation. As robustness checks (not included
in this report), we also adjusted for inflation using the same Consumer Price Index (CPI)
inflation adjustments for each geography that HUD uses to calculate FMRs. Conclusions

and qualitative findings are unchanged when using CPI adjustments.

To limit the amount of personally identifiable information in the data transferred from HUD
to the research team, we used household identifiers unique to the study and reported household
location at the ZIP Code and census tract level, rather than individual addresses. This protection

For most households, this results in the information available for the household in the fourth quarter extract
each year. We used extracts from earlier quarters in each year to fill in any missing information for households
observed earlier in the year but not in the fourth quarter. Fourth quarter 2009 data was used primarily to
determine whether a household moved in 2010.

32



of personal data affected the extent to which we were able to observe households moving within
a neighborhood.?

PHA Service Areas

For analysis of the potential for SAFMRs to affect neighborhood access, we determined the full
set of ZIP Codes within a PHA’s service area to know where HCV holders could use a voucher
under SAFMR payment standards. Because SAFMRs are defined for ZIP Codes, we identified
a list of ZIP Codes for each PHA in our analysis that constituted the PHA’s service area.?!

For the SAFMR PHAs, we reviewed the PHA administrative plans for the descriptions of each
PHA’s service area, then used geographic crosswalks and geographic information system, or
GIS, analysis to determine ZIP Codes defining that PHA service area.?? For the relevant analyses
of the 138 comparison PHAs, we relied on PIC data to identify ZIP Codes where HCV holders
actually reside. To capture ZIP Codes that might be more affordable under SAFMRs where
HCYV holders could live, we used GIS analysis to identify all ZIP Codes within the same
county that were geographically adjacent to residences of some HCV holders.

Opportunity Measures

Exhibit 3-4 presents the opportunity measures used for this evaluation. The opportunity measures
designed for this study are all initially derived from census tract-level measures. To facilitate
analysis corresponding to the ZIP Code-based SAFMRs, we used population-weighted
crosswalks to translate the indexes to the ZIP Code level.

20 We used the limited characteristics available in the data extract about the unit in which a household resided to

construct a proxy for whether a household moved without changing census tract or ZIP Code. These
characteristics are the construction year of the unit, the number of bedrooms in the unit, and the property type
(for example, higher-rise apartment versus townhome). If these characteristics changed from one year to the
next, but the census tract and ZIP Code did not, we inferred that a household had moved within its census tract
and ZIP Code. The caveat is that this proxy will not capture a move between two units in the same ZIP Code
and census tract that commonly share all three characteristics.

2l No known data source currently exists that provides definitions of PHA service areas.

22 The Mamaroneck HCV program is one of 17 distinct HCV programs serving parts of Westchester County, NY,

a county of nearly 1 million people. Although the PHA’s original service area was Mamaroneck village, the
Town of Mamaroneck, and Larchmont village, the PHA merged with another PHA in 2008 and now has HCV
holders throughout Westchester County. Although the PHA has a relatively small HCV program of between
600 and 700 units, after reviewing the PHA’s payment standard schedules and conferring with the housing
authority staff on what they consider to be the service area, our analysis of the Mamaroneck PHA’s rental
market was expanded to include all of Westchester County. For Dallas, we included ZIP Codes that were
subject to SAFMRs (approximately 2 percent of HCV holders in Dallas live outside the Dallas HMFA). For
Plano, we included ZIP Codes in Collin County plus additional ZIP Codes close to the county border in Dallas
and Denton counties based on the number of Plano HCV holders that lived in those ZIP Codes.
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Exhibit 3-4: Opportunity Indicators

Opportunity Indicator
(Data Source)

Description

Overall opportunity
index
e (Composite of the
other opportunity
indicators)

The overall opportunity index was created specifically for this evaluation.
It is the percentile rank by renters in the metropolitan area of the simple
average of the percentile rank indexes for the share of nonpoor, public
school quality, employment access, and environmental hazards.

Percent nonpoor
e (American
Community
Survey [ACS] 5-
year estimate,

ACS 5-year estimates provide the percent nonpoor for each census tract.
The percent nonpoor is the ratio of the population above the poverty level
to the total population for whom we determined poverty status. Note that
we use the rate nonpoor (1 minus poverty rate) rather than the more
traditional poverty rate, so that the index can be consistent with the other

2010-2014) indexes and combined into a single composite measure.
Public school quality School-level data on state examinations for 4th grade students
e (School approximate the quality of local public schools. We base the measure on
Proficiency Index, | the public school(s) nearest to each block group and school zone from the
2011-2012) School Attendance Boundary Information System. We weighted block

group data by numbers of households to create census tract-level data.
The higher the score, the higher the school system quality is in a
neighborhood.

Employment access
e (Jobs Proximity
Index, 2010)

This index measures the access a neighborhood has to employment
opportunities as measured by the distance between block groups and job
locations weighted by employment size. We weighted block group data by
numbers of households to create census tract-level data. The higher the
index value, the better the access to employment opportunities for
residents in a neighborhood.

Environmental hazards
e (Environmental
Health Hazard
Index, 2005)

The Environmental Health Hazard Index is a tract-level index of potential
exposure to toxins based on National Air Toxic Assessment data from the
U.S. Environmental Protection Agency. The higher the value, the better
the environmental quality of a neighborhood.

To facilitate comparisons across the opportunity measures and across geographies, we
normalized the percent nonpoor, public school quality, employment access, and environmental
hazard indexes to be the percentile of the raw index within the population of renters in the
metropolitan area. For example, a public school quality percentile score of 50 for a ZIP Code
indicates that one-half of the renters in a metropolitan area live in ZIP Codes with a school
quality measure lower than that of the ZIP Code, and one-half live in ZIP Codes with a school
quality measure higher than that of the ZIP Code. To create the overall opportunity index, we
average these component index percentile scores and calculate the percentile of the average
score within the metropolitan area.

Neighborhood Characteristics

In addition to opportunity measures, we conducted an additional analysis of how SAFMRs
change where HCV holders reside in terms of key socioeconomic and demographic
characteristics of the community. The most prominent was the ZIP Code rent ratio. The other
measures we included are racial and ethnic composition, the share of families with children,
and percent of adults with college degrees. These characteristics are not included in our
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composite measure of opportunity, but they are important for understanding the effects of
SAFMRs on neighborhood composition where HCV holders reside.

ACS data are collected on a rolling basis, and we use the neighborhood estimates reported for
a time period spanning 5 years. As such, ACS waves are not suited to measuring year-to-year
differences, as each year’s data includes multiple years. It is also not anticipated that
neighborhood characteristics will change as a result of implementing SAFMRs, particularly
during the time frame studied in the evaluation. Therefore, for this evaluation, we focus our
analysis on comparing SAFMRs with metropolitan area FMRs based on a single snapshot of
neighborhood characteristics at around the time the SAFMR demonstration began. We used
S-year ACS estimates for 2010-2014 for these characteristics.

322 Quantitative Analysis Methodology

We now provide details on how we defined neighborhood rent ratios, categorized ZIP Codes,
determined a set of comparison PHAs, and statistically modeled location outcomes.

ZIP Code Rent Ratio

To describe how the effects of SAFMRs vary by different neighborhood rent levels, we use

the ZIP Code rent ratio, a concept developed by HUD to define SAFMRs, which is comparable
across metropolitan areas and ZIP Codes. The rent ratio is the ratio of the median rent in each
ZIP Code to the median rent for the metropolitan area. HUD uses rent ratio to calculate SAFMRs
(Federal Register, 2010).

Median Gross Rent for ZIP Code
Median Gross Rent for the CBSA (metropolitan area)

Definition: Rent Ratio =

The two-bedroom SAFMR for a ZIP Code equals the two-bedroom metro-area FMR multiplied
by the rent ratio for the ZIP Code (and then rounded to the nearest $10). HUD calculated the rent
ratios for each ZIP Code using special tabulations of ACS data. With rent ratios already
calculated and used to calculate SAFMRs by HUD, we were able to identify rent ratios for each
ZIP Code as the ratio of the two-bedroom SAFMR (or hypothetical SAFMR) to the two-
bedroom metropolitan area FMR, avoiding the need to repeat HUD’s analysis of the special
tabulations of rent ratio:

SAFMR (2 bed)
FMR (2 bed)

Calculation for analysis: Rent Ratio =
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In the report, we express rent ratio in percentage terms that represent the two-bedroom SAFMR
as a percent of the two-bedroom metropolitan area FMR. For analysis in chapters 4, 5, and 8,
we calculate rent ratios using FY 2015 FMRs and SAFMRs. HUD calculated FY 2015 FMRs
and SAFMRs using 2012 ACS 5-year data (which is inflated to 2015 using available consumer
price index data and inflation forecasts). As such, this analysis represents the potential impacts
of SAFMRs with ZIP Code and metropolitan area rent distributions fixed prior to the
implementation of SAFMRs.?

Using this ratio—

e I[f'the rent ratio > 100, it means that the median rent in the ZIP Code is greater than the
median rent of its metropolitan area. For example, a rent ratio of 125 means that the ZIP
Code median rent is 25 percent higher than the metropolitan area median rent.

e A rent ratio of 100 means that the median rent in the ZIP Code is equal to the median
rent of its metropolitan area.

e If the rent ratio < 100, it means that the median rent in the ZIP Code is lower than the
median rent of its metropolitan area. For example, a rent ratio of 75 means that the ZIP
Code median rent is 25 percent lower than the metropolitan area median rent.

Across all ZIP Codes with published SAFMRs and available counts of rental units (from ACS
data), one-half of rental units are in ZIP Codes with a rent ratio between 90 and 108. These are
the 25th and 75th percentile, respectively, of the distribution of ZIP Code rent ratios for all
rental units.

ZIP Code Rent Ratio Categories

For clarity of presentation, we categorized ZIP Codes using both the rent ratio measure
(neighborhood rent levels relative to metropolitan area rent levels) and the overall
opportunity index.

For the rent ratio, we created three groups using cutoffs of 90 and 110 to identify lower-,
moderate-, and higher-rent ratio neighborhoods.

¢ Below 90—the median rent in a ZIP Code is less than 90 percent of the metropolitan
area median rent. These are defined as lower-rent ZIP Codes.

e Between 90 and 110—the ZIP Code median rent is within 10 percent of the metropolitan
area median rent. These are defined as moderate-rent Zip Codes.

23 The question of whether SAFMRs themselves change local and metropolitan-wide rent distributions is beyond

the scope of our evaluation, and if so, is likely to be a longer-term impact. ZIP Code median rents relative to
metropolitan area medians can change for a variety of external reasons as well. A dynamic analysis of how and
why neighborhoods where HCV holders live change and how HCV holders respond to these changes—with or
without SAFMRs—is an interesting avenue for further research. Similarly, additional research on how FMRs
and SAFMRs change over time and the impacts this has on HCV holders would be valuable.
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e Above 110—the ZIP Code median rent is more than 110 percent of the metropolitan area
median rent. These are defined as higher-rent ZIP Codes.

ZIP Code Opportunity Index Categories

For each individual opportunity measure (and for the composite index of opportunity measures),
we use cutoffs of the 25th and 75th percentiles within the applicable metropolitan area to again
create three groups.

e ZIP Codes with opportunity values below 25 contain the one-fourth of renters in the
metropolitan area with the lowest score for that opportunity measure or for the index
as a whole. These are defined as lower opportunity ZIP Codes.

e ZIP Codes with opportunity values between 25 and 75 contain the one-half of renters
in the metropolitan areas with intermediate opportunity scores. These are defined as
moderate-opportunity ZIP Codes.

e ZIP Codes with opportunity values above 75 contain the one-fourth of renters in the
metropolitan area with the highest score for that opportunity measure or for the index
as a whole. These are defined as higher-opportunity ZIP Codes.

Comparison PHAs

In addition to analyzing the seven SAFMR PHAs, we used a set of comparison PHAs that
continued to use metropolitan-area based FMRs (that is, these PHAs did not use SAFMRs) for
the duration of the demonstration. The comparison PHAs included all PHAs in the clusters from
which the five SAFMR demonstration PHAs were drawn. As described in appendix A-1, all
PHAs deemed eligible to participate in the demonstration were assigned to the clusters based

on size and the percentage of the working age population.

HUD conducted the analysis that assigned PHASs to clusters and recruited PHAS to participate
in the demonstration in a random order within clusters as part of HUD’s implementation of the
demonstration. The evaluation of the SAFMR demonstration began after the demonstration
began, but HUD’s approach to recruiting PHAs allows us to use the PHAs that were eligible
for the demonstration but not recruited to participate as a counterfactual group for the SAFMR
PHAs. We assume that HCV holders in SAFMR PHAs would have experienced the average
outcomes of HCV holders in comparison PHAs if SAFMRs had not been implemented.

Our comparison group includes all PHAs in clusters that include demonstration PHAs: clusters 2,
4,5, 6,and 7. This comparison group represents 138 PHAs and slightly more than 550,000 HCV
holder households (in 2015).2* This number of households provides a broad base that enables
comparisons for different types of neighborhoods—notably those for which SAFMRs would
increase and decrease payment standards. Because the two Dallas-area PHAs were not selected
into the SAFMR demonstration, they were not part of any cluster. However, Dallas would have

24 Note that the 138 comparison PHAs included the four PHAs within three of these clusters that declined the
invitation to participate in the SAFMR demonstration. We are not aware of any evidence that these PHAs differ
from demonstration PHAs in a way that would make them unsuitable for inclusion in the set of analysis PHAs.
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fallen on the border of clusters 5 and 6, and Plano would have been classified in cluster 2.
Therefore, the comparison PHAs in clusters 2, 5, and 6, nonetheless, provide a viable
comparison for the two PHAs.

In the analyses in chapters 4, 5, and 8, we present side-by-side comparisons of average outcomes
in all SAFMR PHAs to average outcomes in comparison PHAs. SAFMR PHA s represent

a relatively small (5) number of the 143 PHAs that were eligible to participate in the
demonstration from their same clusters (plus the two Dallas PHAs). Because of this, we do not
expect the average levels of outcomes in 2010 (pre-implementation of SAFMRs) to be the same
for SAFMR PHAs and comparison PHAs. And indeed, our analysis typically finds that these
baseline averages are different. Our focus, rather, is on differences in how outcomes change
between 2010 and our two follow-up time periods in 2015 and 2017. At issue is whether
outcomes would have changed in SAFMR PHAs for reasons not related to SAFMRs (for
example, changes in housing markets and employment opportunities driven by factors external
to the HCV program). We present trends in comparison PHAs which demonstrate that there are
not observable changes over our evaluation period in outcomes for HCV holders more broadly,
which leads us to conclude that changes observed in SAFMR PHAs are the result of the
implementation of SAFMRs.

We present outcomes broken out across the seven SAFMR PHAs in chapters 4, 5, and 8.
We present analyses comparing each SAFMR PHA to the cluster from which it was
drawn in Appendix B.

Share of Units Renting under Metropolitan Area FMRs and SAFMRs by ZIP Code

As a measure of how SAFMRs might change an HCV holder’s ability to use a voucher, we
calculated the percentage of housing units in each ZIP Code that rent below the metropolitan
area FMR and below the SAFMR using the special tabulations of 2012 ACS 5-year estimates
data.? To calculate the share of units in each ZIP Code accessible to an HCV holder under each
SAFMRs and metropolitan area FMRs, we divided the total number of units that rented below

25 This measure does not account for the fact that PHAs may set their payment standards above or below the

applicable FMR or may request exception payment standards. It thus may overstate or understate to HCV
holders the actual affordability of units in a particular ZIP Code. Actual affordability may also be affected by
PHASs’ rent reasonableness determinations.

The measure takes into account rent data and unit counts and FMRs and SAFMRs for all different unit sizes
(number of bedrooms). The rent data were in bands, so we had unit counts for different levels of rent for each
unit size. We compared those rents with the FMR and SAFMR for the unit size to determine the number of
units that rented below the FMR and SAFMR.
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the FMR or SAFMR by the total number of units in the ZIP Code (also from 2012 ACS 5-year
estimates data).®

Multivariate Differences-in-Differences Regression Model

To determine the effect of the implementation of SAFMRs on household’s location outcomes,
we estimate differences-in-differences regressions on the data described above—individual HCV
holder administrative records combined with neighborhood indicator data. We examine three
location outcomes: whether a household moves neighborhoods (ZIP Code or census tract) from
one year to the next, the share of households that move to a neighborhood that has an opportunity
index score that at is at least 10 points (one decile) higher than their starting neighborhood, and
levels (for new households) and changes (for movers) in the opportunity index score itself.

The first two outcomes are binary variables—either a household moves or does not, and either

a household moves up in opportunity, or does not. We model these variables using an ordinary
least squares (OLS) linear probability model. The third outcome is a continuous measure, which
we also model using an OLS model.

We estimate models for three samples: all HCV holders, HCV holders that move, and new
HCV holders. Observations are at the household-year level.2” Models estimated for all HCV
holders show the average effect for all households, whether or not they move as a result of
SAFMRs. Focusing on HCV holders that move separates out the effect of how SAFMRs alter
the location outcomes for households, conditional on their moving. And estimating models for
new HCV holders provides information unique to this group—how the initial use of a voucher
is affected by SAFMRs.

Our basic statistical model is a multivariate differences-in-differences linear regression, which
takes the following mathematical form, expressed for the outcome of whether a household
moves.

Move;; = a + AD, + 6(SAPHA, * D;) + BX;st + YPHA + &5t

Move;; is the binary outcome variable indicating if household i in PHA type s (SAFMR
or comparison) moved neighborhoods or moved to a higher-opportunity neighborhood in time
period t. The term D, is indicator of whether period ¢ is after SAFMR implementation (2013—
2017 for all SAFMR PHAs, with an additional 2011-2012 indicator term added for the Dallas
PHASs that implemented SAFMRs a year earlier). The term SAPH A * D, indicates that an

26 The process by which PHAs set payment standards is often complex and has many inputs and contributing
factors. As such, we did not develop an empirical model of this process to predict payment standards for the
comparison analysis PHAs in this evaluation. Rather, we used the difference between SAFMRs and
metropolitan area FMRs as a proxy for the difference between payment standards set based on SAFMRs and
payment standards set based on metropolitan area FMRs.

27 Although a single household is typically included in multiple years in our data, because our research questions

focus on the overall population of HCV holders within SAFMR PHAs, we treat the data as a repeated cross-
section (including fixed effects for each PHA) rather than modelling the data for individual household as an
unbalanced panel of individual households.
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observation is for a household in a Small Area FMR PHA in the periods after SAFMRs are
implemented. The estimate for the parameter § is our difference-in-differences effect of interest.
It measures the additional percentage point likelihood that a household in the SAFMR PHAs will
move as a result of the policy change. Our identifying assumption is that no other factors are
changing differentially in SAFMRs relative to comparison PHAs that are correlated with the
Move;gz; outcome. Our model includes a set of household-level characteristics X;;; observable

in HUD’s tenant-level data. We include PHA-level fixed effects. The model has an individual,
time, PHA error term, &;;.

Our hypotheses are that estimates of the parameter § will be positive—that the introduction

of SAFMRs will increase the likelihood that households move, that they move to higher
opportunity neighborhoods, and that new households locate to neighborhoods with higher
opportunity scores. We take a conservative approach to statistical hypothesis testing by
clustering standard errors by PHA—the level of aggregation at which the policy is implemented.
A less conservative approach would be to cluster standard errors at the ZIP Code level, the level
at which SAFMRs vary. Robustness checks (not included in the report) indicate that ZIP Code-
clustered standard errors are indeed much smaller than PHA-clustered standard errors. So using
the less conservative ZIP Code clusters would lead to stronger conclusions about the statistical
significance of the findings (and additional statistically significant coefficient estimates).

To capture the possibility that rent rules affect households in lower-rent neighborhoods
differently than those in higher-rent neighborhoods, we interact the SAPH A term with indicators
for whether the household lives in a higher-, medium-, or lower-rent neighborhood at the start

of the period, as well as including the indicators separately in the model and interacted with D;.
This allows us to estimate different § coefficients for each neighborhood type.

As discussed in chapter 2, SAFMRs may have differing effects for households with children,
households that are headed or co-headed by adults with disabilities, and households with seniors.
To allow for this possibility in our analysis, we estimate models for each of these subgroups by
additionally interact SAPHA, term with indicators for whether the household belongs to the
subgroup. (For parsimony, we interact one subgroup variable at a time in separate regression
models.) Again, indicators for the subgroups are also interacted with D,, allowing us to estimate
different § coefficients for each subgroup. Finally, we interact two-way interactions of subgroup
of interest and starting rent ratio category to determine whether households in the subgroup in
lower-rent ratio neighborhoods have different outcomes.
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4. Changes in Housing Choice Voucher Holders’ Potential Access to
Higher-Opportunity Neighborhoods

This chapter uses the distribution of rents in each of the SAFMR PHA jurisdictions from
special tabulations of the 2012 American Community Survey (ACS) 5-year estimates to
describe the potential impacts of the switch to SAFMRs on HCV holders’ ability to access
lower-, moderate-, and higher-rent areas.?® Key findings of this analysis follow, focusing on
SAFMR PHAs as a group. The chapter also documents individual variation from PHA to PHA,
which is considerable.

e SAFMRs increase the number of units with rents below the applicable FMR in higher-rent
ZIP Codes and reduce the number in lower-rent ZIP Codes.

e However, in the seven PHAs in our analysis, the gain in units with rents below the applicable
FMR in higher-rent ZIP Codes does not offset the loss in the number of units below the FMR
in lower-rent ZIP Codes, resulting in a net loss of units with rents below the FMR.?’

e The higher-rent ZIP Codes to which HCV holders gain access via SAFMRs offer higher
opportunity to residents on all measures: lower poverty, higher school proficiency, higher
job proximity, and higher environmental quality.

As described in the previous section on hypothesized impacts of SAFMRs on HCV holders,
SAFMRs are expected to change the permissible range for payment standards across ZIP Codes
within a metropolitan area. In general, with the implementation of SAFMREs, it is expected that
payment standards increase in higher-rent ZIP Codes and decrease in lower-rent ZIP Codes,
particularly in ZIP Codes with median rent much greater than or less than the metropolitan area
median. In such ZIP Codes, the range of 90 to 110 percent of the SAFMR within which PHAs
can set a SAFMR-based payment standard may be outside the 90 to 110 percent range of the
metropolitan area FMRs.

Thus, compared with metropolitan area FMRs, a larger share of units in higher-rent ZIP Codes
should be affordable to HCV holders in a SAFMR PHA, and a smaller share of units should be

28 ACS 5-year estimates are the most precise estimates of rent distributions available for small geographies (see

https://www.census.gov/programs-surveys/acs/guidance/estimates.html), We use 2012 because these estimates
are based on data collected over the 5 years prior to the implementation of SAFMRs (or as SAFMRs were
implemented in Dallas). As such, this analysis represents the potential impacts of SAFMRs with ZIP Code and
metropolitan area rent distributions fixed prior to the implementation of SAFMRs. The question of whether
SAFMRs themselves change local and metropolitan-wide rent distributions is beyond the scope of our
evaluation, and if so, is likely to be a longer-term impact. The results presented in this chapter differ from those
in chapter 4 of the evaluation’s interim report only in that we conduct additional modeling of the observed
relationships between units renting below SAFMR and metropolitan area FMR and the ZIP Code rent ratio.

29 This analysis is for the jurisdictions of the individual PHAs in our analysis only, which in most cases represents

a fraction of a larger metropolitan area. Other research, discussed in the following, finds that a shift from
metropolitan area FMRs to SAFMRs increases the number of units renting below the applicable FMR across the
24 metro areas in which HUD is now requiring SAFMRs to be used (NYU Furman Center, 2018).
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affordable to HCV holders in lower-rent neighborhoods. This change is the primary mechanism
through which SAFMRs might alter HCV holders’ access to and location in higher-rent ZIP
Codes. To the extent that rents correlate with access to opportunity, changes in the share of units
affordable with vouchers in higher- and lower-rent neighborhoods will shift HCV holders’ access
to opportunity.

As introduced in chapter 3, we use the ZIP Code rent ratio, the ZIP Code median gross rent
divided by the median gross rent for the metropolitan area (expressed as a percentage),

to identify lower-, moderate-, and higher-rent ZIP Codes. The rent ratio used in this analysis
is also based on 2012 ACS 5-year estimates.*° For presentation, we categorize ZIP Codes

as follows:

e Lower-rent neighborhoods are ZIP Codes with a rent ratio below 90.
e Moderate-rent neighborhoods are ZIP Codes with a rent ratio from 90 to 110.

e Higher-rent neighborhoods are ZIP Codes with a rent ratio above 110.

Exhibit 4-1 summarizes the SAFMR PHAs as a group and individually, reporting the number of
rental units and ZIP Codes in the jurisdiction and in each rent ratio category from the 2012 ACS
S-year estimates. As shown, the PHAs are a diverse group in terms of size and rental unit
distribution. Laredo is by far the smallest, with only five ZIP Codes and fewer than 26,000
rental units. Dallas is by far the largest with 168 ZIP Codes and more than 650,000 rental units.
Note that the numbers of units and ZIP Codes in each PHA’s jurisdiction do not sum to the

“All SAFMR PHAs” values because all but one of the Plano PHA’s ZIP Codes is also in the
Dallas PHA jurisdiction.

As shown in Exhibit 4-1, the share of rental units in higher-rent and lower-rent ZIP Codes varies
considerably by PHA. This variation has to do, in part, with how rent levels within a PHA’s
jurisdiction differ from rent levels within the broader metropolitan area on which its metropolitan
area FMR is based. Rent ratios in Long Beach are calculated using the median rent for the much
larger Los Angeles-Long Beach HUD Metro FMR Area. Although 3 of the 13 ZIP Codes in
Long Beach’s jurisdiction have median rents that are more than 110 percent of the Metro FMR
Area median, these ZIP Codes have few rental units (for example, due to higher owner-
occupancy rates). As such, there are more than nine times as many rental units in the five ZIP
Codes that have rent ratios below 90 percent as in the three higher-rent ZIP Codes. Meanwhile,
only 13 and 9 percent of rental units are in lower-rent ZIP Codes in Mamaroneck and Plano,
respectively. These examples illustrate that, particularly for PHAs that operate in a small portion
of a metropolitan area, SAFMRs may be mostly above or mostly below metropolitan area FMRs.

30 As detailed in Chapter 3, we calculate rent ratio for each ZIP Code using the ratio of SAFMR to FMR. We use
2015 fiscal year SAFMR and FMRs, which are based on 2012 ACS 5-year estimates, to calculate the rent ratio
used in this chapter and elsewhere to characterize ZIP Codes.

42



Exhibit 4-1: Rental Units and ZIP Codes by Rent Ratio Category

Zip Code Rent Ratio Category
Lower Rent Moderate Rent Higher Rent
N <90% 90%—-110% >110%
All SAFMR Units 1,290,864 | 380,598 | (29%) | 588,330 | (46%) | 321,936 | (25%)
PHAs ZIP Codes 411 87 (21%) 186 (45%) 138 (34%)
Laredo Units 25,544 6,582 | (26%) | 15,228 | (60%) | 3,734 (15%)
ZIP Codes 5 1 (20%) 3 (60%) 1 (20%)
Mamaroneck | Units 143,225 | 51,090 | (36%) | 64,066 | (45%) | 28,069 | (20%)
ZIP Codes 67 9 (13%) 32 (48%) 26 (39%)
Chattanooga | Units 53,390 8,638 | (16%) | 36,152 | (68%) | 8,600 (16%)
ZIP Codes 30 6 (20%) 21 (70%) 3 (10%)
Cook County | Units 291,301 96,374 | (33%) | 130,023 | (45%) | 64,904 | (22%)
ZIP Codes 127 37 (29%) 53 (42%) 37 (29%)
Long Beach | Units 107,946 | 60,531 | (56%) | 35,990 | (33%) | 11,425 | (11%)
ZIP Codes 13 5 (38%) 5 (38%) 3 (23%)
Dallas Units 668,981 | 157,382 | (24%) | 306,396 | (46%) | 205,203 | (31%)
ZIP Codes 168 29 (17%) 71 (42%) 68 (40%)
Plano Units 236,040 | 21,549 | (9%) | 111,167 | (47%) | 103,324 | (44%)
ZIP Codes 52 1 (2%) 21 (40%) 30 (58%)

PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

Notes: Analysis data set includes all ZIP Codes in PHA service areas where SAFMRs are implemented. Percentage of total
counts for each row in parentheses.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 SAFMRs; 2012 American Community Survey 5-year estimates (total
rental units)

This variation is consistent with the motivation for SAFMRs. Under traditional FMRs, a small
PHA in a large metropolitan area faces FMRs that may be too generous or too stingy for its
particular jurisdiction because the FMRs are based on rents in the broader metropolitan area.

Thus, it is important to keep in mind when interpreting the analyses presented in this chapter that
some SAFMR PHAs had SAFMRs that were mostly higher than the metropolitan area FMR in
their area, while others had SAFMRs that were mostly lower. We categorize rent ratios,
opportunity measures, and neighborhood characteristics based on how ZIP Codes compare with
the metropolitan area in which they are located. This comparison is useful in interpreting results
in light of opportunities available across a ZIP Code’s larger community (metropolitan area).

It is less useful for observing possible effects within a smaller geography that is mostly

different (for example, with a consistently higher or lower rent ratio) from the encompassing
larger geography.

41 SAFMRs Increase Access to Higher-Rent ZIP Codes across Sites

As expected, SAFMRs increase the share of rental units with rents below the SAFMR relative
to the FMR in higher-rent neighborhoods and reduce the share in lower-rent neighborhoods.
Exhibit 4-2 provides a data visualization of this difference for all Zip Codes in SAFMR PHAs.
As detailed in chapter 3, the data visualizations include two elements. The first element is two
linear prediction plots (with 95-percent confidence intervals) from regressions of the share of
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units with rents below SAFMR (solid red line) and the share of units with rents below FMR
(dashed grey line) on the ZIP Code rent ratio. This empirically estimates and confirms the
hypothesized relationship introduced in chapter 2, Exhibit 2-1. The second plot element is a
kernel density estimate of the total number of rental units in the sample over the ZIP Code rent
ratio. The plot line is higher above ranges of rent ratio that include more ZIP Codes (weighted
by the total number of rental units in the ZIP Code). An accompanying table summarizes the
information in the figure for three categories of ZIP Codes—lower-rent ZIP Codes with rent
ratios below 90, moderate-rent ZIP Codes with rent ratios between 90 and 110, and higher-rent
ZIP Codes with rent ratios greater than 110.

Exhibit 4-2: Share of Rental Units with Rent Below SAFMR and Metropolitan Area FMR by ZIP

Code Rent Ratio
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Zip Code Rent Ratio Categories Total
Lower Rent Moderate Rent Higher Rent
Zip Code Rent Ratio <90 90 -110 >110
Share of FMR | SAFMR| FMR | SAFMR| FMR | SAFMR | FMR | SAFMR
Units affordable 73 46 49 47 26 54 50 49
All rental Units 29 46 25 100

FMR = Fair Market Rent. SAFMR = Small Area Fair Market Rent.
Notes: Analysis dataset includes all ZIP Codes in PHA service areas where SAFMRs have been implemented.
Units affordable is shorthand for units with rent below the SAFMR or metropolitan area FMR, respectively.Sources: HUD
FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Markets Rents; 2012 American Community Survey
5-Year Estimates (special tabulation for HUD of rent and rental units by ZCTA); 2012 American Community Survey 5-Year

Estimates (total rental units)
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Together, the two elements of the visualization and the table show two results. First, the fitted
lines demonstrate that in higher-rent ZIP Codes a higher percentage of units rent below SAFMRs
than rent below metropolitan area FMRs. This is the intent of introducing SAFMRs—with the
hope that more HCV holders will be able to locate in these higher rent neighborhoods, which

we will show have higher measures of opportunity. Meanwhile, in lower-rent ZIP Codes, a lower
percentage of units rent below SAFMRs than rent below metropolitan area FMRs. As expected,
there is little difference between the share of units renting below SAFMRs and metropolitan area
FMRs for ZIP Codes with a rent ratio near 100 (where SAFMR equals FMR). The confidence
intervals around our estimated relationship overlap in this area of the plot, but only for a
relatively small range of rent ratios. For most rent ratios, the confidence intervals are non-
overlapping, indicating a statistically significant difference between the predicted relationships
over those ranges. Second, the kernel density plot confirms that many units are in ZIP Codes
where the difference between the fitted lines has a relevant magnitude (10 percentage points

or more).

The table in the data visualization provides summary measures of this how the availability
of rental units below the applicable FMR differs for metropolitan area FMRs and SAFMRs.
Under metropolitan area FMRs, nearly three-fourths of units in lower-rent ZIP Codes are
below the FMR, as are slightly more than one-fourth of units in higher-rent ZIP Codes.

411 Access to Higher-Rent ZIP Codes under SAFMRs Varies across Sites

The pattern of rental units with rents below FMRs in each PHA is generally similar to the

pattern for the SAFMR PHAs as a group, but important differences exist across PHAs. Exhibit
4-3 tabulates the share of units with rents below the applicable FMR by rent ratio for each of the
SAFMR sites and reports the share of all rental units in the rent ratio category. Across all sites,

a consistent pattern holds; in higher-rent ZIP Codes, the share of units with rents below SAFMR,
and thus potentially available to HCV holders, increases. It decreases in lower-rent ZIP Codes.
The largest changes in the share of units below the FMR in lower-rent ZIP Codes were in Dallas
and Plano, where the share of rental units with rents below SAFMRs in lower-rent ZIP Codes
dropped by slightly more than 30 percentage points compared with metropolitan area FMRs.

The smallest change was in Chattanooga with a drop of 19 percentage points. In higher-rent ZIP
Codes, the largest change was in Laredo, where the share of units with rents below the applicable
FMR increased by 39 percentage points upon the shift to SAFMRs. The smallest change was
again in Chattanooga, with an increase of only 11 percentage points compared with metropolitan
area FMRs. In moderate-rent ZIP Codes, changes in the share of units with rents below the
applicable FMR due to SAFMRs are mostly modest, falling at or below 5 percentage points in
five of the seven PHAs. The share drops in comparison to metropolitan area FMR for four of the
seven. The difference ranges from 1 percentage point in Cook County to 5 percentage points in
Dallas. For three PHAs, Chattanooga, Long Beach, and Mamaroneck, the share of units in
moderate-rent ZIP Codes with rents under SAFMR is higher than under metropolitan area FMRs.
In Chattanooga, this difference is small (4 percentage points), but in Long Beach, the difference
is 7 percentage points higher than under metropolitan area FMRs. In Mamaroneck, the difference
is 6 percentage points. Exhibit B-1.1 in Appendix B-1 provides a plot of the fitted linear
relationship between the share of units renting below SAFMR and metropolitan area FMR
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and rent ratio together with kernel density estimates of all rental units over rent ratio broken
out by the study PHAs. Exhibit B-1.2 in the appendix provides this data visualization by
cluster for the 138 comparison PHAs that provides a benchmark for pre- to post-SAFMR
implementation trends analyzed in subsequent chapters.

Exhibit 4-3: Share of Rental Units Below SAFMR and Metropolitan Area FMR by Site

Zip Code Rent Ratio Categories

Lower rent Moderate rent Higher rent Total
Zip Code rent ratio <90% 90%-110% >110%
PHA Share FMR | SAFMR | FMR | SAFMR | FMR | SAFMR | FMR | SAFMR

Laredo | Units affordable | 80 58 57 55 14 53 56 55
All rental units 26 60 15 100

Mamaroneck | Units affordable | 79 | 54 59 | 65 47 | 77 64 | 63
All rental units 36 45 20 100

Chattanooga | Units affordable| 64 | 45 42 | 46 21 | 32 42 | 44
All rental units 16 68 16 100

Cook County | Units affordable| 76 | 53 51 | 50 24 | 57 53 | 52
All rental units 33 45 22 100

Long Beach | Units affordable| 70 | 46 45 | 52 37 | 69 58 | 50
All rental units 56 33 11 100

Dallas | Units affordable | 70 | 38 47 | 42 23 | 50 45 | 44
All rental units 24 46 31 100

Plano | Units affordable | 63 | 32 40 | 38 21 | 51 34 | 43
All rental units 9 47 44 100

FMR = Fair Market Rent. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

Note: Analysis data set includes all ZIP Codes in PHA service areas where SAFMRs are implemented.

Sources: HUD FY2015 FMRs; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates (special
tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental units)

4.2 SAFMRs Reduce the Overall Number of Units with Rents below
the FMR

Importantly, for the SAFMR PHAs as a whole, and in five of the seven individual SAFMR
PHAs, fewer units have rents below the SAFMR than the metropolitan area FMR (Exhibit 4-4).
The exhibit shows that as intended, SAFMRs increase potential access to units in higher-rent
neighborhoods, more than doubling the number of units with rents below the SAFMR in

these areas. By the same token, SAFMRs decrease the number of units with rents below the
SAFMR in lower-rent neighborhoods, reducing the number of units available to HCV holders
by more than one-third. SAFMRs also slightly reduce units below the FMR in moderate-

rent neighborhoods.
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Exhibit 4-4: Count of Rental Units (1,000s) below Metropolitan Area FMR and SAFMR by
Rent Ratio
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FMR = Fair Market Rent. SAFMR = Small Area Fair Market Rent.

Note: Analysis data set includes all ZIP Codes in public housing agency service areas where SAFMRs are implemented.
Sources: HUD FY2015 FMRs; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates (special
tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental units)

The net effect is that across all site ZIP Codes, a total of slightly more than 648,500 units have
rents below the metropolitan area FMR, compared with slightly less than 626,500 units with
rents below the SAFMR. This difference is a loss of more than 22,000 units that have rents that
indicate they might otherwise be available to HCV holders. With a total of more than 1,290,000
rental units in these ZIP Codes, this difference represents a potential loss of 1.7 percent of the
total rental stock with rents that are accessible by HCV holders, or 3.4 percent of the stock that
would have rents under metropolitan area FMRs.

The effective impact of the loss of these units to HCV holders could be similar to a decrease in
the rental vacancy rate of the same magnitude in terms of the difficulty of finding units. HCV
holders’ challenge to finding units under SAFMRs could potentially be further compounded by
other challenges, such as a lack of familiarity with many of the neighborhoods where a larger
number of units become available.

Note that this discussion assumes that PHAs set payment standards equal to FMRs, which was
not always the case. Because this discussion focuses on the potential availability of units to HCV
holders under SAFMRs, and because PHAs in the future may make decisions about payment
standards different from the SAFMR PHAs, we believe that a focus on 100 percent of the FMR
and SAFMR was the most appropriate approach for this part of the analysis.
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421 Declines in Units with Rents below SAFMR

The decline in units with rents below the applicable FMR due to the introduction of SAFMRs is
not evenly distributed across the study sites. As shown in Exhibit 4-5, most of the drop in units
with rents below the SAFMR is for the Dallas and Long Beach PHAs. Dallas is not surprising,
because it is the largest PHA in terms of total rental units. Long Beach, however, is the fifth
largest PHA, ahead of only Chattanooga and Laredo, but had the second largest decrease in units
available. In Laredo and Mamaroneck, shifting to the SAFMR resulted in virtually no change in
the overall number of units below the applicable FMR. These PHAs are unique among the
SAFMR PHAs in that their jurisdictions are the same as the geographies for which their
respective FMRs are calculated. Impacts in Chattanooga and Cook County were also fairly
small. In percentage terms, Long Beach had by far the largest drop in units with rents below the
applicable FMR. As reported in Exhibit 4-3, Long Beach has the smallest share among the
SAFMR PHAs of rental units that are in higher-rent ZIP Codes (11 percent). So unlike other
SAFMR PHAs, a far greater share (56 percent) of units are in lower-rent ZIP Codes than in
moderate- or higher-rent ZIP Codes. This is possible because the Long Beach PHA’s jurisdiction
includes a relatively small portion of the larger Los Angeles-Long Beach-Glendale, CA HUD
Metro FMR Area over which FMRs are calculated.

Exhibit 4-5: Comparison of Total Units with Rents below the SAFMR and Metropolitan Area FMR

Total Units with Rents Below Percentage
FMR, All ZIP Code Rent Ratios Change, SAFMR
SAFMR FMR Difference Versus FMR

All SAFMR PHAs 626,483 648,607 -22,125 -3.4%
Laredo 14,163 14,317 — 208 —-1.4%
Mamaroneck 90,665 90,955 —-290 -0.3%
Chattanooga 23,395 22,673 721 3.2%
Cook County 152,749 155,401 - 2,652 -1.7%
Long Beach 54,140 62,575 — 8,435 —13.5%
Dallas 291,066 302,246 -11,180 -3.7%
Plano 101,009 80,163 20,846 26.0%

FMR = Fair Market Rent. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

Note: Analysis data set includes all ZIP Codes in PHA service areas where SAFMRs are implemented.

Sources: HUD FY2015 FMRs; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates
(special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates
(total rental units)

The size of the net change in units below the applicable FMR in a given geography depends on
how rental units are distributed across lower-, moderate-, and higher-rent ZIP Codes. In general,
if fewer rental units (that is, a higher rate of homeownership) are in higher-rent ZIP Codes than
in lower-rent ZIP Codes (that is, a lower rate of homeownership), then the shift to SAFMRs will
mean fewer units with rents below the SAFMR than with rents below the metropolitan area
FMR. The cap on SAFMRs of 150 percent of the 40th percentile metropolitan area FMR may
also contribute to this difference. If a given PHA has many very high-rent ZIP Codes (rents
greater than 150 percent of the FMR) relative to the overall metropolitan area, the cap on
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SAFMRs may result in few rental units renting below the SAFMR. Of course, these units
would not rent below the FMR either. For both SAFMR PHAs and comparison PHAs, about
two percent of rental units are in ZIP Codes that have an FY2015 SAFMR that is close to the
150-percent cap (that is, the ZIP Code has a rent ratio greater than 140). So it appears the cap

is high enough to not be a driver of the results we find on the change in number of units renting
below the respective FMR. However, the effect of SAFMRs on the availability of units to HCV
holders could be affected by the cap if a PHA has a larger share of ZIP Codes with median rents
that are much higher than the metro area median.

Exhibit 4-6 shows the difference in units with rents below SAFMR and FMR by rent ratio

for each PHA as a share of units with rents below FMR. No consistently predictable pattern
emerges. In some PHAs, including Dallas and Cook County, the loss of units renting below

the applicable FMR in lower-rent neighborhoods roughly offsets the gain in units in higher-rent
neighborhoods. In these PHAS’ jurisdictions, the drop-in units with rents below SAFMRs is
driven by the decline in units with rents below SAFMR in moderate-rent neighborhoods.

In Chattanooga and Laredo, the net change in units in each neighborhood type is very small,
therefore additions and subtractions essentially cancel each other out. In Mamaroneck, units in
lower-rent neighborhoods declined significantly, but these changes roughly equal the combined
increase in affordable units in moderate-rent and higher-rent neighborhoods. In Long Beach,
large losses in lower-rent neighborhoods more than offset small gains in higher-rent and
moderate-rent neighborhoods, leading to a substantial net decline. In Plano, a substantial (nearly
40 percent) increase in the higher-rent neighborhoods occurred, but the combined decrease in the
lower- and moderate-rent neighborhoods is only 12 percent. Additionally, as shown in Exhibit
4-7, the share of units under the applicable FMR in each PHA’s jurisdiction in each ZIP Code
rent ratio category varies widely across the SAFMR sites.
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Exhibit 4-6: Difference in Units with Rents below SAFMR and Metropolitan Area FMR as a
Percentage of Units with Rents below FMR by ZIP Code Rent Ratio Category
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FMR = Fair Market Rent. SAFMR = Small Area Fair Market Rent.

Note: Analysis data set includes all ZIP Codes in public housing agency service areas where SAFMRs are implemented.
Sources: HUD FY2015 FMRs; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates (special
tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental units)

Exhibit 4-7 shows the share of all rental units with rents below the applicable FMR in each
PHA'’s jurisdiction within each rent ratio category. Exhibit 4-7 depicts how SAFMRs result in

a different distribution of the types of ZIP Codes where units are likely to be affordable to HCV
holders. In Long Beach, for example, SAFMRs had the biggest effect on the availability of units
in lower-rent ZIP Codes. As shown in Exhibit 4-7, nearly 70 percent of all units with rents under
metropolitan area FMRs in Long Beach were in lower-rent ZIP Codes, whereas only about
one-half of the units renting under SAFMRs in Long Beach fell within lower-rent ZIP Codes.

In Long Beach, the loss in the share of units with rent below the applicable FMR in lower-rent
ZIP Codes was offset by increases split between the shares in moderate- and higher-rent ZIP
Codes. In Laredo, by contrast, the share of available units in moderate-rent ZIP Codes changed
relatively little, so that declines in the share of units in lower-rent ZIP Codes were offset mostly
by gains in higher-rent ZIP Codes.
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Exhibit 4-7: Distribution of Units with Rents below Applicable FMR by ZIP Code Rent Ratio
Categories
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Note: Analysis data set includes all ZIP Codes in public housing agency service areas where SAFMRs are implemented.
Sources: HUD FY2015 FMRs; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates (special
tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental units)

422 Declines in Units with Rents below SAFMR are a Consequence of the Concentration and
Distribution of Rental Units across ZIP Code Types

A partial explanation for the loss of more than 22,000 units potentially available to HCV
holders is shown in Exhibit 4-8, which summarizes the average number of rental units in
lower-, moderate-, and higher-rent ratio ZIP Codes overall and in each PHA’s jurisdiction.

As shown, across the SAFMR ZIP Codes, fewer rental units of any kind—whether affordable

to HCV holders or not—are in higher-rent ZIP Codes than in lower-rent ZIP Codes. This
difference is also true in six of the seven PHAs’ jurisdictions and dramatically so in Long Beach
and Plano, with an average of more than 12,000 rental units per lower-rent ZIP Code but only
about 4,000 per higher-rent ZIP Code. The one exception is Chattanooga, which has more rental
units per higher-rent ZIP Code than per lower-rent ZIP Code. This distribution of rental units

is to be expected, as lower-rent ZIP Codes tend to be densely populated urban neighborhoods,
and higher-rent ZIP Codes tend to be lower-density suburban neighborhoods. Nevertheless,
with declining FMRs in lower-rent ZIP Codes and increasing FMRs in higher-rent ZIP Codes,
the net effect is an overall loss in units.
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Exhibit 4-8: Average Number of Rental Units per ZIP Code by Rent Ratio Category

12,000

10,000

8,000

6,000

4,000

Rental Units per ZIP Code

2,000

Lower <90 i Moderate 90-110 Higher >110

PHA = public housing agency. SAFMR = Small Area Fair Market Rent.
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423 Declines in Units with Rents below SAFMR Do Not Necessarily Prevail in Other Geographies

It is important to note that SAFMRs do not necessarily result in a decrease in units affordable
to HCV holders. That is, the formula for calculating SAFMRs—the metropolitan area FMR
multiplied by the rent ratio—can result in a decrease or increase in the share of units renting
below SAFMRs relative to metropolitan area FMRs, depending on how rents are distributed
within the geography in question and within ZIP Codes within that geography. This is true
even within the small number of PHAs in our sample, with the number of units increasing

in Plano and Chattanooga and decreasing in the other SAFMR PHAs.

A recent analysis by the NYU Furman Center (2018) replicated our analysis approach for

the 24 metro areas in which HUD is now requiring SAFMRs to be used. This analysis finds

that “the number of units affordable to HCV holders would increase by more than nine percent
under SAFMRs.” This increase, however, is the result of variation across the 24 markets.
“Twenty metros are likely to see an increase in the number of available units, while four
metropolitan areas (Monmouth-Ocean, New Jersey; Gary, Indiana; Hartford-West Hartford-East
Hartford, CT; and North Port-Sarasota-Bradenton, FL) may experience a small reduction—Iless
than five percent—in the number of affordable units.” Additionally, the Furman Center analysis
intentionally uses the same methodology we use in this evaluation. As such, the findings do not
reflect the additional strategies that HUD has made available to PHAs in the SAFMR Final Rule
to mitigate the potential for a decline in the number of affordable units. These include a
10-percent floor on year-over-year changes in SAFMRs and the flexibility to raise payment
standards to 110 percent of the SAFMR. (See Treat (2018) for a discussion of these strategies.)
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4.3 SAFMRs Increase Access to ZIP Codes with Higher Opportunity Measures

We now turn to examining the extent to which the shift to SAFMRs increases the potential
access of HCV holders to areas of opportunity. As noted in chapter 3, our measures of access
to opportunity are poverty, school proficiency, job proximity, and environmental quality.

43.1 Opportunity Measures by Rent Ratio

The series of panels in Exhibit 4-9 show the relationship between opportunity measures and
rent ratio, confirming the hypothesis that opportunities are greater in higher-rent ZIP Codes.
The fitted regression line in the top panel shows the positive relationship between rent ratio
and our overall index. The accompanying table provides averages for each ZIP Code rent ratio
category. In lower-rent ZIP Codes, the average value (over all rental units) of our index of
overall opportunity is 29, compared with 54 in moderate-rent ZIP Codes, and 78 in higher-rent
ZIP Codes. Therefore, on average, lower-rent ZIP Codes have opportunity index values that
are lower than 71 percent of all rental units in the metropolitan area, whereas rental units in
the higher-rent ratio ZIP Codes have an index value that is greater than 78 percent of all

rental units in the metropolitan area.

Findings observed for the component indexes are as follows.

e A higher rate of nonpoverty indicates higher opportunity, and the exhibit shows higher
rates of nonpoor in higher-rent ratio ZIP Codes.

e Higher rates of school proficiency indicate higher-quality schools, and the exhibit shows
that higher-rent ZIP Codes have higher school proficiency indexes.

¢ A higher job proximity index indicates better access to jobs. The exhibit shows slightly
higher measures of job access in higher-rent ZIP Codes.

¢ A higher environmental quality index indicates better quality, and the exhibit shows
higher index values for higher-rent ZIP Codes.

Although we observe differences across rent ratio categories for all the component indexes,
percent nonpoor and school proficiency vary the most across categories, followed by
environmental quality. Job proximity has less variation, reflecting the fact that the distance
between ZIP Codes and job locations (weighted by employment size) is less consistently
positively correlated with rents than the other factors.

All indexes are normalized to be percentiles so that, for example, an index value that is 10 points
higher than another indicates an additional 10 percent of all units in the metropolitan area have

a lower value of the underlying opportunity measure. This normalization improves comparability
of averages across metropolitan areas and enables the component measures to be combined into
the overall opportunity index on a common scale.
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Exhibit 4-9: Opportunity Measures by Rent Ratio
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54



432 HCV Holders’ Potential Access to ZIP Codes across Measures of Opportunity, All PHAs

The previous exhibits show that, as expected, higher-rent ratio ZIP Codes tend to have higher
measures of neighborhood opportunity than do lower-rent ratio ZIP Codes. We now turn to the
potential for SAFMRs to change HCV holders’ access to opportunity measures. To do so, we
mirror the approach used for rent ratios above—measuring the share of units with rents below
SAFMRs and metropolitan area FMRs across three categories of ZIP Codes. For this analysis,
we categorize ZIP Codes based on relative values of the opportunity index within the respective
metropolitan area. This categorization provides a measure of the relative access to opportunity
provided by living in a housing unit in one ZIP Code versus other types of ZIP Codes in the
metropolitan area.

For each individual opportunity index and for the composite index as a whole, we created three
categories of ZIP Codes based on the index score.

¢ Lower Opportunity. ZIP Codes with index values below 25 (containing the 25 percent
of units in the metropolitan area with the lowest values of the index).

e Moderate Opportunity. ZIP Codes with index values in the 25-75 range (containing
the 50 percent of all units with index values that are both below at least 25 percent of
the units with the highest index values and above the 25 percent of all units in the
metropolitan area with the lowest index values).

e Higher Opportunity. ZIP Codes with index values greater than 75 (containing
the 25 percent of the units in the metropolitan area with the highest index values).

The following exhibits provide data visualizations of the share of units renting below SAFMR
and metropolitan area Fair Market Rent by the overall and the component opportunity indexes.
We present fitted regression plots and averages within the three opportunity categories to
examine the hypothesis that SAFMRs increase the potential for HCV holders to access higher-
opportunity neighborhoods. We note that, although each index is measured as a percentile rank,
the set of ZIP Codes in each category can be different from one index to the next since a ZIP
Code may have a higher value relative to ZIP Codes in the metro area for one opportunity
measure than another. To provide context for the estimates presented in the following exhibits,
we first describe the analysis sample for the overall opportunity index (Exhibit 4-10). Because
the numbers of ZIP Codes and units they contain in each category are similar across the
different opportunity indexes, we report this detail for the overall opportunity index only.
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Exhibit 4-10: Analysis Sample for Determining Share of Units with Rents below SAFMR and
Metropolitan Area FMR by Overall Index Category

Overall Index Category
N <25 25-75 >75
All SAFMR PHAs Units 1,290,864 303,588 607,184 380,092
ZIP Codes 411 45 177 189
Laredo Units 25,544 8,598 13,212 3,734
ZIP Codes 5 2 2 1
Mamaroneck Units 143,225 0 67,404 75,821
ZIP Codes 67 0 12 55
Chattanooga Units 53,390 18,592 16,479 18,319
ZIP Codes 30 7 14 9
Cook County Units 291.301 28,353 138,119 124,829
ZIP Codes 127 5 59 63
Long Beach Units 107,946 60,531 34,030 13,385
ZIP Codes 13 5 6 2
Dallas Units 668,981 187,514 337,939 143,528
ZIP Codes 168 26 84 58
Plano Units 236,040 33,474 120,048 82,518
ZIP Codes 52 2 23 27

FMR = Fair Market Rent. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

Sources: HUD FY2015 FMRs; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates (special
tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental units);
2014 ACS 5-year estimates (poverty rate/percent nonpoor); School Proficiency Index, 2011-2012 (HUD Open Data); Job
Proximity Index, 2010 (HUD Open Data); Environmental Health Hazard Index, 2005 (HUD Open Data)

Exhibit 4-11 shows the findings for the composite overall opportunity index. Similar to the
findings for rent categories, the plot shows that SAFMRs increase access to units in areas with
higher opportunity index values and reduce access to units in areas with lower opportunity index
values. The fitted relationship for FMRs slopes down, with fewer units renting below the metro
area FMR in ZIP Codes with higher opportunity measures. Meanwhile, the fitted relationship for
SAFMRs has a slight positive slope, with a bit less than one-half of all units, on average, renting
below the SAFMR across the range of opportunity index. The accompanying table reports
average shares for the ZIP Code opportunity categories. Slightly more than two-thirds (68
percent) of units in the ZIP Codes in the lowest quartile of opportunity neighborhoods had rents
below the metropolitan area FMR. In contrast, less than one-half (46 percent) of units in these
ZIP Codes had rents below the SAFMR. At the higher end of the opportunity scale, slightly more
than one-half (52 percent) of units had rents below the SAFMR, compared with about one-third
(34 percent) that had rents below the metropolitan area FMR.
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Exhibit 4-11: Access to Neighborhood Opportunity—Share of Units below Applicable FMR by
Composite Overall Opportunity Index
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Lower Moderate Higher
Opportunity | Opportunity Opportunity
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FMR SAFMR FMR | SAFMR FMR SAFMR
Units below applicable FMR 68 46 52 48 34 52

FMR = Fair Market Rent. SAFMR = Small Area Fair Market Rent.

Note: All ZIP Codes in public housing agency service areas where SAFMRs are implemented.

Sources: HUD FY2015 FMRs; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates (special
tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental units)

This finding shows that SAFMRs are doing what they are intended to do. A larger share of units
is potentially available to HCV holders in higher-opportunity areas under SAFMRs compared
with metropolitan area FMRs, and fewer units are potentially available to HCV holders in
lower-opportunity areas.

Exhibit 4-12 reports the average share of units below the applicable FMR in each neighborhood
type (for lower, moderate, and higher values of the component index) for each of the component
opportunity indexes separately and shows the same pattern. For each individual index, more
units are potentially available to HCV holders in higher-opportunity areas under SAFMRs
compared with metropolitan area FMRs, and fewer units are available in lower-opportunity
areas.
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Exhibit 4-12: Access to Neighborhood Opportunity, Share of Units below Applicable FMR by
Component Opportunity Indexes

Zip Code Component Index categories
Lower Moderate Higher
<25 25-75 >75
Units affordable
FMR SAFMR FMR SAFMR FMR SAFMR
Percent nonpoor 70 47 52 47 33 53
School proficiency 70 55 52 44 35 52
Job proximity 61 56 44 50 52 38
Environmental quality 51 39 49 47 52 63

FMR = Fair Market Rent. SAFMR = Small Area Fair Market Rent.

Note: All ZIP Codes in public housing agency service areas where SAFMRs are implemented.

Sources: HUD FY2015 FMRs; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates (special
tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental units);
2014 ACS 5-year estimates (poverty rate/percent nonpoor); School Proficiency Index, 2011-2012 (HUD Open Data); Job
Proximity Index, 2010 (HUD Open Data); Environmental Health Hazard Index, 2005 (HUD Open Data)

Seventy percent of units in ZIP Codes in which the percent of nonpoor households is
lower (that is, with the highest concentration of poverty) had rents below the metropolitan
area FMR, compared with 33 percent of units in ZIP Codes where the percent of nonpoor
households is higher (that is, with the lowest concentration of poverty). In contrast, fewer
than one-half of units in ZIP Codes in which the percent of nonpoor households is lower
had rents below the SAFMR, although more than one-half of units in ZIP Codes where
the percent of nonpoor households is lower had rents below the SAFMR. In other words,
many more units in lower-poverty areas could potentially be affordable to HCV holders
under SAFMRs compared with metropolitan area FMRs.

Similarly, 70 percent of units in ZIP Codes with lower school proficiency had rents
below the metropolitan area FMR, but only nearly 35 percent of units in ZIP Codes
with higher school proficiency had rents below the metropolitan area FMR. In contrast,
slightly more than one-half of units in both lower- and higher-proficiency school ZIP
Codes had rents below the SAFMR. This difference means that access to ZIP Codes
with more proficient schools is greater under SAFMRs compared with metropolitan
area FMRs.

A similar, but smaller, difference can be seen for environmental quality. Nearly one-half
of all units in each environmental quality area have rents below the metropolitan area
FMR. In contrast, 39 percent of units in lower-quality ZIP Codes have rents below the
SAFMR, compared with 63 percent of units in higher environmental quality ZIP Codes.

Improvements in job proximity are less pronounced than for other measures.
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The prior exhibits indicate that a larger share of the units in higher-opportunity neighborhoods

is affordable to HCV holders under SAFMRs compared with under metropolitan area FMRs.
However, we showed earlier (in section 4.2) that, across the full sample of SAFMR PHAs,
SAFMRs reduced the overall number of units with rents below the FMR. Therefore, although
more of the units in ZIP Codes with higher opportunity measures may be available, we must also
consider the distribution of rental units across opportunity categories.

To do so, Exhibit 4-13 summarizes the share of all rental units (whether or not the rent falls
below SAFMRs or metropolitan area FMRSs) that fall in each overall opportunity index category
for SAFMR public housing agencies as a group and individually. As reflected in the exhibit,
units in higher-opportunity ZIP Codes are not equally available across the PHAs. For example,
in Mamaroneck, no ZIP Codes, and therefore no rental units, are in the lowest-opportunity
category. HCV holders cannot use vouchers from Mamaroneck in a ZIP Code that is in the
metropolitan area’s bottom quartile (based on our overall opportunity index) without porting
vouchers to another PHA’s jurisdiction. Correspondingly, nearly 53 percent of units are in ZIP
Codes in the highest opportunity index category.

Exhibit 4-13: Share of All Rental Units Across Overall Opportunity Index Categories, by PHA
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PHA = public housing agency.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents; 2012 American Community Survey
(ACS) 5-year estimates (special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year
estimates (total rental units); overall opportunity index
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At the other extreme, the shares in Long Beach almost perfectly reverse those in Mamaroneck:
56 percent of all rental units are in the lowest opportunity index category, and only 12 percent
are in the top quartile of the overall opportunity index. Cook County follows Mamaroneck as
among PHAs with the lowest number of rental units in the lowest overall opportunity index
neighborhoods. Only 10 percent of all Cook County rental units are in ZIP Codes in this
category, and 43 percent are in the highest opportunity index ZIP Codes.

The exhibit highlights some limits to the impacts that SAFMR can have on HCV holders’
location in higher-opportunity neighborhoods. In Long Beach, a small portion of rental units—
whether below FMR or not—are in higher-opportunity neighborhoods (in the Los Angeles
metropolitan area). Therefore, far less potential exists for SAFMRs to improve access to these
neighborhoods than in Cook County, Mamaroneck, or even Chattanooga. Regardless, as shown
in Exhibit 4-13, SAFMRs do improve HCV holders’ access to higher opportunity index ZIP
Codes in every PHA jurisdiction. The exhibit compares the shares of units in each overall
composite index category for each of the SAFMR sites.

Exhibit 4-14 shows the same pattern as previous exhibits. Across the SAFMR sites, SAFMRs
reduce access to lower-opportunity ZIP Codes and increase access to higher-opportunity ZIP
Codes. The differences in access to opportunity between FMRs and SAFMRs are much larger

in some PHAs than in others, however. In Chattanooga and Laredo, shifting from the FMR to the
SAFMR leads to only a modest reduction in the share of units in ZIP Codes in lower-opportunity
areas renting below the applicable FMR—about 6 to 8 percentage points. The differences in
Dallas, Long Beach, and Plano, in contrast, are quite large. SAFMRs appear to have a much
larger impact in those places than in the other PHAs. Again in Mamaroneck, no ZIP Codes

have an overall opportunity index in the bottom quartile.

Exhibit 4-14: Share of Units below FMR and SAFMR in ZIP Codes by Overall Opportunity Index

Zip Code Rent Ratio Categories
Lower Opportunity Moderate Opportunity Higher Opportunity
<25 25-175 >75

PHA FMR SAFMR FMR SAFMR FMR SAFMR
Laredo 65 57 62 55 14 53
Mamaroneck - - 77 59 51 67
Chattanooga 55 49 40 39 32 43
Cook County 76 65 62 55 39 47
Long Beach 70 46 48 55 31 59
Dallas 67 42 44 42 21 48
Plano 53 29 40 43 17 47

FMR = Fair Market Rent. SAFMR = Small Area Fair Market Rent.

Note: All ZIP Codes in public housing agency service areas where SAFMRs are implemented.

Sources: HUD FY2015 FMRs; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates (special
tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental units)
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In the middle, one-half of the overall opportunity index category, the differences are smaller.

In general, the share of units in ZIP Codes with median rents below the SAFMR is smaller than
the share below the FMR in this index level. However, in Long Beach, the share of units is
slightly larger under SAFMRs than under FMRs.

The largest differences are generally in the top quartile of the opportunity index, which is in the
right-most panel of Exhibit 4-14. In Laredo, the share of units renting below the SAFMR in ZIP
Codes in the top quartile of the overall opportunity index is more than triple the share renting
below FMRs, from 14 percent of units to more than one-half (53 percent). Note, however, that
because this analysis is conducted at the ZIP Code level, and Laredo has only five ZIP Codes,

it is mathematically prone to very large swings.

Likewise, in Plano and Dallas, potentially accessible units in the highest opportunity quartile
are more than double under SAFMRs, and they are nearly double in Long Beach (although
few rental units are in such ZIP Codes in Long Beach).
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5. Impacts of Small Area Fair Market Rents on Housing Choice Voucher
Holder Locations

In contrast to the prior chapter, which focused on the potential impact of SAFMRs on HCV
holders’ ability to access areas of opportunity, this chapter focuses on the actual effects.
In brief, we found—

¢ Following the implementation of SAFMRs, HCV holders in the SAFMR PHAs more
frequently live in higher-rent ZIP Codes. The change is a result of a large increase in the
share of voucher holders that move into a higher-rent neighborhood as well as an increase
in the share of new voucher holders locating to higher-rent neighborhoods.

¢ Following the implementation of SAFMRs, HCV holders in the SAFMR PHAs are
slightly more likely to live in higher-opportunity ZIP Codes than before implementation
of SAFMRs. This change is a result of a large increase in moves to higher-opportunity
ZIP Codes among the HCV holders that move. A smaller increase in the share of new
HCYV holders locating to higher-opportunity ZIP Codes also contributes to the overall
change. These changes were not observed in the comparison PHAs.

e HCV holders with children are more likely to live in both higher-rent and higher-
opportunity ZIP Codes after implementation of SAFMRs. There is no change for
households that include a senior or that have a household head or co-head with a
disability. This finding is borne out both in the cross-tabulations and in the regressions
that adjust for other household and PHA characteristics.

e HCV holders in SAFMR PHAs are slightly less likely to move after the implementation
of SAFMRs as compared to HCV holders in comparison PHAs but are more likely to
move to a higher-opportunity ZIP Code.

e Households moving to a different ZIP Code are more likely to locate in neighborhoods
that have a lower share of minorities and a higher share of household heads with a
college degree after the introduction of SAFMRs. These changes were not observed
in the comparison PHAs.

Although SAFMRs are hypothesized to improve HCV holders’ access to units in higher-
opportunity areas, their actual experience could be influenced by a number of factors. These
factors include the manner in which PHAs execute the demonstration, landlords’ response to
the changes in payment standards, and HCV holders’ current circumstances. Moving to a
higher-opportunity area may or may not be possible given an HCV holder’s situation at the
time. Although affordability is a primary concern, the behavior of HCV holders is often driven
by other social, emotional, or logistical factors, including hesitation to switch their children’s
schools (DeLuca and Rosenblatt, 2010), fear of the unknown (for example, not knowing the
area or fearing rejection) (Charles, 2006), or lack of information about the benefits of
opportunity neighborhoods (Darrah and DeLuca, 2014).
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Even for HCV holders who are eager to move, issues such as the cost of moving (including
security deposits and first and last month’s rent) can be a significant barrier. Many low-income
families also understand the bang-for-the-buck trade-off they face when searching for housing.
They can find cheaper units with more amenities in higher-poverty areas, which may
accommodate their families’ needs for space and amenities (Wood, 2014; Rosenblatt

and DeLuca, 2012).

This chapter begins by reporting average trends in HCV holder locations. We first report the
share of HCV holders living in different categories of neighborhoods, categorized by rent ratio
and opportunity index. These averages establish the general trends in location outcomes for
HCYV holders before and after implementation of SAFMRs and contrasts the trends for SAFMR
and comparison PHAs. This analysis shows both what the location outcomes are for HCV
holders and also how they changed with the implementation of SAFMRs. We then present the
findings from a more technical multivariate, differences-in-differences regression analysis.
This analysis provides a robust statistical model that isolates the effect of SAFMRs on HCV
holder location outcomes. Like the first analysis, the model compares trends in location
outcomes for SAFMR PHAs to the trends for the set of comparison PHAs. But the formal
statistical model also statistically controls for observable household characteristics, the PHA
in which a household lives, and time trends.

5.1 Average Location Outcomes Before and After SAFMRs

This section analyzes where HCV holders live following the implementation of SAFMRs.
Throughout this section, we compare HCV holder location outcomes in 2010—before SAFMRs
went into effect—to two follow-up years, 2015 and 2017. As of 2015, SAFMR-based payment
standards were in effect for all HCV holders. We reported on location outcomes in 2015 in the
interim report. We now include newly available data through 2017, which allows us to study
whether and how the effects of introducing SAFMRs may evolve over time. We first look at
where HCV holders live in terms of ZIP Code rent ratios; we then turn to an analysis of where
HCYV holders live relative to opportunity measures.

A change in HCV holder location outcomes from before to after the implementation of SAFMRs
is not necessarily the result of SAFMRs. This is because in addition to the introduction of
SAFMRs, a number of factors that could influence HCV holders’ location outcomes—notably
a recovering economy and housing market—were also changing over this period. Therefore,
we also compare the average location outcomes for HCV holders in the SAFMR PHAs to the
average location outcomes of a large group of PHAs where SAFMRs were not in effect (the
comparison group PHAs) over the same time period. This comparison provides a baseline
scenario for what changes otherwise could have been expected in the SAFMR PHAs.

To analyze changes in HCV holder location outcomes, we use a static measure of
neighborhood characteristics that ensures each neighborhood is characterized consistently over
time. Our measures of neighborhood characteristics generally use data for a period coinciding
with the beginning of the SAFMR demonstration. For example, measures (including the rent
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ratio as well as some of the opportunity measures) based on ACS data use the 2008-2012-year
ACS file. See chapter 3 for more details on how we measure neighborhood characteristics.>!

This analysis of average location outcomes comparing changes in mean outcomes in SAFMR
PHAs before and after SAFMRs to changes in comparison PHAs over the same time period
previews the statistical regression model in section 5.2. The results we present here are
confirmed in the more formal statistical model that adjusts for additional covariates and
employs a more flexible definition of our location outcome.

We make comparisons for all HCV holder households as well as a number of subgroups for
whom the effects of SAFMRs are of particular interest. As outlined in chapter 2, we consider
HCV holders who are new to the program, who move, who have dependent children, who
include an adult over the age of 62, or that have a household head or co-head with a
self-reported disability.

The comparisons in this section are calculated using the ZIP Codes where HCV holders live as
recorded in the last quarter of administrative data in which they are observed in the respective
year. Exhibit 5-1 reports the sample size for the analyses that follow, broken out by ZIP Code
rent ratio category. Our analysis is of the households in SAFMR PHAs (44,084 in 2010, 48,453
in 2015, and 47,842 in 2017) and the relatively large number of households we observe in the
138 comparison PHAs (over 550,000 in each year).

31 It is possible that changes in HCV payment standard will ultimately indirectly influence neighborhood

characteristics, including some opportunity measures. However, it is unlikely that these changes will be evident
for multiple years, and examining such changes is beyond the scope of this study. It is similarly possible that we
may be missing changes in the nature of opportunity within certain neighborhoods—either increasing or
decreasing opportunity and unrelated to SAFMRs—that happen over the time frame of our analysis.
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Exhibit 5-1: Number of HCV Holder Households in Analysis Sample by ZIP Code Rent Ratio

Zip Code Rent Ratio Category

Lower Moderate Higher
<90 90 - 110 >110 Total

Year 2010 2015 2017 2010 2015 2017 2010 2015 2017 2010 2015 2017
SAFMR PHAs 17,354 | 18,425 | 17,461 | 19,186 | 20,457 | 19,897 | 7,544 | 9,571 | 10,484 | 44,084 | 48,453 | 47,842
Laredo 514 315 294 980 1,084 1,119 56 193 221 1,550 1,592 1,634
Mamaroneck 90 83 88 131 117 116 387 340 313 608 540 517
Chattanooga 945 1,232 1,140 2,081 2,524 2,565 207 308 324 3,233 4,064 4,029
Cook County 4,051 4,903 4,935 5,866 6,175 6,166 2,758 | 3,285 | 4,016 | 12,675 | 14,363 | 15,117
Long Beach 5,487 5,709 5,602 1,264 1,321 1,270 57 74 80 6,808 7,104 6,952
Dallas 6,198 6,099 5,332 8,156 8,730 8,192 3,514 | 4,798 | 5,000 | 17,868 | 19,627 | 18,524
Plano 69 84 70 708 506 469 565 573 530 1,342 1,163 1,069
Comparison PHAs | 143,552 | 137,729 | 141,303 | 341,318 | 339,823 | 338,372 | 76,821 | 75,004 | 73,899 | 561,691 | 552,556 | 553,574

HCV = Housing Choice Voucher. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 SAFMRs (rent ratio calculation); HUD Public and Indian Housing Information Center administrative data

extract (counts)
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5.1.1 Participant Locations in SAFMR PHAs by Rent Ratio

Exhibit 5-2 shows where HCV holders live in terms of the rent ratios of their units’ ZIP Codes
in 2010, 2015, and 2017 for the seven SAFMR PHAs and the comparison PHAs. The exhibit
provides indications that SAFMRs are gradually changing where some HCV holders reside.
Across all SAFMR PHAs, 17 percent of HCV households lived in higher-rent ratio ZIP Codes
in 2010 prior to the implementation of SAFMRs. This percentage increased to 20 percent in
2015, and to 22 percent in 2017; the difference between 2017 and 2010 is statistically
significantly at the 0.001 level. HCV holders moved to these higher-rent ratio ZIP Codes from
both the moderate-rent ratio ZIP Codes, whose share decreased by 2 percentage points, and the
lower-rent ratio ZIP Codes, whose share decreased by 3 percentage points. The difference
between 2017 and 2010 in the lower-rent category is statistically significant at the 0.05 level.

In contrast, in the comparison PHAs, the percentage living in higher-rent ratio ZIP Codes
stayed close to the baseline of 14 percent, with a decline of less than one percentage point

(one percentage point after rounding) by 2017. In 2010, before the SAFMR demonstration
began, a larger share of HCV holders in the SAFMR PHAs lived in ZIP Codes with rent ratios
below 90 (about 39 percent) than in the comparison PHAs (26 percent). In other words, HCV
holders in the SAFMR PHAs tend to have lower rents relative to their metropolitan areas
compared with other PHAs in the selection universe. Given this baseline difference between
the SAFMR PHAs and PHAs in the comparison group, it is not appropriate to directly compare
the share of HCV holders in a particular category (that is, lower-rent) in SAFMR PHAs and
comparison PHAs in a given year. Rather, we examine how the distribution of HCV holders
change over time in SAFMR PHAs and compare this change to the change over the same time
period among the comparison PHAs. The difference between (a) the change from 2010 to 2017
in the share in higher-rent ZIP Codes in the SAFMR PHAs and (b) the change in the share in
higher-rent ZIP Codes in same period in the comparison PHAs is 5.1 percentage points, which
is statistically significantly different from zero at the 0.001 level. This increase is the combined
offset of the declines in the shares in both lower- and moderate-rent ZIP Codes in SAFMR PHAs
relative to the fairly stable shares in comparison PHAs.

66



Exhibit 5-2: Rent Ratios of ZIP Codes Where HCV Holders Live before and After SAFMRs
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HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.

***** For stacked bars, indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010
with p-value of less than 0.001 and 0.01, respectively. For difference in differences, indicates the statistic is significantly
different from zero.

The table reports the difference between SAFMR and Comparison PHAs in the change between 2010 and 2017 in the share
in each ZIP Code category.

Statistical tests of differences (and difference in differences) in proportions are calculated with standard errors clustered
by ZIP Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 SAFMRs (rent ratio calculation); HUD Public and Indian Housing
Information Center administrative data extract (shares)

Although the changes in the number of HCV holders living in moderate- and lower-rent ratio
ZIP Codes in SAFMR PHAs (2 and 3 percentage points respectively) represent a relatively
small share of HCV holders living in these neighborhoods, the 5-percentage point change in
the share living in higher-rent ratio neighborhoods is large considering the initial starting share.

Exhibits 5-3 and 5-4 show how the ZIP Code rent ratio location changes over time for existing
HCYV holders that move from one ZIP Code to another and for households that first use HCVs
(new HCV holders). Because it can take multiple years for a household to contemplate and
follow through with a move, it is helpful to separately analyze the subgroups actually move

or that are new. We focus specifically on movers to new ZIP Codes in order to examine the
potential of SAFMRs to facilitate moves to higher opportunity areas.

To increase the number of new and moving HCV holders in these analysis subgroups, we

observe new voucher use and moves over a 2-year window. We count households that were new
or moved in 2009 or 2010 in the 2010 bars, households that were new or that moved in 2014 and
2015 in the 2015 bars, and households that were new or moved in 2016 or 2017 in the 2017 bars.
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Exhibit 5-3 shows the rent ratio of the new (destination) ZIP Code for the moving household.
The same general pattern observed for all HCV holders is starker for those who move to new
ZIP Codes. In the SAFMR PHAs, the share of ZIP Code mover households rose from 19 percent
in 2010 to 31 percent in 2017. The change is statistically significant at the 0.001 level. In other
words, in 2017, almost one-third of voucher households in the SAFMR PHAs that moved to a
new ZIP Code moved into higher-rent ratio ZIP Codes. At the comparison PHAs, the share of
movers to new ZIP Codes who live in higher-rent ratio ZIP Codes remained constant at about
14 percent. So the differential gain in SAFMR PHAs relative to comparison PHAs in the share
of households moving to higher-rent ZIP Codes is 13 percentage points, which is statistically
significant at the 0.001 level. This increase corresponds to a 7- and 6-percentage point reduction
in the share that move to moderate- and lower-rent ratio neighborhoods, respectively, relative to
the fairly stable shares in comparison PHAs.

Exhibit 5-3: Rent Ratios of ZIP Codes where Recent ZIP Code Mover HCV Holders Live before and
After SAFMRs
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Notes: There were 8,982 recent mover households in 2010, 7,657 in 2015, and 7,255 in 2017 in the SAFMR PHAs. There
were 109,466 recent mover households in 2010, 95,428 in 2015, and 95,010 in 2017 in the comparison PHAs. Recent mover
is defined as having moved in a 2-year window (for example in 2009 or 2010).

HCV = Housing Choice Voucher. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

** **.* indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010 with p-value of
less than 0.001, 0.01, and 0.05. For difference in differences, indicates the statistic is significantly different from zero.
Statistical tests of differences (and difference in differences) in proportions are calculated with standard errors clustered
by ZIP Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 SAFMRs (rent ratio calculation); HUD Public and Indian Housing
Information Center administrative data extract (counts)
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As shown in Exhibit 5-4, for new HCV holders, the share of HCV holders in SAFMR PHAs who
leased up in higher-rent ratio ZIP Codes in 2017 increased to 19 percent relative to 14 percent in
2010. The increase is drawn from both moderate- and lower-rent ratio ZIP Codes (between 2

and 4 percentage points from each). Still, 38 percent of new HCV holders initially use vouchers
in neighborhoods with median rents below 90 percent of the metropolitan area median in 2017.
The differential change in SAFMR PHAs s relative to comparison PHAs is 5 percentage points
for the share leasing up in higher-rent ZIP Codes. Despite the relatively small sample of new
HCYV holders in SAFMR PHAs, this difference is statistically significant from zero at the

0.05 level.

Exhibit 5-4: Rent Ratios of ZIP Codes where New HCV Holders Live Before and After SAFMRs
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Notes: There were 2,539 new HCV holders in 2010, 5,153 in 2015, and 3,981 in 2017 in SAFMR PHAs. There were 71,588
new HCV holders in 2010, 61,919 in 2015, and 56,907 in 2017 in the comparison PHAs.

New HCYV holder is defined as first using a voucher in a 2-year window (for example in 2009 or 2010).

HCV = Housing Choice Voucher. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

*** indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010 with p-value
of less than 0.01 and 0.05. For difference in differences, indicates the statistic is significantly different from zero.
Statistical tests of differences (and difference in differences) in proportions are calculated with standard errors
clustered by ZIP Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 SAFMRs (rent ratio calculation); HUD Public and Indian
Housing Information Center administrative data extract (counts)
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An analysis of key subgroups finds the overall findings are driven to a great extent by
households with children, while households that include seniors and have heads or co-heads
with disabilities do not exhibit meaningful changes in the share living in each of our rent ratio
categories. As shown in Exhibit 5-5, the share of households with children in SAFMR PHAs that
live in higher-rent ratio neighborhoods increases by 9 percentage points from 2010 to 2017.
This change is highly statistically significant and corresponds to decreases in both of the other
rent ratio categories. No such trend is observed for comparison PHAs, so the difference in
differences measures (not reported separately in the exhibit) include a 9.6 percentage point
larger increase in the share of households with children living in higher-rent neighborhoods
SAFMR PHAs than in comparison PHAs from 2010 to 2017 that is statistically significant

at the 0.001 level. The other two neighborhood types have relative changes in the shares of
-4.6 percentage points (moderate) and -5.0 percentage points (lower) that are both statistically
significantly different from zero.

In contrast, the shares of households that include a senior or are headed or co-headed by an adult
with a disability in SAFMR PHAs living in each of the ZIP Code rent ratio categories remains
effectively unchanged over our study period, with the exception of a small increase in the share
of households with a head or co-head with a disability that live in higher-rent neighborhoods.
The two-percentage point increase in this category in SAFMR PHAs and the small decrease

in this category in comparison PHAs result in a 2.3 percentage point differential increase in
SAFMR PHAs that is statistically significantly different from zero at the 0.05 level.

Exhibit 5-6 presents the share of HCV holders living in ZIP Codes within each rent ratio
category by SAFMR PHA site for all HCV holders in 2010 and 2017. The exhibit shows that
overall increases in the percentages of voucher households in higher-rent ratio ZIP Codes were
concentrated in Cook County, Dallas, and Plano. Laredo also has a large increase, but has a small
number of ZIP Codes, making findings in Laredo less statistically robust. In Laredo, the share
increased from 4 to 14 percent, in Cook County, from 22 to 27 percent, in Dallas, from 20 to 27
percent, and in Plano, from 42 to 50 percent. The changes over time in the share living in higher-
rent ZIP Codes in Dallas and Plano are statistically significant, though the changes in Cook
County and Laredo are not.>?

32 The p-value for the changes in both moderate and higher rent categories in Cook County are 0.064 and 0.067,

respectively.
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Exhibit 5-5: Rent Ratios of ZIP Codes where HCV Holders Live—Households with Children,

Seniors, or a Head or Co-head with a Disability
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HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.
% ** * indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010 with p-value
of less than 0.001, 0.01, and 0.05.
Statistical tests of differences (and difference in differences) in proportions are calculated with standard errors clustered

by ZIP Code.
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Sources: HUD FY2015 Fair Market Rents; HUD FY2015 SAFMRs (rent ratio calculation); HUD Public and Indian Housing
Information Center administrative data extract (counts and subgroups)
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Exhibit 5-6: Share of HCV Holders by Rent Ratios in ZIP Codes where They Live Before and After
SAFMRs
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Share of HCV holders

Laredo  Mamaroneck Chattanooga Cook County Long Beach Dallas Plano
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HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.

** *x * indicates that share in 2017 is statistically different from the share in same category in 2010 with p-value of less
than 0.001, 0.01, and 0.05.

Statistical tests of differences (and difference in differences) in proportions are calculated with standard errors clustered
by ZIP Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 SAFMRs (rent ratio calculation); HUD Public and Indian Housing
Information Center administrative data extract (counts)

Exhibit 5-7 shows the results for each SAFMR site for new HCV holders and for existing HCV
holders that move to a new ZIP Code. The share of both new households and households that
moved to new ZIP Code located in higher-rent ratio ZIP Codes increased between 2010 and
2017 in all sites except Mamaroneck. Only some of these increases were statistically significant,
however. There were statistically significant increases in the share of ZIP Code movers that
located in a higher-rent ZIP Code in Mamaroneck, Cook County, and Dallas. None of the
increases for new HCV holders were statistically significant. In Mamaroneck, the share of new
HCYV holders that rented in higher-rent ratio ZIP Codes actually decreased from 83 percent to 38
percent following implementation of SAFMRs. While this change is statistically significant,
there were only 18 new HCV holders in Mamaroneck in 2009 and 2010, so these numbers may
reflect the idiosyncratic circumstances of a small number of households.
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Exhibit 5-7: Distribution of Rent Ratios by Site for All SAFMR Public Housing Agencies—New
HCV Holders and ZIP Code Movers

ZIP Code Movers

_ 100% %%
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Laredo  Mamaroneck Chattanooga Cook County Long Beach Dallas Plano
m Lower = Moderate Higher
<90 90-110 >110

Note: The table reports the number of ZIP Code movers in the 2 years ending in the year listed in each site by year.

Cook Long
Laredo | Mamaroneck | Chattanooga | County Beach Dallas Plano
2010 273 70 676 2,560 1,102 4,102 199
2017 151 31 676 2,234 710 3,293 160
New HCV Holders
100%
&
S 80%
2
> 60%
2
%5 40%
()
& 20%
L
w
0%
2010 2017 2010 2017 2010 2017 2010 2017 2010 2017 2010 2017 2010 2017
Laredo  Mamaroneck Chattanooga Cook County Long Beach Dallas Plano
® Lower L Moderate Higher
<90 90-110 > 110

Note: The table reports the number of new households (in the 2 years ending in the year listed) in each site by year.

Laredo [ Mamaroneck | Chattanooga | Cook County | Long Beach | Dallas Plano
2010 168 18 456 366 414 985 132
2017 264 40 513 903 649 1,538 74

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.
Recent Mover and New HCV holder are defined as moving or first using a voucher in a 2-year window.
**** indicates that share in 2017 is statistically different from the share in same category in 2010 with p-value of less than
0.001 and 0.05. Differences in proportion calculated with standard errors clustered by ZIP Code.
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Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents (rent ratio calculation); HUD Public
and Indian Housing Information Center administrative data extract (shares)

Turning to key subgroups of interest, Exhibit 5-8 shows the changes from 2010 to 2017 in the
share of HCV holders living in each ZIP Code rent ratio category for each subgroup. Results for
households with children in each site are similar in nature to the results for all households, except
with slightly larger increases in the share of households locating in higher rent neighborhoods for
sites that have increases. As with the combined results for all SAFMR PHAs, we observe no
substantive changes for households with seniors or heads or co-heads with disabilities. One
potential explanation is that seniors and persons with disabilities generally move less often

than families with children.

Exhibit 5-8: Distribution of Rent Ratios by Site for All SAFMR Public Housing Agencies—
Households with Children, Seniors, and Adults with Disabilities

Households with Children
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Note: The table reports the number of HCV holders with children in each site by year.
Cook Long
Laredo | Mamaroneck | Chattanooga | County Beach Dallas Plano
2010 1,090 199 1,997 7,289 2,980 9,636 722
2017 1,116 132 2,316 7,355 1,998 9,172 483

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.
% ** *indicates that share in 2017 is statistically different from the share in same category in 2010 with p-value of less

than 0.001, 0.01, and 0.05.

Differences in proportion calculated with standard errors clustered by ZIP Code.
Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents (rent ratio calculation); HUD Public
and Indian Housing Information Center administrative data extract (shares)
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Seniors (household member over 62)
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Note: The table reports the number of HCV holders with senior household member in each site by year.
Cook Long
Laredo | Mamaroneck | Chattanooga | County Beach Dallas Plano
2010 320 195 415 2,421 1,626 2,878 401
2017 309 174 594 3,080 2,499 3,617 374
Household Head or Co-head with a Disability
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Note: The table reports the number of HCV holders with household head or co-head with a disability in each site by year.

Cook Long
Laredo | Mamaroneck | Chattanooga | County Beach Dallas Plano
2010 319 247 1077 4,573 3,521 6,596 360
2017 414 258 1291 5,281 3,702 7,458 483

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.

** *indicates that share in 2017 is statistically different from the share in same category in 2010 with p-value of less than

0.01 and 0.05.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents (rent ratio calculation); HUD Public

and Indian Housing Information Center administrative data extract (shares)
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Exhibits 5-9 and 5-10 provide greater detail on the HCV holders who moved ZIP Codes in
SAFMR and comparison PHAs, comparing the rent ratio of each household’s initial
neighborhood with the rent ratio of the neighborhood to which the household moved. Exhibit
5-8 shows movers in SAFMR PHAs in 2010, 2015, and 2017. As reflected in the exhibit,
between 2010 and 2017, there were increases in the share of movers who relocate to ZIP Codes
with rent ratios greater than 110 from HCV holders among movers originating in each of the
three types of rent ratio neighborhoods. For example, the share of mover households that move
from a ZIP Code with a rent ratio less than 90 into a different ZIP Code with a rent ratio less
than 90 falls from 54 percent in 2010 to 47 percent 2017, corresponding to a 7-percentage point
increase in 2017 in the share of households that move into ZIP Codes with a rent ratio greater
than 110. These shifts are statistically significant.

Exhibit 5-10 shows that these patterns of moves do not appear in the comparison PHAs. Rather,
the patterns are consistent from 2010 to 2017 across all origination ZIP Code rent ratio
categories, except for a decrease in households moving from higher-rent ZIP Codes to
higher-rent ZIP Codes.

Exhibit 5-9: Rent Ratios in ZIP Code Movers’ Destination ZIP Codes by Rent Ratio in Origination
ZIP Code—SAFMR PHAs
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Share of Movers by Destination ZIP Code Rent Ratio Category

Notes: The following table reports the number of households (in the 2 years ending in the year listed) that moved from an
originating ZIP Code in each rent ratio category. The number of households that moved but stayed in the same ZIP Code
and the total number of households in the move analysis (including those that did not move) are included for context.
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Total HCV
Originating ZIP Code Type HCV Holders Holders in
Moving Within Analysis
Lower< | Moderate | Higher> Neighborhood (Including
90 90-110 110 Total (Not in Chart) Nonmovers)

2010 3,425 3,895 1,387 8,707 3,796 40,781
2015 2,645 3,430 1,458 7,533 2,444 42,478
2017 2,469 3,181 1,513 7,163 1,580 44,612

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.

x4 * indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010 with p-value of
less than 0.001, 0.01, and 0.05.

Differences in proportion calculated with standard errors clustered by ZIP Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents (rent ratio calculation); HUD Public
and Indian Housing Information Center administrative data extract (shares)

Exhibit 5-10: Rent Ratios in ZIP Code Movers’ Destination ZIP Codes by Rent Ratio in Origination
ZIP Code—Comparison Public Housing Agencies
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Notes: The following table reports the number of households (in the 2 years ending in the year listed) that moved from an
origination ZIP Code in each rent ratio category. The number of households that moved but stayed in the same ZIP Code
and the total number of households in the move analysis (including those that did not move) are included for context.
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Originating ZIP Code Type Total HCV

HCV Holders Holders in
Moving Within Analysis

Lower< | Moderate | Higher> Neighborhood (Including

90 90-110 110 Total (Not in Chart) Nonmovers)

2010 27,946 65,602 13,042 106,595 46,106 496,810
2015 22,731 58,826 12,055 93,612 30,669 503,259
2017 23,873 58,403 11,397 93,673 22,938 516,334

HCV = Housing Choice Voucher. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

** *indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010 with p-value of
less than 0.01, and 0.05.

Differences in proportion calculated with standard errors clustered by ZIP Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents (rent ratio calculation); HUD Public
and Indian Housing Information Center administrative data extract (shares)

As reflected in the table at the bottom of Exhibit 5-9, the share of movers who moved ZIP Codes
in SAFMR PHAs increases from 70 percent in 2010 to 82 percent in 2017. However, the share
of all HCV holders who moved neighborhoods over a 2-year period decreases from 21 percent
in 2010 to 16 percent in 2017. In other words, the overall incidence of moving declines among
SAFMR PHAs, but those who moved are more likely to move ZIP Codes. Possible reasons for
this decline include that SAFMRs add complexity to moving with a voucher or that considering
a wider range of neighborhoods slows down the process of moving (and thus the annual move
rate). As reflected in the table at the bottom of Exhibit 5-10, somewhat similar changes are seen
in the comparison PHAs (though there was a slightly smaller reduction in the incidence of
moving), suggesting the change observed in SAFMR PHAs may be due to factors besides the
introduction of SAFMRs.

5.1.2 Opportunity Measures in ZIP Codes where SAFMR Holders Reside

We next turn to a comparison of the opportunity measures of locations where HCV holders live
before and after introduction of SAFMRs.

Exhibit 5-11 shows that the share of HCV holders living in higher-opportunity areas increased
following the implementation of SAFMRs. Prior to implementation of SAFMRs, 11 percent of
HCV holders in SAFMR PHAs lived in ZIP Codes with the highest opportunity levels, whereas,
following implementation, about 13 percent live in these ZIP Codes in 2015 and 14 percent in
2017. These differences between the share of HCV holders in higher-opportunity ZIP Codes in
2017 and both 2015 and 2010 are statistically significant at the 0.01 level. As was the case with
rent ratios, effectively no change occurred in the comparison PHAs. Among comparison PHAs, a
slight decrease in the share of HCV holders living in higher-opportunity neighborhoods in 2015
and 2017 rounds to the same 9 percent observed in 2010, though the change between 2010 and
2017 is statistically significant at the 0.05 level. (Recall that these shares are calculated for a
disproportionately large number of ZIP Codes—we cluster standard errors by ZIP Code for
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statistical testing—in comparison PHAs, so relatively small changes are nonetheless statistically
significant). The difference in the change from 2010 to 2017 in the share in higher-opportunity
index ZIP Codes in the SAFMR PHAs and the change in the share in higher-opportunity index
ZIP Codes in the same period in the comparison PHAs is 3.1 percentage points, which is
statistically significantly different from zero at the 0.001 level. This increase comes with declines
in both lower- and moderate-opportunity index ZIP Codes in SAFMR PHAs relative to the fairly
stable shares in comparison PHAs.

Exhibit 5-11: Share of All HCV Holders by Opportunity Categories Before and After SAFMRs
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HCV = Housing Choice Voucher. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

%% *indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010 with

p-value of less than 0.001, 0.01, and 0.05. Differences in proportion calculated with standard errors clustered by ZIP Code.
Sources: HUD FY2015 Fair Market Rents; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates
(special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental
units); HUD Public and Indian Housing Information Center administrative data extract (counts); overall opportunity index

Exhibits 5-12 and 5-13 show that recent movers and new HCV holders in SAFMR PHAs are
increasingly locating to higher opportunity ZIP Codes over time after the implementation of
SAFMRs. Exhibit 5-12 shows that the share of recent movers to new ZIP Codes in SAFMR
PHAs living in higher-opportunity neighborhoods increased by 8 percentage points from 2010
to 18 percent in 2017. As with neighborhood rent ratio categories presented in the prior section,
we observe no substantial changes for comparison PHAs over the same time period. As a result,
the differential increase in the share of ZIP Code movers in SAFMR PHAs locating to higher-
opportunity index ZIP Codes is 8.3 percentage points, which is statistically significantly
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different from zero at the 0.001 level. The differential increase is accompanied by declines that
are similarly split between those living in lower- and moderate-opportunity index ZIP Codes.

Exhibit 5-12: Share of All HCV Holders by Opportunity Categories Before and After SAFMRs—ZIP
Code Movers
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Recent mover is defined as having moved in a 2-year window (for example in 2009 or 2010).

*** * For stacked bars, indicates that share in 2017 or 2015 is statistically different from the share in same category

in 2010 with p-value of less than 0.001 and 0.05. For difference in differences, indicates the statistic is significantly
different from zero.

Table reports the difference between SAFMR and comparison PHAs in the change between 2010 and 2017 in the share in
each ZIP Code category.

Statistical tests of differences in proportion calculated with standard errors clustered by ZIP Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates
(special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental
units); HUD Public and Indian Housing Information Center administrative data extract (counts); overall opportunity index

Exhibit 5-13 shows that the share of new HCV holders using their voucher in ZIP Codes in the
top quartile of the overall opportunity measure increased by 5 percentage points between 2010
and 2017 to 14 percent. As with all HCV holders and ZIP Code movers, the share of new
households in comparison PHAs in ZIP Codes in each overall opportunity category remains
nearly the same in all years. As a result, the differential increase in new voucher holders locating
in higher-opportunity index ZIP Codes in SAFMR PHAs versus comparison PHAs is 5.5
percentage points and is statistically significantly different from zero at the 0.01 level. This
differential increase is offset by a relative decrease in new voucher holders locating in lower-
opportunity index neighborhoods and a slight increase in the differential change in the share
locating in moderate-opportunity index ZIP Codes. Because of the relatively small sample size
of new voucher holders (with standard errors clustered by ZIP Code), the differential changes
in these categories are not statistically significantly different from zero.
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Exhibit 5-13: Share of All HCV Holders by Opportunity Categories Before and After SAFMRs—
New Households
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PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

New HCYV holder is defined as first using a voucher in a 2-year window (for example in 2009 or 2010).

** indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010 with p-value of less
than 0.01. Differences in proportion calculated with standard errors clustered by ZIP Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates
(special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental
units); HUD Public and Indian Housing Information Center administrative data extract (counts); overall opportunity index

The share of households living in each ZIP Code opportunity index category for the subgroups of
interest are shown in Exhibit 5-14. Patterns for households with children are similar in nature to
that of the overall population—there was a 5-percentage point increase in households living in
higher opportunity neighborhoods over time. A higher share of households with a senior live in
neighborhoods with lower opportunity scores, a contrast to the consistent shares living in lower-
rent ZIP Codes over time reported in Exhibit 5-4. HCV holder households with a head or co-
head with a disability have a slight increase in the share living in higher-opportunity
neighborhoods. Again, because the shares in each category are effectively stable over time in
comparison PHAs, difference-in-difference calculations (not reported) are very close to the
changes over time in each category in SAFMR PHAs.

Exhibit 5-14: Share of All HCV Holders by Opportunity Categories Before and After SAFMRs—
Households with Children, Seniors, or a Head or Co-head with a Disability

Households with Children
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% *indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010 with p-value of
less than 0.001, 0.01, and 0.05.

Statistical tests of differences in proportion calculated with standard errors clustered by ZIP Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 SAFMRs; 2012 American Community Survey (ACS) 5-year estimates
(special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year estimates (total rental
units); HUD Public and Indian Housing Information Center administrative data extract (shares); overall opportunity index

Exhibit 5-15 shows how the changes in the share of households living in each category of the
ZIP Code opportunity index varied across the SAFMR PHAs. The overall increase in the share
of HCV holders living in higher-opportunity areas is driven nearly entirely by the same three
PHAs that drove the rent changes shown above: Dallas, Laredo, and Plano. The share of all HCV
holders living in higher-opportunity ZIP Codes does not change much between 2010 and 2017 in
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the other four SAFMR PHA s (a 3-percentage point increase in Chattanooga is not statistically
significant). At the same time, with the exception of Dallas and Mamaroneck, there was no
change or were small increases in the share of HCV holders living in lower-opportunity ZIP
Codes between 2010 and 2017, though these changes were statistically significant only in Plano.

Exhibit 5-15: Distribution of Opportunity Index for All HCV Holders—by SAFMR PHA
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HCV = Housing Choice Voucher. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

*** *indicates that share in 2017 is statistically different from the share in same category in 2010 with p-value of less than
0.001 and 0.05. Statistical tests of differences in proportion calculated with standard errors clustered by ZIP Code.
Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents; 2012 American Community Survey
(ACS) 5-year estimates (special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year
estimates (total rental units); HUD Public and Indian Housing Information Center administrative data extract (counts);
overall opportunity index
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Exhibit 5-16 shows the variation by SAFMR PHA among ZIP Code movers and new HCV
holders. The trends for changes in access to higher opportunity areas are mostly similar to the
trends for access to higher-rent ZIP Codes. One notable difference between the two measures,
however, is in Cook County, where gains in access to higher-rent ZIP Codes do not translate into
gains in access to higher-opportunity ZIP Codes. New households locate in moderate opportunity
neighborhoods more frequently in Cook County (although the differences are not statistically
significant). Another difference between the rent and opportunity findings is that, in four
SAFMR PHAs, the share of new HCV holders leasing up in lower-opportunity areas increased
between 2010 and 2017, although the differences are not statistically significant. Only a few
SAFMR PHAs saw increases in the share of new HCV holders leasing up in lower-rent ZIP
Codes. The share of ZIP Code movers locating in lower-opportunity ZIP Codes rose in only
Cook County and Plano; by contrast, the share of ZIP Code movers locating in lower-rent ZIP
Codes fell in these two PHAs and was essentially stable or fell in all other SAFMR PHAs.

Variation across SAFMR PHAss in the share of households in key subgroups living in each ZIP
Code opportunity index category is shown in Exhibit 5-17. Results for households with children
in each site are similar in nature to the results for all households. For households with a senior or
a household head or co-head with a disability, the decreases in the share living in higher-
opportunity ZIP Codes and increases in the share living in lower-opportunity ZIP Codes in Cook
County are statistically significant. The share of households headed/co-headed by adults with
disabilities that live in the higher-opportunity ZIP Codes in Dallas more than doubles from 4 to 9
percent and the difference is statistically significant. In Chattanooga, fewer households with
disabilities live in moderate-opportunity neighborhoods, with increases in both lower- and
higher-opportunity neighborhoods.
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Exhibit 5-16: Distribution of Opportunity Index by SAFMR PHAs—New and ZIP Code Mover
Households

ZIP Code Movers
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HCV = Housing Choice Voucher. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.Recent mover is
defined as having moved in a 2-year window; New HCV holder is defined as first using a voucher in a 2-year window (for
example in 2009 or 2010 for 2010 new mover data).

% * indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010 with p-value of
less than 0.001, 0.01, and 0.05. Statistical tests of differences in proportion calculated with standard errors clustered by
ZIP Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents; 2012 American Community Survey
(ACS) 5-year estimates (special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year
estimates (total rental units); HUD Public and Indian Housing Information Center administrative data extract (counts);
overall opportunity index
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Exhibit 5-17: Distribution of Opportunity Index by SAFMR PHAs—Households with Children,
Seniors, and a Head or Co-Head with a Disability

Households with Children
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HCV = Housing Choice Voucher. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

e ** *indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010 with p-value of
less than 0.001, 0.01, and 0.05. Statistical tests of differences in proportion calculated with standard errors clustered by
ZIP Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents; 2012 American Community Survey
(ACS) 5-year estimates (special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year
estimates (total rental units); HUD Public and Indian Housing Information Center administrative data extract (counts);
overall opportunity index
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513 Additional Neighborhood Characteristics in ZIP Codes where HCV Holders Reside

In addition to affecting the opportunity profile of the neighborhoods where HCV holders locate,
implementing SAFMRs may result in HCV holders living in neighborhoods with a different
demographic makeup. We examine a few examples of neighborhood demographic characteristics
in this section—racial and ethnic composition of the neighborhood, share of households with
children, and share of households where the head of household has a college degree. We stress
that these characteristics are not measures of opportunity provided by the neighborhood. Rather,
they provide insight into whether SAFMRs lead HCV holders to live in more racially and
ethnically integrated neighborhoods and in neighborhoods with different household demographic
profiles.

We examine these neighborhood characteristics using a methodology similar to the one we used
to examine the opportunity measures. To enable us to draw comparisons for all SAFMR PHAs
together, we normalize each characteristic as a percentile over all renters in the metropolitan
area. We then report the share of HCV holders living in ZIP Codes in the bottom quartile, middle
one-half, and top quartile of the metropolitan area for each characteristic for each year examined.
This common categorization also enables us to present the information on different
characteristics together in a common exhibit. However, we calculate the percentile normalization
for each characteristic independently.

Exhibit 5-18 shows that in both 2010 and 2017 more than one-half of HCV holders in SAFMR
PHAs live in neighborhoods that are in the bottom quartile of the share of households that are
White (non-Hispanic), and more than one-half live in neighborhoods that are in the top quartile
of the share of households that are Black (non-Hispanic). Slightly more than one-half of HCV
holders live in ZIP Codes that are in the middle one-half of the metropolitan area distribution for
Hispanic share. About one-fourth of HCV households live in the top quartile of the share that are
Hispanic, although slightly less than a one-fourth live in the bottom quartile.

The exhibit shows essentially no change across all SAFMR PHAs combined between 2010 and
2017 in the share of HCV holders who live in neighborhoods in ZIP Codes in each percentile
category of the share of households that are White, non-Hispanic, and Black. The share of
households residing in neighborhoods in the bottom quartile of percent Hispanic increases from
16 percent to 20 percent between 2010 and 2017 and is statistically significant at the 0.01 level.
This increase is likely related to our findings of larger effects in the Texas PHAs. Similarly, no
change exists for the comparison PHAs (not shown) and no remarkable changes emerge across
individual SAFMR PHAs (tabulations not shown).
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Exhibit 5-18: Share of All HCV Holders by Racial and Ethnic Composition of Neighborhood—
SAFMR PHAs
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HCV = Housing Choice Voucher. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

** *indicates that share in 2017 is statistically different from the share in same category in 2010 with p-value of less than
0.01, and 0.05. Statistical tests of differences in proportion calculated with standard errors clustered by ZIP Code.
Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents; 2012 American Community Survey
(ACS) 5-year estimates (special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year
estimates (total rental units); HUD Public and Indian Housing Information Center administrative data extract (counts);
overall opportunity index

However, a closer look at households that newly receive a voucher and households that have
recently moved to a new ZIP Code shows that SAFMRs may be starting to alter HCV holder
location outcomes in terms of the racial and ethnic composition of the neighborhood in which
they live. Exhibit 5-19 shows that HCV holders who move to new ZIP Codes are more often
moving to neighborhoods in the top quartile of percentage White (non-Hispanic), with 11 percent
of new movers locating in such areas in 2017 compared with 5 percent of new movers in 2010.
The percentage moving into neighborhoods in the top quartile of percentage Black (non-
Hispanic) is still the highest among all categories, at 59 percent in 2017, but this share is a
decrease from the 67 percent observed in 2010. These changes are statistically significant at the
0.01 level. Also, a sizable increase occurred in the share locating in neighborhoods with
comparatively low Hispanic shares, and the difference is statistically significant at the 0.01 level.
We note that no such trends are present in comparison PHAs (tabulations not shown), as the
percentages of new HCV holders and movers in each category for each race or ethnicity
essentially stay the same between 2010 and 2017.
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Exhibit 5-19: Share of All HCV Holders by Neighborhood Racial and Ethnic Composition—ZIP
Code Movers and New HCV Holders
ZIP Code Movers
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HCV = Housing Choice Voucher. PHA = public housing agency. SAFMR = Small Area Fair Market Rent.

Recent mover is defined as having moved in a two-year window; New HCV holder is defined as first using a voucher in a
two-year window (for example in 2009 or 2010).

** * indicates that share in 2017 or 2015 is statistically different from the share in same category in 2010 with p-value of
less than 0.01, and 0.05. Statistical tests of differences in proportion calculated with standard errors clustered by ZIP
Code.

Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents; 2012 American Community Survey
(ACS) 5-year estimates (special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year
estimates (total rental units); HUD Public and Indian Housing Information Center administrative data extract (shares);
overall opportunity index
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The bottom panel of Exhibit 5-19 shows that new HCV holders also locate less frequently in ZIP
Codes in the lower one-fourth of the metropolitan area distribution of percentage White (non-
Hispanic) in 2017 compared with in 2010, with the share living in these ZIP Codes falling from
52 to 48 percent, although the difference is not statistically significant. There is a corresponding
increase in new HCV holders locating in neighborhoods in the top quartile of percent White
(non-Hispanic), which is statistically significant at the 0.05 level. A similar change is also
reflected in the share of new HCV holders locating in neighborhoods in the highest and lowest
quartile of the percent of residents in each ZIP Code that are Black (non-Hispanic), with new
HCYV holders locating in neighborhoods where relatively fewer residents are Black. There is little
change over time in the share in each neighborhood percent Hispanic category for new
households.

Exhibit 5-20 shows the location patterns observed for SAFMR households based on (a) the share
of households in each neighborhood that have children and (b) the share of households that have
a college degree. In general, there are similar patterns in these data as there were for race and
ethnicity—no statistically significant changes for all HCV holders taken together (although there
is a 3-percentage point decrease in the lowest category for the share with a college degree and a
corresponding increase in the middle category), but some changes for new HCV holders and ZIP
Code movers. Essentially no changes are observed over all HCV holders. However, smaller
shares of new HCV holders locate in ZIP Codes in the bottom quartile of the metropolitan area in
terms of households with children; the share locating in this bottom quarter of units in terms of
ZIP Code share of children falls from 23 percent to 15 percent. We see no change in the share of
new HCV holders living in the neighborhood categories based on the share of adults with college
degrees. In contrast, for HCV holders that move, we see no change in the neighborhood share of
households with children categories, but the share locating in ZIP Codes in the bottom quartile of
the share of adults with a college degree falls from 51 percent to 42 percent, a statistically
significant difference at the 0.001 level. Again, these trends are not observed for the comparison
PHA sample (tabulations not shown).
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Exhibit 5-20: Share of All HCV Holders by Neighborhood Percentage of Households with

Children and with a College Degree—SAFMR PHAs
All HCV Holders
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Recent mover is defined as having moved in a 2-year window; New HCV holder is defined as first using a voucher in a 2-
year window (for example in 2009 or 2010).
**** indicates that share in 2017 is statistically different from the share in same category in 2010 with p-value of less than
0.001 and 0.05. Statistical tests of differences in proportion calculated with standard errors clustered by ZIP Code.
Sources: HUD FY2015 Fair Market Rents; HUD FY2015 Small Area Fair Market Rents; 2012 American Community Survey
(ACS) 5-year estimates (special tabulation for HUD of rent and rental units by ZIP Code Tabulation Area); 2012 ACS 5-year
estimates (total rental units); HUD Public and Indian Housing Information Center administrative data extract (counts);
overall opportunity index
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5.2 Differences-in-Differences Regression Model of HCV Holder
Location Qutcomes

This section presents the results of statistical models of HCV holder location outcomes that
include controls for time trends and household characteristics. This analysis confirms and
strengthens the findings presented in the prior section. Here, we show that the effects of SAFMR
implementation that we described by examining simple proportions of households in various
categories of ZIP Codes are confirmed when examining location outcomes with regression-based
adjustments for observable household and unobservable, time-invariant PHA characteristics.

We analyze outcomes for two key subgroups in addition to all HCV holders by estimating
models using separate analysis samples: HCV holders that move to a new ZIP Code, new HCV
holders, and all HCV holders.

For HCV holders that move to a new ZIP Code, we model two location outcomes. First, we
analyze the share of households that move to a neighborhood with an opportunity index score
that is at least 10 (one decile) higher than their starting neighborhood, and second, we analyze
the change in the opportunity index itself. Both of these outcomes address whether, conditional
on moving, HCV holders on average move to higher-opportunity index neighborhoods as a result
of SAFMRs.

For new HCV holders, we analyze a single location outcome, the level of the opportunity index.
This analysis addresses whether new voucher holders are initially locating to higher-opportunity
neighborhoods as a result of SAFMRs.

For the full sample of all HCV holders (including both households that move and new
households), we analyze two location outcomes. First, we analyze the share of households that
move to a new ZIP Code (whether it is in a different opportunity index category). Analysis of
this outcome addresses whether the implementation of SAFMRs change the overall incidence of
moving (regardless of whether the opportunity index is affected). Second, we analyze the share
of all HCV holders that move to a neighborhood with an opportunity index score at least 10 (one
decile) higher than their starting neighborhood. In a given year, the change in opportunity index
is set to zero for HCV holders that do not move or are new.>*

As outlined in chapter 3, the coefficient of interest from the statistical model is the difference
between SAFMR PHAs and comparison PHAs in the change in average outcome between the
period before and after implementation of SAFMRs. For each of the samples, we estimate a
series of regressions using annual household-level data for all HCV holders in SAFMR and
comparison PHAs from 2009 through 2017. As the analysis sample is a repeated cross-section of
individuals within PHAs, the unit of observation is a household year. We use annual, household-
level data to provide a large and robust data-set for the analysis that does not rely on any specific

33 The analysis is robust to excluding new voucher holders from the analysis in their first year in the data from this

sample.
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year of data before or after SAFMRs. Recall that SAFMRs were implemented earlier in Dallas
and Plano (and through a different process) than in the other SAFMR PHAs (where SAFMRs
were implemented through the demonstration). Our statistical model accounts for the difference
in initial implementation year by including separate coefficients for whether a household was in
Dallas or Plano in 2011 or 2012. Observations in 2009—2012 are classified as being before the
implementation of SAFMRs for all PHAs except in Dallas and Plano, where only 2009-2010 are
before implementation. Observations in 2013-2017 are classified as being after the
implementation of SAFMRs for all PHAs. Exhibit 5-21 tabulates the years in each before and
after SAFMR implementation category.>*

Exhibit 5-21: Summary of Classification of Regression Sample Observations by Time Period

All PHAs except
Dallas and Plano Dallas and Plano
Before SAFMR implementation 2009-2012 2009-2010
After SAFMR implementation 2013-2017 2011-2012 (modeled separately in regression),
2013-2017

This section includes three subsections corresponding to the three samples analyzed. We begin
each subsection with a table of summary statistics of the location outcomes modeled, the
proportion of observations in the key analysis subgroups, and the household composition and
other demographic variables that the regression model adjusts for. These summary statistics
provide baseline levels of the outcome variables that supply necessary context for interpreting
the regression coefficients and for understanding the characteristics of our estimation samples.
Summary statistics are broken out into four categories:

e Results for HCV holders in SAFMR PHAs before implementation of SAFMRs
(baseline).

e Results for HCV holders in SAFMR PHA s after implementation of SAFMRs (followup).

e Results for HCV holders in comparison PHAs in the time period before SAFMRs (2009—
2012).

e Results for HCV holders in comparison PHAs in the time period after SAFMRs (2013—
2017).

We report statistical tests for whether averages in SAFMR PHAs and in comparison PHAs,
respectively, differ from pre- and post-SAFMRs on mean values of outcomes and our adjustment

3% In the exhibits reporting regression results below, the “SAFMR PHA post SAFMR” variable is an indicator for
all SAFMR PHAs in the years indicated in the after SAFMR implementation row of Exhibit 5-21, and as such
isolates the difference in differences estimate that addresses our research hypotheses. The “Dallas and Plano
2011-2012” coefficient identifies all observations in the bottom-right cell of Exhibit 5-21 and measures the
average effect of SAFMR implementation in these PHAs in these years only. The “Post-SAFMR (2013-2017)”
includes all observations in this time period (including those in comparison PHAs) and is the adjustment for
common trends over time in the difference in differences model.
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variables. These tests show simply the extent to which values for outcomes and covariates are
changing over time to provide context for interpreting the estimated coefficients. We also report
tests for whether averages differ before the implementation of SAFMRs across SAFMR and
comparison PHAs. These tests confirm the existence of pre-existing differences in the average
characteristics of HCV holders in SAFMR and comparison PHAs, which in part motivates our
difference in differences modeling approach.>?

52.1 Findings for Participant Location Outcomes for HCV Holders that Move

We begin by analyzing the location outcomes of HCV holders that move to a new ZIP Code,
because SAFMRs have the starkest impacts for this sample. Exhibit 5-22 provides summary
statistics of the outcomes variables, analysis subgroups, and household characteristics covariates
for this analysis subsample that are included in the regression models presented in subsequent
exhibits. These summary statistics provide context for interpreting the subsequent regression
results.

Summary Statistics

Exhibit 5-22 shows that before the SAFMR PHAs implemented SAFMRs, 31.2 percent of
households that moved relocated to a ZIP Code with an opportunity index at least 10 points (one
decile) higher than the ZIP Code where they previously lived. This is not statistically
significantly different from the equivalent figure for comparison PHAs before the introduction of
SAFMRs (30.5 percent). After the implementation of SAFMRs, 35.2 percent of households in
SAFMRs made such moves, compared with only 29.5 percent for comparison PHA households.
Among SAFMR PHAs, the increase from 31.2 percent to 35.2 percent is statistically significant
at the 0.01 level. Among comparison PHAs, the decrease from 30.5 percent to 29.5 percent is
also statistically significant at the 0.01 level.

Households in SAFMR PHAs that moved prior to the introduction of SAFMRs increased the
overall opportunity index of the ZIP Code in which they moved by almost 3 points (percentiles)
in our opportunity index. This is statistically different than HCV holders in SAFMR PHAs after
SAFMRs at the 0.05 level, but not from the average change in opportunity index for movers in
comparison PHAs before SAFMRs. Also, the average change in opportunity index for HCV
holders in comparison PHAs is statistically significantly higher before SAFMRs than after (at the
0.001 level).

35 Inreviewing and interpreting these summary statistics, it is important to remember that the Dallas and Plano

PHAs are included in the SAFMR Post SAFMRs sample in 2011 and 2012, whereas the other SAFMR PHAs
are included in the SAFMR PHA pre-SAFMRs category in these years. As a result, differences between these
two samples in the summary statistics are due both to the introduction of SAFMRs and to differences in the
composition of the groups in these years. The regression models include terms that adjust for this artifact of the
differences in the timing of the introduction of SAFMRs.
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Exhibit 5-22: Summary Statistics of Regression Model Outcomes and Regression Covariates—

HCV Holders that Move
Sample
SAFMR PHAs Comparison PHAs
Pre- or Post-SAFMRs Pre Post Pre Post
N (household years) 18,886 20,293 252,832 269,859
Outcome variables
Move up at least 10 points in opportunity index 31.2% 35.2%** 30.5% 29.5%**
Change in overall opportunity index 2.9 4.5* 1.5 0.4
Analysis subgroups
Household includes children 69.2% 63.5%*** 71.0% 64.7%***
Includes adult(s) 62 or older 8.5% 10.5%*** 7.8% 10.1%***
Includes head or co-head with disability 30.0% 31.9%** 31.3% 34.7%**
Other household characteristics regression covariates
Single female head of household 92.3% 90.0%*** 90.5%** 87.9%***
Adults in household
Age 18-24
1 20.0% 19.9% 19.3% 16.7%***
2 or more 5.6% 5.6% 3.6%*** 3.4%***
Ages 25-61
1 83.0% 80.3%*** 79.6%*** 80.0%*
2 or more 8.3% 8.7% 8.6% 9.2%***
Ages 62 plus
1 8.0% 9.9%*** 7.3% 9.5%***
2 or more 0.5% 0.6% 0.5%*** 0.6%***
Presence of children
Under 5 24.2% 23.0%* 32.1%*** 26.6%***
5-12 48.4% 44 4%*** 51.5%** 47.4%***
13-17 37.7% 34.9%*** 32.3%*** 32.0%
Race/ethnicity
White (non-Hispanic) 11.8% 11.3% 27.5%*** 25.6%***
Black 84.9% 86.1% 70.5%*** 72.8%***
Hispanic 6.8% 6.6% 14.8%*** 13.0%***
Other 3.3% 2.4%* 1.9% 1.7%***
Note: Statistical tests compare SAFMR pre, | SAFMR pre, Comp pre,
SAFMR post Comp pre Comp post

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.
e ** *indicates that the value is statistically different from the value in the same category with p-value of less than 0.001,
0.01, and 0.05 for the noted groups. Statistical tests of differences in proportion calculated with standard errors clustered

by ZIP Code.

Sources: HUD PIC administrative data extract (counts); Opportunity Index constructed for the evaluation

At 69.2 percent, a statistically significantly larger share of the SAFMR PHA pre SAFMRs
observations include children (at 0.001 level), and a smaller share include seniors at 8.5 percent
(at 0.001 level) and adults with disabilities at 30.0 percent (at 0.01 level) as compared to post-
SAFMR PHA observations. SAFMR PHA pre-SAFMR observations have fewer households

95




with children, more households with adults age 62 or over, and fewer houses with a head or co-
head with a disability than comparison PHA observations, but these differences are not
statistically significant. The share of observations in these subgroups are also statistically
significantly different within comparison PHA observations before and after SAFMRs at the
0.001 level.

A review of the averages of additional adjustment variables shows a number of statistically
significantly differences. These differences confirm our modelling approach of adjusting for
these characteristics using a multivariate regression, which we show below.

Regression results

In chapter 2, we hypothesize that HCV holders who move will be more likely to move to higher-
opportunity neighborhoods as a result of SAFMRs. This is confirmed in our regression analysis.
Recall that our overall index is the percentile rank, so it is on a 100-point scale where 50 means
that one-half of all rental units have a lower opportunity score. After adjusting for the covariates
included in Exhibit 5-23, SAFMRs result in a statistically significant 5.8-percentage point
increase, among HCV holders that move to a new ZIP Code, in the share that move to a
neighborhood that is at least 10 points (percentiles) higher in opportunity index. This finding is
reported as the SAFMR PHA post-SAFMR coefficient in Model 1 in Exhibit 5-21. The pre-
SAFMR share of mover households that make such a move is 31.2, so 5.8 percentage points is a
substantial increase relative to the baseline share. Furthermore, as shown in Model 2, the
estimated increase is 8.8 percentage points for households that move from lower-rent ratio
neighborhoods. The increase for households starting in these lower-rent ratio neighborhoods is
statistically significantly different from zero but is not statistically significantly different from
the coefficient for those who start in moderate rent neighborhoods (p-value =0.38).

We report additional estimated coefficients for these models in Exhibit 5-23 and in Appendix B-
2. These coefficients do not correspond to our research hypotheses, but the correlations they
represent (adjusting for other variables in the model) may nonetheless be of interest. The Dallas
and Plano 2011-2012 coefficient of 3.3 percentage points indicates that the experience in Dallas
and Plano in these years where SAFMRs were implemented in the Dallas, TX HMFA only was
of similar magnitude to the average effect in the subsequent years in both the Dallas, TX HMFA
and in the additional demonstration PHAs. The post-SAFMR coefficient indicates a small (1.5
percentage point on a base of around 30 percent) average decline relative to the pre-SAFMR
period among HCV holders that moved (whether subject to SAFMRs or not) in the share moving
up a decile in opportunity index.*® The robustness of this small decline and how factors external
to SAFMRs relate to this broader decline in moves to opportunity are interesting avenues for
additional research. Similarly, the conditional correlations reported in Appendix Exhibit B-2.5
between our outcomes and the other adjustment variables in are model do not inform this

36 This is not in addition to the effect of the main coefficient of interest, which already “includes” this average

decline in measuring the difference in differences. This coefficient is not a finding about SAFMRs, but rather an
artifact of the period in which they were implemented.

96



evaluation’s hypotheses but may suggest patterns of moving for different types of HCV holders
that may be of interest for further research.

Models 3 and 4 reported in Exhibit 5-23 address whether HCV holders move to higher-
opportunity neighborhoods as the result of SAMRs by examining the outcome of the change in
the overall opportunity index. In Model 3, we find that SAFMRs result in a statistically
significant increase of 3.34 points in the average change in overall index score for households
that move from one ZIP Code to another. This is a relatively small shift in the average percentile
rank of opportunity across all rental units in HCV holder’s metropolitan areas. However, as
reported in Exhibit 5-22 above, the baseline average for this change for HCV holders in SAFMR
PHAs is 2.91. So introducing SAFMRs roughly doubles the gain in opportunity index
experienced by HCV holders who move (from 2.91 to 6.25).

Exhibit 5-23: Differences-in-Differences Regression Results on Likelihood of Moving up,
Conditional on Moving

Model
4. Change in
2. Move up, overall index
by starting 3. Change in by starting
1. Move up rent ratio overall index rent ratio
Outcome
Moved up
(10 Moved up
Main variable Interaction percentile) (10 percentile) | AOpportunity | AOpportunity
SAFMR PHA 0.058** 3.34*
post-SAFMR (0.018) (1.140)
Starting rent | Lower (<90) 0.088* 5.38
ratio Moderate (0.040) (3.31)
(90 -110) 0.057*** 2.89*
Higher (0.015) (1.45)
(>110) 0.041 4.39*
(0.022) (2.01)
Dallas and Plano 0.033* 2.22*
2011-2012 (0.015) (0.858)
Starting rent | Lower (<90) 0.087*** 5.50***
ratio Moderate (0.014) (1.00)
(90 -110) 0.022 0.81
(>110) -0.030 0.48
(0.030) (1.69)
Post-SAFMR -0.015*** -1.78***
(2013-2017) (0.003) (0.24)
Lower (<90) -0.024*** -1.92%**
Moderate (0.006) (0.40)
(90 -110) -0.011* -1.54***
Higher (0.004) (0.29)
(>110) -0.010 -2.08**
(0.009) (0.70)
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Model
4. Change in
2. Move up, overall index
by starting 3. Change in by starting
1. Move up rent ratio overall index rent ratio
Outcome
Moved up
(10 Moved up
Main variable Interaction percentile) (10 percentile) | AOpportunity | AOpportunity
Year = 2011- -0.006* -1.08***
2012 (0.003) (0.19)
Lower (<90) -0.003 -0.77**
Moderate (0.005) (0.29)
(90 -110) -0.004 -0.91%**
Higher (0.004) (0.22)
(>110) -0.011 -1.80**
(0.008) (0.50)
Starting rent ratio -- --
Lower (<90) -0.055*** -5.93***
Moderate (90— (0.015) (1.02)
110) -0.203*** -22.22%**
Higher (>110) (0.020) (1.61)
PHA fixed effects Included Included Included Included
Household Appendix B- Appendix B- Appendix B- Appendix B-
characteristics 2.5 2.5 2.5 2.5
Intercept 0.326*** 0.369*** 1.49** 6.13***
(0.007) (0.013) (0.32) (0.78)
Sample size (HH 561,870 561,870 561,870 561,870
years)
Number of PHAs 151 151 151 151

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.

% * indicates that the coefficient is statistically significantly different from zero with p-value of less than 0.001, 0.01,
and 0.05. Each column reports the results of a distinct fixed effects linear regression with PHA fixed effects, with standard
errors clustered by PHA.

We next report findings from analyses that model effects of SAFMRs for key subgroups among
households that move. Households with children that move are 6.7 percentage points more likely
to move up at least 10 points in opportunity index as a result of SAFMRs, as reported in Exhibit
5-24, Regression A Model 5. This is statistically significantly greater than the 4.3 percentage
point increase for households without children. At 9.1 percentage points, the point estimate for
this coefficient is largest for households with children moving from lower-rent ZIP Codes (rent
ratio <90). However, this coefficient is not statistically significantly different from the
coefficients for households moving from other rent ratio categories. The change in overall index
confirms this finding that families with children are more likely to relocate to higher opportunity
neighborhoods under SAFMRs. Families with children move to neighborhoods that are on
average 4.33 points higher in opportunity index as a result of SAFMRs, which is statistically
significantly higher than the gain for households with no children.
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Exhibit 5-24: Differences-in-Differences Regression Results on Likelihood of Moving up,
Conditional on Moving—Key Subgroups

Regression C: Head

or co-head with disability

Model
8. Change in
6. Move up, by overall index
startingrent | 7. Change in by starting
5. Move up ratio overall index rent ratio
Outcome variable
Moved up
(10 Moved up
Main variable Interaction percentile) | (10 percentile) | AOpportunity | AOpportunity
Regression A: Families with children
SAFMR PHA post- 0.067*** 4.33***
SAFMR with (0.019) (1.21)
Children
Lower (<90) 0.091* 5.75
Moderate (0.046) (3.87)
(90 -110) 0.073*** 4.61**
Higher (0.017) (1.35)
(>110) 0.048 5.00**
(0.028) (1.86)
SAFMR PHA post- 0.043* 1.66
SAFMR No Children (0.015) (1.02)
Regression B: Seniors
SAFMR PHA post- 0.034*** 1.40
SAFMR with Seniors (0.010) (0.95)
Lower (<90) 0.045* 2.97
Moderate (0.022) (2.74)
(90 -110) 0.042 0.64
Higher (0.024) (2.23)
(>110) 0.035 4.36
(0.023) (2.56)
SAFMR PHA post- 0.061** 3.57*
SAFMR no Seniors (0.019) (1.16)

Co-head with
Disability

SAFMR PHA post- 0.045* 2.25*

SAFMR with Head or (0.015) (0.98)

Co-head with

Disability
Lower (<90) 0.082* 5.24*
Moderate (0.033) (2.55)
(90 -110) 0.034* 0.71
Higher (0.015) (1.60)
(>110) 0.024 2.75

(0.020) (2.61)
SAFMR PHA post- 0.064** 3.84**
SAFMR no Head or (0.020) (1.25)

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.
o *x * indicates that the coefficient is statistically significantly different from zero with p-value of less than 0.001, 0.01, and
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0.05. Each column reports the results of three distinct fixed effects linear regressions—one for each subgroup interaction
model—with PHA fixed effects, with standard errors clustered by PHA.

Our other two analysis subgroups, households with seniors and households with heads or co-
heads with a disability, follow the same pattern of findings. These households are still more
likely to move to a higher-opportunity neighborhood as a result of SAFMRs, but to a lesser
extent than other households. Again, households starting in lower-rent ZIP Codes have larger
coefficient estimates (but not statistically significantly different from other rent ratio categories).

52.2 Findings for Participant Location Outcomes for New HCV Holders

We next report findings for the location outcomes of HCV holders that first receive a voucher.
One characteristic of this sample is that our analysis data does not include the ZIP Code in which
these households live prior to receiving a voucher. As a result, we are unable to analyze the
change in opportunity index as we did for the sample of movers in the prior section. Rather, our
outcome variable here is the opportunity index of the ZIP Code of their initial HCV unit.

Summary Statistics

Exhibit 5-25 provides summary statistics for this analysis subsample that are included in the
regression models presented in subsequent exhibits. In SAFMR PHAs before SAFMRs, the
average overall opportunity index was 32.1, meaning that on average, households initially used a
new voucher in a ZIP Code where approximately two thirds of all units in the metro area are in
ZIP Codes with higher opportunity index scores. This share is statistically significantly different
at the 0.01 level from the 35.4 average score for new households in SAFMR PHAs after the
introduction of SAFMRs but is not statistically significantly different from the 33.8 average
score in comparison PHASs prior to the introduction of SAFMRs. The average opportunity index
for the ZIP Code in which new HCV holders first used their voucher decreases slightly in
comparison PHAs in the post-SAFMR period relative to the pre-SAFMR period, but the
difference is not statistically significant.

About 52.2 percent of the new HCV holders in SAFMR PHAs in the pre-SAFMR period are
households that include children, a share that is not statistically significantly different from the
shares in the other analysis categories. The share of new HCV holders in SAFMR PHAs that
include a senior in the pre-SAFMR period is smaller (at 10.6 percent) than the share for both
post-SAFMR PHA and comparison PHA observations. The share (32.0 percent in the pre-
SAFMR period) with a head or co-head with a disability is similar across all four categories.

A review of the averages of the additional adjustment variables shows a number of statistically
significant differences. These differences confirm our modelling approach of adjusting for these
characteristics using a multivariate regression.
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Exhibit 5-25: Summary Statistics of Regression Model Outcomes and Covariates—New HCV

Holders
Sample
SAFMR PHAs Comparison PHAs
Pre- or Post-SAFMRs Pre Post Pre Post
N (household years) 7,022 11,088 144,531 150,542
Outcome variable
Overall opportunity index 32.1 | 35.4* | 33.8 | 33.1
Analysis subgroups
Household includes children 52.2% 50.4% 53.6% 51.1%***
Includes adult(s) 62 or older 10.6% 13.4% 12.2% 13.6%***
Includes head or co-head with disability 32.0% 31.9% 34.3% 35.5%**
Other household characteristics regression covariates
Single female head of household 72.6% 69.8% 74.7% 72.3%***
Adults in household
Age 18-24
1 17.5% 14.9%** 18.8% 15.1%***
2 or more 2.0% 1.4%** 1.7% 1.4%**
Ages 25-61
1 74.0% 71.8% 69.0%*** 70.5%***
2 or more 7.4% 7.3% 7.7% 8.0%*
Ages 62 plus
1 10.0% 12.4% 11.2% 12.6%***
2 or more 0.6% 1.0% 1.0%*** 1.0%
Presence of children
Under 5 26.1% 26.4% 29.5%* 27.0%***
5-12 33.9% 34.4% 33.3% 34.1%*
13-17 18.5% 16.6% 16.7% 15.6%***
Race/ethnicity
White (non-Hispanic) 22.4% 27.6%** 36.5%*** 36.1%
Black 73.4% 69.9% 61.2%*** 61.4%
Hispanic 12.2% 12.8% 14.5% 12.7%***
Other 3.3% 2.3%* 2.1% 2.5%***
Note: Statistical tests compare SAFMR pre, | SAFMR pre, Comp pre,
SAFMR post Comp pre Comp post

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.
% *indicates that the value is statistically different from the value in the same category with p-value of less than 0.001,
0.01, and 0.05 for the noted groups. Statistical tests of differences in proportion calculated with standard errors clustered

by ZIP Code.

Sources: HUD Public and Indian Housing Information Center administrative data extract (counts). Opportunity Index

constructed for the evaluation.
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Regression Results

In chapter 2, we hypothesize that new HCV holders will be more likely to move to higher-
opportunity neighborhoods as a result of the introduction of SAFMRs. Our analysis results
indicate a suggestive, but not definitive, evidence for this hypothesis. As reported in Exhibit 5-
26, we estimate a 2.7-point increase as a result of SAFMRs in the opportunity index score of
neighborhoods in which new HCV holders initially use their voucher. With a p-value of 0.066,
the result is not statistically significant at the 0.05 level. Analysis for key subgroups estimates a
larger coefficient for households with children and smaller coefficients (but not negative) for
seniors and adults with disabilities. None of these are significant the .05 level, however.
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Exhibit 5-26: Differences-in-Differences Regression Results Overall Opportunity Index for All
New Households and for Key Subgroups

Model
10. Overall 11. Overall 12. Overall
9. Overall opportunity | opportunity opportunity
opportunity [ index, New index, New | index, New HCV
index, New | HCV Holders HCV Holders by Head
HCV by Families | Holders by | or Co-Head with
Holders with Children Seniors disability
Outcome
Opportunity | Opportunity | Opportunity Opportunity
Main variable Interaction Index Index Index Index
SAFMR PHA post- 2.71
SAFMR (1.46)
In Subgroup 4.33 0.13 0.60
(2.79) (2.17) (1.04)
All others 1.08 3.14* 3.71
(1.23) (1.55) (1.98)
Dallas and Plano -1.18
2011-2012 (0.98)
In Subgroup 2.92** -4.06** -4.54***
(0.89) (1.55) (0.98)
All others -5.32%** -0.77 0.27
(0.98) (0.92) (0.93)
post-SAFMR (2013— -1.20***
2017) (0.29)
In Subgroup -1.18*** -0.22 -1.01**
(0.34) (0.66) (0.35)
All others -1.23*** -1.33*** -1.30***
(0.34) (0.29) (0.33)
Year = 2011-2012 -0.02
(0.27)
In Subgroup -0.16 1.12 -0.02
(0.29) (0.90) (0.33)
All others 0.1 -0.18 -0.02
(0.39) (0.26) (0.32)
PHA fixed effects Included Included Included Included
Household Appendix B- | Appendix B- | Appendix B- | Appendix B-2.6
characteristics 2.6 2.6 2.6
Intercept 32.20** 32.30*** 32.29*** 32.21**
(0.65) (0.64) (0.65) (0.66)
Sample size (HH 313,120 313,120 313,120 313,120
years)
Number of PHAs 150 150 150 150

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.
%% * indicates that the coefficient is statistically significantly different from zero with p-value of less than 0.001, 0.01, and
0.05. Each column reports the results of three distinct fixed effects linear regressions—one for each subgroup interaction

model—with PHA fixed effects, with standard errors clustered by PHA.
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523 Findings for Participant Location Outcomes for All HCV Holders
We next report findings for the location outcomes of all HCV holders.

Summary Statistics

Exhibit 5-27 provides summary statistics for the sample used in the regression models presented
in subsequent exhibits. Before the introduction of SAFMRs, an average of 10.5 percent of HCV
holders in SAFMR PHAs move in a given year. This moving rate is statistically significantly
different from that of HCV holders in SAFMR PHAs after SAFMRs, but not from the rate in
comparison PHAs in the before period. About one third of these moves, 3.3 percent of all
households, are a move to a ZIP Code that is at least 10 points higher in opportunity index.

About 53.8 percent of HCV holders in SAFMR PHAs in the pre-SAFMR period are households
that include children, a share that is not statistically significantly different from the similar shares
in the comparison PHAs in the period before SAFMRs. Among HCV holders in SAFMR PHAs
in the pre-SAFMR period, 18.8 percent include a senior, and 38.0 percent have a head or co-head
with disabilities, which is similar to the share for comparison PHAs in both the before and after
period, but statistically significantly less than the SAFMR post-SAFMRs sample.

A review of the averages of additional adjustment variables shows a number of statistically
significant differences. These differences confirm our modelling approach of adjusting for these
characteristics using a multivariate regression.
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Exhibit 5-27: Summary Statistics of Regression Model Outcomes and Covariates—All HCV

Holders
Sample
SAFMR PHAs Comparison PHAs
Pre- or Post-SAFMRs Pre Post Pre Post
N (household years) 180,584 236,669 2,300,476 | 2,820,158
Outcome variables
Move to a new ZIP Code 10.5% 8.6%*** 11.0% 9.6%***
Move up at least 10 points in opportunity
index 3.3% 3.1% 3.4% 2.9%***
Analysis subgroups
Household includes children 53.8% 48.5%*** 55.4% 50.5%***
Includes adult(s) 62 or older 18.8% 21.0%*** 17.2% 19.9%***
Includes head or co-head with disability 38.0% 39.4%** 37.8% 40.2%***
Other household characteristics regression covariates
Single female head of household 86.2% 83.6%*** 83.9%* 82.0%***
Adults in household
Age 18-24
1 18.8% 18.1%* 17.2%** 15.6%***
2 or more 5.2% 4.9% 3.4%*** 3.4%**
Ages 25-61
1 73.6% 71.2%** 71.9% 70.8%**
2 or more 8.5% 8.7% 9.0% 9.7%***
Ages 62 plus
1 16.9% 19.1%*** 15.8% 18.5%***
2 or more 1.9% 1.8% 1.3% 1.5%***
Presence of children
Under 5 16.6% 15.1%*** 21.8%*** 17.7%***
5-12 35.4% 31.8%*** 38.1%* 35.0%***
13-17 30.3% 26.8%*** 26.5%*** 25.9%***
Race/ethnicity
White (non-Hispanic) 19.0% 19.0% 38.3%*** 35.9%***
Black 75.4% 75.9% 58.7%*** 61.3%***
Hispanic 8.4% 9.0% 16.1%*** 14.8%***
Other 5.4% 4.8%* 3.0% 2.9%*
Note: Statistical tests compare SAFMR pre, SAFMR Comp pre,
SAFMR post pre,p(r)é)mp Comp post

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.

** ** * indicates that the value is statistically different from the value in the same category with p-value of less than 0.001,
0.01, and 0.05 for the noted groups. Statistical tests of differences in proportion calculated with standard errors clustered

by ZIP Code.

Sources: HUD Public and Indian Housing Information Center administrative data extract (counts). Opportunity Index

constructed for the evaluation.

105




Regression Results

In chapter 2, we hypothesized that the introduction of SAFMRs may increase the likelihood that
HCYV holders move to a new neighborhood. Our statistical analysis finds that this is not the case.
Rather, HCV holders are slightly less likely to move after the introduction of SAFMRs, though
this change is not statistically significant. As we report in Model 13 in Exhibit 5-26, we estimate
a coefficient indicating a 0.7-percentage point decline in the likelihood that a household will
make any move. With a p-value of 0.073, the coefficient is not statistically significant at the
0.05 level.

However, HCV holders are statistically significantly more likely to move to a ZIP Code that is at

least 10 points higher in opportunity index as a result of the introduction of SAFMRs. We

estimate a coefficient that indicates a 0.3-percentage point increase in the likelihood of making
such a move. The baseline rate among SAFMR PHAs in the pre-SAFMR period is 3.3 percent,
so a 0.3-percentage point increase represents an approximately 10-percent increase relative to the

baseline.

Returning to the decrease in overall moving rate, in Model 14, households in lower-rent ZIP
Codes are statistically significantly less likely to move as a result of the introduction of
SAFMRs. The moving rate in our sample is 10.5 percent. The 0.8-percentage point change
represents a 7-percent decrease relative to the baseline move rate. A review of the structure of
the SAFMR demonstration, and the HCV program suggests a few reasons why this might be the
case. First, the demonstration included an approximately 2-year hold harmless period, where
payment standards were not decreased for the two subsequent annual income reviews for
households that remained in the same unit. As discussed in section 1.4, the HOTMA tenant
protections continue to provide HCV holders who stay in place relief from payment standard
reductions (whether or not they are subject to SAFMRs). This relief could provide an incentive
for HCV holders to stay in place, particularly in lower-rent ZIP Codes.

Exhibit 5-28: Differences-in-Differences Regression Results on Likelihood of Moving and
Moving up—AIl HCV Holders

Model
14. Move,
by 16. Move up, by
starting starting rent
13. Move | rent ratio 15. Move up ratio
Outcome variable
Moved up
Moved Moved=1 Moved up (10
Main variable Interaction (Yes=1) (Yes=1) (10 percentile)=1 percentile)=1
SAFMR PHA post- -0.007 0.003**
SAFMR (0.004) (0.001)
Starting rent Lower (<90) -0.008*** 0.005
ratio Moderate (0.002) (0.003)
(90 -110) -0.005 0.003*
Higher (0.005) (0.002)
(>110) -0.005 0.002
(0.006) (0.002)
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Model
14. Move,
by 16. Move up, by
starting starting rent
13. Move | rent ratio 15. Move up ratio
Outcome variable
Moved up
Moved Moved=1 Moved up (10
Main variable Interaction (Yes=1) (Yes=1) (10 percentile)=1 percentile)=1
Dallas and Plano -0.010*** -0.001
2011-2012 (0.003) (0.001)
Starting rent Lower (<90) -0.015™* 0.003
ratio Moderate (0.005) (0.002)
(90 -110) -0.008 0.000
Higher (0.004) (0.001)
(>110) -0.018*** -0.009***
(0.004) (0.002)
Post-SAFMR -0.013** -0.004***
(2013-2017) (0.004) (0.001)
Lower (<90) -0.012*** -0.006***
Moderate (0.003) (0.001)
(90 -110) -0.009*** -0.004***
Higher (0.003) (0.001)
(>110) -0.009* -0.002
(0.004) (0.001)
Year = 2011-2012 0.005 0.001
(0.003) (0.001)
Starting rent Lower (<90) 0.002 0.001
ratio Moderate (0.004) (0.002)
(90 -110) 0.006* 0.002
Higher (0.003) (0.001)
(>110) 0.006 0.000
(0.005) (0.001)
Starting rent ratio
Lower (<90) -- --
Moderate (90 -110) -0.004 -0.007***
Higher (>110) (0.003) (0.002)
-0.014*** -0.026***
(0.003) (0.002)
PHA fixed effects Included Included Included Included
Household Appendix | Appendix Appendix B-2.7 Appendix B-2.7
characteristics B-2.7 B-2.7
Intercept 0.068*** 0.071* 0.023*** 0.029***
(0.003) (0.004) (0.001) (0.001)
Sample size (HH 5,537,887 | 5,537,887 5,537,887 5,537,887
years)
Number of PHAs 151 151 151 151

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.

e *x *indicates that the coefficient is statistically significantly different from zero with p-value of less than 0.001, 0.01,
and 0.05. Each column reports the results of a distinct fixed effects linear regression with PHA fixed effects, with standard
errors clustered by PHA.
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We do not find meaningful differences in the propensity to move for families with children
compared to those without, as reported in Exhibit 5-29. Both have similar, statistically
insignificant, declines in the rate of moving. However, we see that families with children are
significantly more likely to move to a higher opportunity neighborhood, with somewhat higher
(but not statistically significantly different) coefficients for families originating in lower and
moderate rent ZIP Codes. HCV holder households with a head or co-head with a disability are
less likely to move as a result of SAFMRs, but the difference is not statistically significant as
compared to the coefficient for other households. Both households that include a senior or that
have a head or co-head with a disability have coefficients close to zero in models of whether
households move up to a higher opportunity neighborhoods. They are neither more nor less
likely to move up in the opportunity index as a result of SAFMRs.

Exhibit 5-29: Differences-in-Differences Regression Results on Likelihood of Moving up—Key
Subgroups

Model
18. Move, by 20. Move up,
starting rent by starting
17. Move ratio 19. Move up rent ratio
Outcome variable
Moved up
(10 Moved up
Main variable Interaction percentile) (10 percentile) [ AOpportunity | AOpportunity
Regression A: Families with children
SAFMR PHA -0.006 0.005*
post-SAFMR (0.005) (0.002)
with Children
Lower (<90) -0.009 0.007
Moderate (0.006) (0.007)
(90 -110) -0.002 0.008**
Higher (0.007) (0.003)
(>110) -0.005 0.004
(0.007) (0.002)
SAFMR PHA -0.007* 0.000
post-SAFMR (0.004) (0.001)
No Children
Regression B: Seniors \
SAFMR PHA -0.008 -0.001
post-SAFMR (0.005) (0.003)
with Seniors
Lower (<90) -0.008 0.002
Moderate (0.005) (0.004)
(90 -110) -0.009 -0.001
Higher (0.005) (0.003)
(>110) -0.007 -0.001
(0.005) (0.003)
SAFMR PHA -0.006 0.004**
post-SAFMR (0.004) (0.001)
no Seniors
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Model

18. Move, by 20. Move up,
starting rent by starting
17. Move ratio 19. Move up rent ratio
Outcome variable
Moved up
(10 Moved up
Main variable Interaction percentile) (10 percentile) | AOpportunity | AOpportunity

Regression C: Head or co-head with disability

SAFMR PHA -0.009*** 0.000

post-SAFMR (0.003) (0.001)

with Head or

Co-head with

Disability
Lower (<90) -0.009** 0.003
Moderate (90 (0.003) (0.003)
-110) -0.009* -0.001
Higher (0.004) (0.002)
(>110) -0.006 0.000

(0.004) (0.003)
SAFMR PHA -0.005 0.004***
post-SAFMR no (0.005) (0.001)

Head or Co-head
with Disability

HCV = Housing Choice Voucher. SAFMR = Small Area Fair Market Rent.

e+ * indicates that the coefficient is statistically significantly different from zero with p-value of less than 0.001, 0.01, and
0.05. Each column reports the results of three distinct fixed effects linear regressions—one for each subgroup interaction
model—with PHA fixed effects, with standard errors clustered by PHA.

5.3 Summary

In summary, it appears that SAFMRs are working as intended—increasing access to units in
higher-opportunity areas.

This finding that SAFMRs are working as intended is borne out when looking at both rents and
at opportunity measures. In practice it also appears that as HCV holders move to new units
(whether through new entry into the HCV program or existing voucher recipients moving to a
new unit in a different ZIP Code), they are more likely to move to higher-opportunity areas
compared with pre-SAFMR moves. No similar changes are observed in a broad group of
comparison PHAs where SAFMRs were not implemented. This is borne out both in the cross-
tabulations and in the regressions that adjust for other household and PHA characteristics.

The areas where new and moving HCV holders locate after the introduction of SAFMRs change
in terms of other neighborhood characteristics, as well. In particular, households moving to a
different ZIP Code after the introduction of SAFMRs are more likely to locate in neighborhoods
that have a lower share of minority residents and a higher share of adults with a college degree.
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6. HCV Holder and Landlord Experiences with SAFMRs

The Phase 2 site visits included interviews with 59 Housing Choice Voucher (HCV) holders and
34 landlords with rental properties within the jurisdiction of one of the SAFMR PHAs. Among
the 59 HCV holders interviewed, 24 (41 percent) received a voucher before the shift to SAFMRs
and reported moving after SAFMRs were implemented; 23 (39 percent) received a voucher after
SAFMRs were implemented; and 12 (20 percent) had rented with a voucher before SAFMRs
were implemented and did not move under the new policy.

As described in chapter 3, we used site visit interviews with landlords and HCV holders to
address several of the study’s research questions:

e How did the change to SAFMRs affect HCV holders’ experience with the HCV
program?

e What effects did it have on HCV holders’ rent burdens?
e Did HCV holders understand how the change affected their housing options?
e What were HCV holders’ perceptions of the change?

¢ Did the change to SAFMRs influence HCV holders’ success in using their vouchers to
rent a unit?

e Were HCV holders successful in using vouchers to move to higher-opportunity areas?
e To what extent were landlords aware of the change in the HCV program?
e How did landlords perceive this change?

During both the Phase 1 and Phase 2 site visits, we also held discussions with each of the
SAFMR PHAs. During these interviews, we asked for their perspectives on SAFMRs’ impact on
HCYV holders and landlords. Relevant insights from these interviews are discussed in this
chapter. In addition, chapter 7 provides findings from Phase 1 and Phase 2 interviews with PHAs
on factors that affected SAFMR implementation.

We begin this chapter by reporting on the cross-site findings from our conversations with HCV
holders about their experiences with SAFMRs. In the second section, we report on landlords’
experiences with the switch to SAFMRs. Section 6.3 documents PHA perspectives on SAFMRs’
impact on HCV holders.

6.1 HCV Holders’ Experience with SAFMRs

We conducted the interviews with 59 HCV holders to better understand how HCV holders
experienced the shift to SAFMRs and how the shift influenced their decision-making. For
purposes of understanding their experiences, we divided the interviewees into three groups.

e Post-SAFMR movers: We classify the 24 HCV holders who received a voucher before
the shift to SAFMRs and reported moving after SAFMRs were implemented as “post-
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SAFMR movers.” These HCV holders experienced the HCV program both before and
after SAFMRs were implemented and were able to describe their experience of searching
for a new unit, often in higher-rent areas not previously accessible to them.

e New HCYV holders: We classify the 23 HCV holders who received a voucher after
SAFMRs were implemented as “new HCV holders.” These HCV holders did not have
experience with FMRs, but all have moved either at the time of or since receiving their
voucher, and so were also able to report on their experience with searching for a unit
under SAFMRs.

e Stayers: Last, we interviewed 12 HCV holders who had rented with a HCV before
SAFMRs were implemented and did not move under the new policy, a group we classify
as “stayers.” These HCV holders described their satisfaction with their current
neighborhood but also, in some cases, efforts to search for a unit that ultimately proved
unsuccessful.

The majority of HCV holders interviewed lived in moderate- (26 of 59 HCV holders) or lower-
opportunity neighborhoods (21 of 59 HCV holders) at the time of the interview, while 10 lived in
higher-opportunity neighborhoods. However, this varied by group. Among new HCV holders
interviewed (who received their HCV after SAFMRs were implemented), 7 of the 23 were
renting a unit in a higher-opportunity neighborhood and 10 of the 23 in a moderate-opportunity
neighborhood. Just 5 of the 23 chose to rent a unit in a lower-opportunity neighborhood. Post-
SAFMR movers were able to access higher-opportunity neighborhoods once SAFMRs were
implemented. Among post-SAFMR movers, 3 of the 24 HCV holders were able to move into
higher-opportunity neighborhoods and 11 into moderate-opportunity neighborhoods. All the
stayers who were interviewed lived in lower-opportunity neighborhoods (7 of 12 HCV holders)
or moderate-opportunity neighborhoods (5 of 12); none were located in higher-opportunity
neighborhoods.

Exhibit 6-1: Voucher Holders by Move Type and Neighborhood Type

Higher- Moderate- Lower- Neighborhood
All Tenants Opportunity Opportunity Opportunity Type
Interviewed | Neighborhood | Neighborhood | Neighborhood Unknown
Post-SAFMR 24 3 11 9 1
Movers
New HCV 23 7 10 5 1
Holders
Stayers 12 0 5 7 0
All Tenants 59 10 26 21 2
Interviewed

Note: Location information was missing for two households, so we are unable to classify their neighborhood type.

Where we found differences between these post-SAFMR movers, new HCV holders, and
stayers, we describe their experiences separately. We also report on PHASs’ perceptions of the
influence SAFMRs had on HCV holders. In general, we learned from both PHAs and HCV
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holders themselves that, consistent with literature on household location decisions described in
chapter 5, HCV holders select housing based on a variety of factors, most of which are unrelated
to the factors used to define an opportunity neighborhood for this study: safety, quality of
education, access to transportation, and access to employment. As in this literature, our findings
suggest that proximity to family and other established networks are also important, as are
personal situations such as advanced age and/or disability.

Importantly, our findings suggest that HCV holders have quite a bit less freedom in making
housing choices than might be expected. HCV holders’ moves were often involuntary, and their
housing unit selection was often based on immediate practical concerns such as identifying a
landlord who would accept a voucher or finding a unit within a deadline rather than loftier goals
such as access to better opportunity. Despite this, we did find HCV holders who took advantage
of SAFMRs to try to move to better neighborhoods. Not all of them succeeded, but some did.

6.1.1  What factors did HCV holders cite as influencing their decision to move or not to move? To what
extent did the shift to SAFMRs influence their moving decisions?

To understand the role that SAFMRs may have played in influencing HCV holders’ decision-
making, it is important to first explore how and why they chose to move and how they selected
the neighborhoods in which they live. We examined motivations for pre-SAFMR voucher
holders and new HCV holders separately, to explore whether reasons for selecting housing
varied between these two groups of participants.

In our interviews with HCV holders, we asked about the factors that contributed to the most
recent decision to move and the reasons they chose their current neighborhood. SAFMRs were
only one of the many factors that HCV holders considered in making these decisions. Among the
HCYV holders we interviewed, the shift to SAFMRs appears to have had a modest effect on HCV
holders’ moving decisions, which were influenced more heavily by other factors.

o  While not the primary factor prompting most moves, SAFMRs appear to have had a
range of effects on the moving decisions of some HCV holders.

Only two HCV holders (one new HCV holder and one post-SAFMR mover) reported SAFMRs
as the primary reason for their move. But other HCV holders (five new HCV holders and three
post-SAFMR movers) recognized that SAFMRS had some influence in their decision to move, in
both positive and negative ways. HCV holders reported that SAFMRs had one of three impacts
on their decision to move. Among HCV holders who decided to move for a reason unrelated to
SAFMRs, some took advantage of the higher payment standards under SAFMRs to expand their
search area to include units in higher opportunity areas. Other HCV holders reported that once
they became aware of SAFMRs they intentionally tried to move to an opportunity area. On the
negative side, SAFMRs were reported as a contributing factor in involuntary moves, such as
when the payment standard decreased and the HCV holder could no longer afford the unit
(reported by two post-SAFMR movers).
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e Most moves were prompted by factors outside of the HCV holders’ control.

Forty-four of the 47 HCV holders interviewed who were classified as either “new HCV holders”
or “post-SAFMR movers” identified one or more primary reasons for selecting their new unit or
moving. The primary factors for HCV holders’ decisions to move tended to be outside of HCV
holders’ control rather than intentional decisions about moving. These external factors included
circumstances such as being forced to leave by landlords, their rental unit becoming too
expensive (for example, because the landlord requested a rent increase or their voucher size
changed making the rent too expensive), or selecting a less desirable unit to avoid a newly issued
voucher expiring. Overall, issues with landlords were the most commonly reported primary
reason HCV holders moved, cited by 18 HCV holders. As noted previously, in 2 of these 18
cases, HCV holders reported that this was related to SAFMRs.

Among the 23 new HCV holders, 6 reported their primary reason for their most recent move was
forced relocation imposed by the landlord. This was driven by landlords discontinuing their
participation in the HCV program (reported by three), the HCV holder not being allowed to lease
in place (reported by two), and landlords removing HCV holders from housing without
explanation (reported by one). Similarly, among the 24 post-SAFMR movers, 5 cited landlords
selling the property as the primary reason for their move, 3 cited landlords discontinuing their
participation in the HCV program, and 2 reported landlords removing HCV holders from
housing without explanation as the primary reason for their move. Only two HCV holders (one
new HCV holder and one post-SAFMR mover) said they left voluntarily because they disliked
the landlord.

The main difference between new HCV holders and post-SAFMR movers who cited landlord-
related reasons for moving was related to affordability. Eight post-SAFMR movers moved
because the landlord requested a rent increase or their voucher size changed, making their rent
more expensive. In contrast, only one new HCV holder reported their landlord requesting a rent
increase or their voucher size changing as the primary reason for moving. This difference may be
a reflection of payment standards decreasing in lower-opportunity areas after SAFMRs were
implemented: five of these eight post-SAFMR movers were in lower-opportunity areas.

o  When moving