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ABSTRACT

This report analyzes the housing improvements of households enrolled in
the H0u51ng_Allowance Demand Experiment. The analysis focuses first on
changes 1in units to meet the housing requirements tested in the experiment
and second on general maintenance, repalr, and remodeling activity. The
first analysis 1s based mostly on housing evaluations conducted by program

staff; the second relies on household interviews,

Households enrclled in the Housing Gap allowance plans recerved allowance
payments 1f they met certain housing requirements. Two types of housing
requirements were tested. Minimum Standards households were required to
live in housing that met specific physical and occupancy reguirements.
Households in the Minimum Rent plans could choose whatever housing charac-
teristigcs they wished but were required to spend at least a specified mini-

mum amount for rent.

Households that did not meet requirements at enrollment could move to a
unit that did meet requirements or arrange to meet them in the enrollment
unit. This report focuses praimarily on the latter group. Minimum Stand-
ards households could upgrade by repairing the Minimum Standards components
failed. Minimum Rent households could meet in place by negotiating or
accepting a rent increase sufficient to meet the reguirement. The overall
findings are that the allowance 1induced Minimum Standards househelds to
upgrade more frequently than Control households and to repair units that
were originally 1n somewhat worse condition than upgraded Control units.
Most uwpgrading appears to result either from neorxmal maintenance or addi-
tional household efforts, and i1s not accompanied by any above-normal
increase 1n rent. In contrast, the effect of the experiment on Minimum
Rent households that did not meet reguirements in the enrollment unit was,
at most, very limited. While there 1s some evidence that scme Minimum
Rent households were induced to meet Minimum Rent reguirements in place,
there is no evidence of above-ncormal rent increases for this group. In
general, meetaing Minaimum Rent requirements in place appears to reflect
normal changes i1n unit rents not immediately tied to any change in unit

quality.



In addition, this report assesses data on unit improvement collected

through Periodic Interviews with enrolled households. The data describe
the freguency and extent of improvements, the specific types of improve-
ments, whether the improvements were made by the household or "landlord,
and the costs to the household of improvements. Malntenance and repair
of the housing stock appears to be a substantial and ongoing process;
however, the experiment appears to have had little additional effect on

the incidence or type of improvement.
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This report 1s one of a series of technical reports on the final results

of housing programs tested in the Housing Allowance Demnand Experiment.
The Demand Experiment, guthorized by Congress in the Housing Act of 1970,
was designed to test the concept of providing direct cash assistance to
low-income households to enable them to rent suitable housing. The
experiment focused on the ways in which low-income renter households use
housing allowances. It tested a variety of allowance plans involving
approximately 1,200 Experimental households (offered a housing allowance
payment) and 500 Control households (offered only a token cooperation
payment} at two sites: Allegheny County, Pennsylvania (Paittsburgh) and
Maricopa County, Arizona (Fhoenix}, from 1973 te 1577. Each household
enrclled in the experiment was offered allowance pavments for three vears.

Analysis 1s based on data from the first two years.

This report concerns improvements to units occupled by households enrolled
in the Demand Experiment. The analysis focuses first on the housing require-—
ments tested in the experimental Housing Gap alloewance plans and second on
general maintenance and repair activity. The firsti analysis is based pri-
marily on data from housing evaluations conducted by trained housing eval-~

nators; the second on data from household interviews.

Under a Housing Gap allowance, eligible households receive payments designed
to make up the gap between the cost of modest, exasting, standard housing
and the fraction of household 1ncome whach maght reasonably be devoted to
housing. These payments are tiled to housing by housing reguirements; house-
holds receive allowance payments only :f the housing that they rent meets
particular housing requirements. Twe kinds of housing requirements were
tested 1n the Demand Experiment. Minimum Standards requirements specify
minimum physical quality and occupancy standards. Minimum Rent require-
ments specify a minimum amount that households must spend for housing buk
lezave the exact type of housing up to the recipient. {Two levels of
Minimum Rent, termed Minimum Rent Hagh and Mainaimom Rent Low, were tested

an the Demand Experiment.)



Some households began recelving allowance payments as soon as they enrclled,

because they already met their housing requirements. Households that did
not already meet requirements at enrollment could either move to a unit
that met requirements or attempt to meet requirements in their enrcllment
units, The primary focus of this report is on the latter group--households
that met reguirements after enrollment without moving from their original
units, Minimum Standards households could meet the Minimum Standards
requirements without moving if they upgraded their enrollment units to
correct deficiencies. Minimum Rent households could meet Minimum Rent
requirements without moving 1f the unit's rent increased to the required

level,

Several measures are used to describe the housing of houséholds that met
requirements without moving, including descriptions of the number and type
of Minimum Standards components failed by the unit, hedonic indices of
housing services, the housing evaluator's overall rating of the un:it, and

& measure of physical housing deprivation. These measures are all based

on data from housing evaluations, designed for the experiment and conducted

by trained housing evaluators.

Additional information concerning dwelling unit improvements was provided
by househclds in three interviews conducted 6, 12, and 24 months after they
enrolled., Households were asked about improvements to their units such as

general remodeling, installing plumbing or heating fixtures, and interior

rainting and papering. They were also asked to estimate the cost to the
household of the repairs and to 1ndicate whether the improvements were
made by the household or the landlord. These data are used to provide
general information on repair and maintenance activity not specifically

tied to items included in the housing evaluations.

The major conclusions of the analyses of Minimam Standards and Minimum
Rent housecholds that met requirements without moving and of improvements
reported by households are laisted below. 2ll results refer to households

that di1d not meet requirements at enrollment.

1. Upgrading was an important way of meeting Minimum Standards require-
ments and thus gualifying for allowance payvments. This was especially

true in Pittsburdh.



Among the heouseholds that met the Minimum Standarxds requirements

at two years, 39 percent had already met the requirements when
they enrolled. Of those households that had not met Minimum
Standards requirements at enrollment but did meet them after two
yvears, about two-thirds met by moving to a dirfferent unit (64
rercent) and about one-third upgraded their enrollment unit (36

percent) .

Upgrading was especially important in Pittsburgh--45 percent of
the households that met requirements after enrollment 4id so by

upgrading as compared with 30 percent in Phoenix.

The difference between the two sites in the importance of upgrad-
ing appears to reflect higher mobility rates and a looser housing
market in Phoenix, BAbout the same proportion of enrolled house-
holds (79 percent) failed to meet the Minimum Standards reguire-
ments at enrollment in both sites, and of these, about the same
proportion (13 percent) upgraded. In addition, however, more
households in Phoenix moved, and more of those that moved cbtained

housing that met the Minimum Standards reguirements.

Overall, upgrading by Minimum Standards households involved only a
modest extension of the normal process of maintenance and repair. The
housing allowance offer does appear to have induced some additional
households to upgrade units that were in moderately worse condition
than those normally upgraded. This additional upgrading all occurred

in the first vyear after enrolliment,

about 8 percent of the Control households that 414 not meet the
Minimum Standards requirements at enrollment upgraded the:ir units
during the two years of the experiment. The rate for Minimum
Standards households was o percentage points hlgﬁer, 13 percent.
This finding was confirmed by estimates taking account of a

variety of demographic and housing condition variables,

On average, units upgraded by Minimum Standards households were
1mitially of somewhat lower overall quality than those upgraded
by Control households, Corresponding to this, Minimum Staundards

households that upgraded corrected a larger average number of
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deficiencies and increased overall unit guality more than Control

households that upgraded. The differences are modest, however;
the overall value of the hedonic index for units upgraded by
Minimum Standards households increased by about 7 percent, com-

pared with 3 percent for un:its upgraded by Control households,

The percentages of Minimum Standards and Control households that
upgraded were only different in the first year after enrollment
{11 percent cof households not meeting reguirements at enrollment
for Minimum Standards households as compared to 7 percent for
Control households). In the second year, the percentages were

the same (4 percent of the households that did not meet require-
ments at the end of the first year for both groups). Thus, after
the first year, households met Minimum Standards by upgrading only

through the process of normal maintenance and repair.

Even with the additional upgrading induced by the housing allowance,
upgrading was generally concentrated in better gual:ty umits and
usually involved small changes to the un:it, with no above-normal

increase i1n rent.

Although, as indicated above, Minimum Standards households up-
graded units that were initially in somewhat worse conditicn than
those upgraded by Control households, the units upgraded by both
groups tended to be of higher initial qualaity than those of house-
holds that stayed in their enrollment units without upgrading.
Upgraded units were on average hicgher-priced units that offered

a higher initial level of housing services, failed fewer Minimum
Standards components, were less crowded, and received better

overall ratings from the housing evaluators.

On average, the repairxs involved in upgrading were relat}vely
modest., Indeed, Control upgraders show no greater change in
overall mit quality, as measured by the hedonic index, than
other Control househeolds that stayed in the same unit without
meeting requirements; they simply started in better guality

units that were closer to meeting the Minimum Standards reguire-



ments. {(Minimum Standards households did show a larger change
in the hedonic index value, reflecting the modest additional

improvements by these households.)

Furthermore, upgrading did not on average lead to any additicnal
increase in rent over the two years, Control and Minimum Standards
households that stayved in their enrollment units all showed about

a 10 percent ilncrease in rent over the two vears, regardless of
whether they upgraded. This increase appears to reflect normal
inflation and again suggests that upgrading involved normal main-
tenance or, 1n the case of Minimum Standards households,; adda-

tional efforts by the household rather than the landlord.

4., Meeting Minimum Rent requirements without moving was important only

for households in Pittsburgh,

Almost all households that met Minimum Rent requirements without
moving were 11 Pittsburgh. BAmong households that did not meet
the Minimum Rent requirements at enroliment in Pittsburgh, 28
percent of Minimum Rent Low households and 11 percent of Minamum
Rent High households later met the requirements without moving
from their enrcllment unzts. Comparable figures for Phoenix
were only 6 percent for Minamum Rent Low households and I percent
for Minimum Rent High households. The difference between the
sites 1g apparently due to three factors. First, the mobility
rate was lower an Pittsburgh, so that more houschelds stayed in
their enrcollment units. Second, the rate of rent inflation was
higher in Pirttsburgh, so that households were more likely to
have rents 1ncreased enough to exceed the Minimum Rent levels.
Third, Pittsburgh households were generally c¢loser to meeting
Mainimum Rent levels at enrollment so that a given change in rent

brought more households abowve the Minimum Rent reguarement,

In Pittsburgh, 46 percent of all the households that met Minimum
Rent Low regquirements after enrollment and 35 percent of all
households that met Minimum Rent High reguirements after enrocli~
ment did so without moving from their enrollment units. Thus,
in Pittsburgh, meeting requirements in place was about as impor-

tant for Manimum Rent households as upgrading was for Minimum
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Standards households (45 pexcent of the Minimum Standards house-
holds in Pittsburgh that met reguirements after enrollment did

so by upgrading). In Phoenix, however, only 10 percent of house-
holds that met Minamum Rent Low requirements after enrollment and

3 percept of all households that met Minimum Rent High requirements
after enrollment dad so without moving, well below the comparable

figure of 30 percent for Minimum Standards households.

There 15 no evidence that Minimum Rent households that met reguirements
without moving either negotiated or accepted substantially larger rent
increases than would have heen expected in the absence of the allowance

offer.

Minrmum -Rent Low households in Pittsburgh that did not meet require-
ments at enrollment were more likely to meet them subsequently with-
out moving than similar Control households (28 percent as copposed
+o 14 percent)., This finding 1s confirmed by multivariate analysis
and, as was the case with Minimum Standards, 1s evident only in

the first year after enrcllment. (There 1s no significant differ-
ence hetween Control and Experimental rates for Minimum Rent High
requirements in Pittsburgh or for either Minimum Rent requirement

1n FPhoenix,)

At the same time, the Minimum Rent Low households in Paittsburgh
that met requirements without meving show no evadence of unusual
ncreases in rent., Their rents increased by about the same per-
centage as those of Control households that met requirements
without moving and Minimum Rent househeolds that stayed an their
enrollment units without meeting requairements. This suggests
that the difference in the proportion of Minimum Rent and Control
househclds that met requirements without moving reflects some
underlying difference in initial circumstances not adequately
controlled for in the analysis, rather than any substantial
tendency to negotiate or accept uwnusually large increases in

rent,



6. Overall, meeting Minimum Rent reguirements without moving appears to
reflect normal rent changes. These changes are not associated with

any changes in unit gunality.

Households that met Minimum Rent reguirements sometime aftexr enroll-
ment without moving were on average closer to meeting the reguired
level when they enrclled than households that stayed in thear
enrollment units without meeting reguirements. Thus, households
that met the requirements without moving were to some extent simply
households that were more likely to reach the reguired rént levels

under normal 1nflation.

Neither the householids that met Minimum Rent requirements in place
nor those that stayed in their enrollment units without meeting the
requirements show evidence of any overall change in dwelling unit
guality. The change in dwelling unit quality was measured by hedonic
indices of housing qualaty, Minimum Standards components, a measure
of physical housing deprivation, and the housing evaluator's averall
rating of the unit. 1In each case the pattern was the same. Thus,
rent increases for households meeting Minimum Rent requirements with-
cut moving apparently represent inflation, changing tenure relation-

ships or a lagged adjustment of rent to some prior change 1n housing,

7. Substantial and freguent maintenance and repair of the rental housing

stock 1s undertaken by both households and landlords.

Almost all households reported that some improvement activity had
occurred during the two yvears of the Demand Experiment. Households
reported that therr landloxds made an average of 2.7 i1mprovements
during the two years after enrollment while the households them-

selves made an average of 2.8 improvements and spent about $90.

As might be expected, while the mean number of repairs was the same
for households and landlords, the types of repairs undertaken were
different. Households more often made improvements such as
interior painting or papering and repairs to floors or installa-
tion of carpets. Landlords more often installed or repaired
rlurbing, heating, or airr conditioning equipment and added land-

scapmg. Overall, the most frequently reperted repairs and
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mmprovements were general repairs and interior painting or paper-—

ing. The least common were installation of major kitchen appli-
ances, modernizing kitchens or bathrooms, general remedeling, and-

exterior painting.

Based on data reported by the households, the various allowance offers
had no apparent effect on the overall level of either household or land-
lord maintenance and repair activity. Even ameng Minimun Standards up-
graders, it 18 possible that the additional upgrading found for Minimum
Standards households represents a refocusing of househbld repairs rather
than a general increase in the level of repair activity, though this

cannot be determined with certainty. -

The percentage of households reporting repairs, the mean number of
repairs, and the reported household cost were all essentrally the
same for Experimental and Control households. fThis type of evidence
does not necessarily contradict the experimental findings regarding
Minimur Standards upgraders, however. The data repdfted by the
households represent a very broad series of improvements ranging
from simple repairs to modernization. Generally, the interview i1tems
are not closely related to the components of Minimum Standards nor
are they specific enough to describe briﬁging a unit "up to code."
Thus, 1t is possible that Minimum Standards upgrading represents a
refocusing or that the interview questions are too general to detect

actual differences in the amount of repairs being performed.



SOURCES OF STATEMENTS

The sources of summary statements are indicated below.

1.

The overall rate of vpgrading 1§ given in Table 2-2. The proportion
of participants that were upgraders 1s shown in Table 2-3. For a dis-
cussion of site differences, see Tables 2-3 and 2-4 and associated

text and Figures IV-1 and IV-2.

Comparisons of Experimental and Control rates of upgrading are shown
in Table 2-2 and further analyzed in Section 2.4 (Table 2-14). Com-
parisons of units upgraded are shown in Tables 2-6 and 2-7, énd

comparisons of changes to units in Tables 2-8 through 2-~11. First-

and second-year rates are compared in Tabkle 2-5.

Comparisons of uwnits upgraded with those not upgraded are shown in
Tables 2-6 and 2-7. Changes are presented in Tables 2-8 through
2-11.

The rate of meeting in place and the proportion of recipients meeting
in place are given 1n Tzbles 3-2 and 3-5 (comparable figures for
Minimum Standards are shown in Tables 2-2 and 2-3). Daifferences
between the sites are shown in Tables 3-2 and 3-5 and discussed

further in Section 3.2 (Table 3-6}.

Rates of meeting in place are presented in Tables 3-2, 3-3, and 3-4.
Logit results are presented 1n Tables 3-9 and 3-10. Expenditure
changes are shown an Table 3-11. The finding of no effect on
expenditures for in-place meeters is also confirmed by more elaborate

analysis in Joseph Friedwman and Daniel H. Weinberg, Housing Consumption

Under a Constrained Income Transfer: Ewvidence From a Housing Gap

Housing Allowance, Cambridge, Mass., Abt Associates Inc., Apral 1979

(revised June 1980).

Initial distance from meeting requirements 1s shown in Table 3-6.
Changes in rent and various measures of housing qualaty are presented
in Tables 3-11 through 3-16. Comparisons with estimated normal rents

are shown in Table 3-8.
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The incidence and mean number of improvements, as well as reported

household costs, are shown in Tables 4-1 and 4-2. The types of
improvements made by households, by landlords, and overall are shown

in Tables 4-3 through 4-5.

Overall Experimental/Control comparisons are presented in Tables 4-1
through 4-5. Comparisons of Minimum Standards and Control households
that d:rd not meet requirements at enrcllment are shown in Tables 4-6
and 4-7. For a discussion of figures for Minimum Standards upgraders
see Tables 4-8 and 210 and associated text. Similar comparisons for

Mimimum Rent households are given in Tables 4-9 through 4-14.



CHAPTER 1
INTRODUCTION

This is one of a series of final technical reports on the Housing Allow-
ance Demand Experiment., The Demand Experiment was designed to provide
anformation on how low-income hoﬁ5eholds uge housing allowance payments.
The experiment offered monthly allowance payments to approxamately 1,200
low-income households selected at random in two sites: Pittsburgh
(Allegheny County), Pennsyvlvania and Phoenix {(Maricopa County), Arizona.
Several different allewance plans were tested involving different payment
formulas and housing requirements. In addition, a Control group of approxi-
mately 500 low-income households was enrclled at each site. Heuseholds
remained in the experaiment and received payments for three years after they
enrclled. The calendar pericd covered by the experiment was roughly from
late 1973 to early 1977. Evaluation is based on the first two vears of

household observation.

Households i1n Housaing Gap plans were offered payments designed to bradge
all or part of the gap between the cost of medest, exasting, standard hous-
ing and a reascnable fraction of household income. Thus, the Housing Gap

payment was determaned by

{1) P =(C - by

where
P = the amount of the allowance payment
C = the basic payment schedule, proportional
to the estimated cost of modest, existing,

standard housing (which varied by house-—
hold size and site)l

b = the benefit reduction rate (the rate at
which the allowance i1s reduced as income

increases) and

¥ = household 1ncome.

1 .
These costs were estimated by a panel of experts in each site.




The Housang Gap allowance payment was linked to participants' housing by
housing reguirements--households received an allowance only 1f they occu-
pied units that met specific requirements. Two types of housing require-

ments were tested: Minimum Standards and Minimom Rent.,

Minimum Standards households were required to live 1n housing that met
specific physical and occupancy requirements. The physical reguirements
established standards for 15 attributes of the dwelling unit (such as
adequate plumbing and kitchen facilities and minimum requirements for the
surface and structural quality of walls and fioorsg). The occupancy require-—
ment specified that there be no more than two persons per adequate bedroom
(where adequate was defined with regard to some cf the physical standards).
Compliance with Minimum Standards requirements was determined by housing
evaluations, conducted by site office staff. The Minimum Standards plan
thus combined an income-conditioned payment with a set of normative stand-
ards designed to ensure adequate housing. In this respect 1t 1s similar

to existing housing programs such as Sectaion 23 and Section 8.

Households in the Minimum Rent program, in contrast, could choose whatever
dwelling unit characteristics they wished, but were required to pay at
least a specified minimum amount for rent. Two levels of Minimum Rent
were tested, set at 70 percent (Minimum Rent Low) and 90 percent (Minimom
Rent High) of the estimated cost of modest, existing, standard housing in
each 51te.l Minimum Rent 15 an alternative to Min:imum Standards. The
Presumption is that, on average, units meeting Minimum Rent will offer an
adequate level of housing services while allowing the househeld even more
freedom of choice than the Minimum Standards requirement. Furthermore, a
Minimum Rent allowance program might be less costly to adminlster, since

it does not require housing evaluations.

The households of primary interest in this report are Minimum Standards
and Minimum Rent households that did not meet requirements at enrollment
and that did not move during the Demand Experiment. Housing reguirement
status at enrollment has been shown to be an important determinant of

the use of the housing allowance (see Friedman and Weinberqg, 1973).

1
This was the same cost schedule used in determining payments.



Households that already met requirements when they enrolled began to receive
allowance payments 1mmediately. Households that 414 not meet requirements
did not receive payments until they either moved to units that met require-

ments or staved and remedired the deficaiencies in their enrollment units,

This report focuses on households that stayed and met requirements in their
enrollment unlts.l For Minimum Standards households, this involved upgrading
-~that 15, corxecting the specific Minimum Standards requirements failed.
Minimum Rent households could meet in place by negotiating or accepting a
rent increase sufficient to meet the rent requirement, presumably in

exchange for additional housing services or i1mprovements.

Dwelling unit repairs and rent increases both occur 1n the absence of the
experiment. The first major issue, therefore, is whether the Minimum Stand-
ards requirement encouraged households to make more repalrs or reparr their
units more frequently than they would have done otherwise and whether the
Minmimum Rent reguirement encouraged households to accept or negetiate greater
rent increases than they would have done normally. This is done by compar—
ing the rates of Minimum Standards upgrading and meeting Minimum Rent in

place for Experimental and Ceontrol households.

For beth Minimum Standards and Minimum Rent, a rather large proportion of
households that did not meet reguirements at enrollment and remained in
their enrollment units never did meet requirements, Thus, a second major
1ssue 1s to assess what characteristics appear to differentiate those that
upgraded or met in place from households that stayed and did not meet
requirements. Specizal attention 1s paid to the extent to which households
that met 1n place tended to start out in better housing or in units that

reguired smaller repalrs or changes in rent to meet requirements.

A thixd issue 1s what kinds of changes 1in unit quality and rent in fact
accompanied upgrading to meet Minimum Standards or meeting Minimum Rent 1in
Place. Upgrading at least invelved correcting the specific deficiencies
which caused the unit te fail Minamum Standaxrds. These may or may not have
been accompanled by other improvements. Likewise, they may have 1nvolved

accepting substantial increases in rent or may have been relatively small

1
See Friedman and Weinberg {(1979) for a detailed analysis of all the
households in the Housing Gap allowance plans.




repairs with correspondingly small impact on the unit's overall gualaty or
rent. Meeting Minimum Rent in place necessarily involved increases in rent.
Again, these increases may have been large or small and may or may not have

been accompanied by discernible improvements to dwelling units.

Upgrading to meet Minimum Standards obviously entailed a rather specific
and liamited type of repair and maintenance of the housing stock. The Demand
Experiment can also provide some information on the extent to which low-
income rental units are maintained and improved in the absence of extraor-
dinary code enforcement or rehabilitation programs. The rate at which
Control households that did not move passed Minamum Standards or increased
their level of housing services is one approach to measuring normal mainte—
nance, The measures of housing used in the analysis may measure only some
aspects of maintenance, however. The Minimum Standards components, for
example, are not designed to detect general remodeling. 2And while the
hedonic index provides a good overall measure of housing quality, it will

not detect many specific repairs or improvements.l

Periodic Interviews with enrolled households collected data directly related
to the frequency and extent of repairs, improvements, and general remodeling.
Households were asked whether they or their landlords had repaired or improved
particular aspects of the unit and what the total cost had been to the house-
hold. B2 broad range of i1mprovements was listed and may provide better under—
standang both of noxrmal repair and maintenance activity and of the effect of

the housing allowance.

The analysis of Minimum Standards upgrading is presented in Chapter 2.
Chapter 3 analyzes Minimum Rent households that met reguirements in place

and assesses the effect of the experiment on the rate of meeting i1n place,
the increase ain rent, and the increase in housing services. Finally, Chapter
4 describes the repalr and maintenance activity reported by Experimental and
Control households, The data are presented first for all the Demand Experi-
ment allowance plans and then in detail for Minamum Standards upgraders and

Minimum Rent households that met 1n place.

lTha strength of the hedonic i1ndex rests on the fact that overall
unit quality can be adequately described 1n terms of a relatively small
number of unit and neighborhcod attributes. In effect, units which score
well on these attributes also tend to score well on other attributes.
Normal maintenance, however, may involve a large variety of individual
changes which would not be captured by the items used in the index.
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CHAPTER 2

MINIMUM STANDARDS UPGRADING

The Minimum Standards requirements included physical requirements covering
15 attributes of the dwell:ing unit (such as adequacy of light and ventila-
tion, complete plumbing, and surface and structural quality) and an cecu-
pancy requirement of no more than two persons per adequate bedroom. A
dwelling unit's ratangs for these and other attributes were recorded during
periocdic housing evaluations. A brief descripticn of the reguirements 1is
gzven in Table 2-1. The standards were based in part on the American Fublic

Health Association - Public Health Service's Recommended Housing Malntenance

and Occupancy Ordinance (revised 1971) code, and are similar to the stand-

ards set for the Section 8 program.l

Although the dwelling units of all housebolds enrolled in the Demand Experi-
ment were evaluated pericdically, housing evaluations were used operation-
ally only for households assigned to the Minimum Standards housing allowance
plan. These households received a housing allowance payment only 1f they
lived in units that passed the Minimum Standards requirements. Minaimum
Standards households living in units that did not pass the requirements
received monthly $10 cooperaticn payments for providing data but were not
eligible for full payments until they lived in units which passed the

regulrements.

About 80 percent of the Minimum Standards households did not meet the Mini-
mum Standards requirements when they first enrolled in the Demand Experiment.
Those Minimum Standards households that already met regnirements began to
receive housing allowance payments immediately. Other households received
payments only 1f they either remedied the deficiencies in their current

units or moved to units that did meet the regquirements.

1Refer to Appendix II for a complete descraption of the Minimum
Standards reguirements. Bakeman et al. (1979} discusses the operational
content of Minimum Standards in terms cof the extent to which the standards
accurately 1dentified inadequate housing and the ways in which the various
components contributed to the overall failure rate.



Tahle 2-1

MINIMUM STRHNDARDS REQUIREMEMNTS

REQUIREMENT

DESCRIPTION

PHYSICAL REQUIREMENTS

Complete plunmbkaing

Complete kitchen facilities

Core roomsy

Laght fixtures

Elactrical

Heatlng eguipment

Roocm structure

Room surface

Floor structure

Floor surface

Exterior walls

Taght and ventrlatron

Ceilang herght

Adegquate exris

Poof structure

Pravate bathroom facilities must be present
and 1n working condition

& refrigerator, cooking facilitzes, amd kitchen
zink must be present and 1n warkaing condition

A bathroom, kitchen, and living rocom must be
prasent

Workaing cerling or wall-type fixtures must be
present in the bathroom and krtchen

At least one operable electric outlet must
be present in the kitchen and living room.
The living room must alsze have an additiceal
ontlet, wall switch, or pull-chain light
switch

Acceptable working heatming equipment must be
presaent

Cealing and wall structure for all rooms
must not need replacement (such as leaning
or savere buckling)

Cerliny and wall surface for all rooms must
not need replacement (such as large holes,

loose material or other evidence of sevare

damage)

Ploor structure for all rooms must not need
replacement {(such as severe buckling)

Floor surface for all rooms must not need
replacement {(such as large holes or missing
parts)

Exterior wall structure and surface must not
need replacement (sach as leaning, buckling
or excessive cracks and holes}

At least cne openable window or working vent
must be present i1n the bathrocom and kitchen,
at loast one openable window must be present
in the living room; and the ratio of window
area to floor area in these rooms must be

at. least 10 percent

The gei1ling height 1n the living room, bath—
roam, and kitchen must be at least 7' hagh
for at least half the room area

For multi-family buildings, there must be at
least 2 exats leading to safe and open space
on the ground, oz other indications that fire
safety is met

The reoof structure must be firm (not sagyaing
or buckling)

OCCUPANCY REQUIREMENT

Qcoupancy

There should be no more than two persons per
adeguate bedroom. An adequate bedroom 1s a
room able to be closed off from other rooms
and which passes Minrmum Standards reguire—
ments for electrical, ceiling height, light
and wentilation, room structure and surface,
floor structure and surface.




As illustrated 1n Figure 2~1, the housing allowance offer provided an effec-

tive incentive for households that did not already meet requirements: aftex
two years in the experiment, households not imitielly meeting regquirements
passed the reguirements at almost twice the rate for similar Control house-
holds.1 Thus, 36 percent of the Minimum Standards households in Pittsburgh
and Phoenix that lived in unats that failed Minimum Standards at enrollment
succeeded 1n meeting Minimum Standards within two years of enrollment,
compared with 19 percent of Control households.2

This chapter concerns househclds that met the regquirements by upgrading
their enrollment units rather than by moving to other units, Section 2.1
compares the rates of upgrading for Mimimum Standards and Control househalds
in crder to determine how much upgrading was undertaken in response to the
allowance offer or simply refliected the normal process of maintenance and
repair. Section 2.2 discusses the extent to whaich households that upgraded
started cut in better units with relatively few deficiencies. Section 2.3
examines the actual changes made to upgraded units--both in terms of the
specific Minimum Standards deficlencres remedied and in terms of other
measures of overall housing qualaity. Finally, Section 2.4 combines the
results of the previous sections to develop logit estimates of the experi-
mental impact on upgrading, controlling for initial housing condition as

well as various demegraphic factors.

For the purposes of this analysis, upgrading i1s specifically defined in terms
of the 1tems included in the Minimum Standards requirements and does not re-~
flect other repalrs or improvements that may have oceurred at the same time.

Thus, Minimum Standards upgraders are defined as households whose units

lsee Kennedy and MacMillan (1979) for a more complete analysis of the
probability of participating in the experiment and Friedman and Weinberg (1279)
for an analysis of change in expenditures and housing guality for Housing Gap
households.

2Ihe ovaerall rates of meeting requirenents dirffered somewhat between
the sites, as shown in Appendix IV, Fiqures IV-1 and IV-2, Of the house-
holds that failled requirements at enrollment, 46 percent in Phoenix and 27
percent in Pattsburgh were living in units that met requirements withain two
vears of enrollment. Wevertheless, in both sites the rate at which Minimum
Standards households passed the requirement after two years was higher than
the rate at which similar Control houscholds passed (12 percent in Pittsburgh
and 26 percent in Phoenix}.



Figure 2-1
MINIMUM STANDARDS REQUIREMENT STATUS AT ENROLLMENT AND AT TWO YEARS:
PITTSBURGH AND PHOENIX

Minimum Standards Households

Met Minimum Standards iDid not meet Minimum Standards requirements at
requirements at enrollment
enrol Iment 79%
21% {n=76) (n=289i
_ \
Met requirements Did not meet requirements at
at two years two years
36% 64%
(n=103) {n=186}

Control Households

Met Minimum Standards Did not meet Minimum Standards requivements at
requirements at enroliment
enrolIment 80%
20% {n=112) {n=459)
Met re- Did not meet requirements at two
quirements years
at two 814
years (n=372)
19%
{n=87)

SAMPLE: Minimum Standards and Control households active at two years
after enrolliment, excluding those with enroliment incomes over the eligibility
Timits and those 1iving in their own homes or in subsidized housing.

DATA SOURCES: Initial and monthly Household Report Forms and Housing
Evaluation Forms,
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failed Minimum Standards at enrcllment, that never moved during their two

years of program participation, and whose units passed Mipnlmum Standards
based on the pericdic housing evaluations completed at the end of the farst
and second yvears of the experaiment. This definition permits comparison
analysis of Minimm Standards and Control households, although 1t differs

1
somewhat from actual program operations.

2.1 UPGRADING TO MEET MINIMUM STANDARDS

As indicated aboY?, among households not meeting the Minmamumm Standards
requrrements at enrollment, almost twice as many Minimum Standards as

Control households eventually lived in units that passed the requirements.
Thaese househ?lds met Minimum Standards either by upgrading their enrollment
units or by moving to units that passed the requirements. 2As shown in

Table 2-2, a significant experimental effect exists for both upgrading and
moving. Approximately 13 percent of Minimum Standards households upgraded,
while 8 percent of Control households did so. Both the rates of upgrading
and the differences in rates between Minimm Standards and Control households

are almost identical in the two sites.

lThe actual program operaticns allowed a Minimum Standards house-
hold that had repaired 1ts unit to call the site program office in any
month duraing 1ts participation in the program and request that an Upgrade
Housing Evaluation be performed on its dwelling unit in order to determine
whether 1t met Minimum Standards. Control households did not have to meet
Minimun Standards and thus did not call the site office. To permit valid
comparison of Minimum Standards and Control households, the presence of an
Upgrade Evaluation is not the criterion upon which the upgrading sample 1s
defined. Rather, households that failed to meet requirements at enrollment
and stayed in their enroliment units are defined as upgraders i1f they sub-
sequently met reguirements at either the First or Second Annual Housing
Evaluations, which were routinely scheduled for all households.

Once a household met regquirements in a wunat, i1t gualafied for payments as
long as i1t remained in that unit. Thus, some Minimum Standards upgraders
could fail to meet regquirements at both the First and Second Annual Housing
Evaluations. 1In actual practice, the two definations give almost identical
results. Among Minimum Standards households that stayed in their enrollment
units, 14 vpgraded simply by meeting requirements during the routine Annual
Housing Evaluations and are captured by both the operational and analytic
definitions. BAncther 28 households requested and passed an Upgrade Evalua-
tion; 23 of these also passed requirements at ocne of the annual evaluations.
Thus the analytic definition appears to capture most uwpgrading. Another con-
g1stent definition of upgrading across Minimum Standards and Control house-—
holds can be obtained by defining upgrading in terms of the way in whach
hcuseholds first met the Minimum Standards requirements (regardless of whethexr
or not they subsequently moved). Frgures for thias definition, applied to all
enrolled households, are presented in Appendix ITI.
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MINIMUM STANDARDS REQUIREMENTS AND MOBILITY STATUS

Table 2-2

AT TWO YEARS FOR HQUSEHOLDS NOT MEETING MINIMUM STANDARDS AT ENROLLMENT

MINIMUM

STANDARDS CONTROL
CUTCOMES HCUSEROLES HOUSEHOLDS £—-STATISTIC

COMBINED SITES
Upgraded 13% 8% 2.247*
Moved and passed 23 i1 4_292%%%
Stayed and failed 37 49 3.057%*
Moved and failed 27 32 1.508
(Sample size) (289) (459}
PITTSBURGH

Upgraded 12% 8% 1.60
Moved and passed 15 5 3.35%%=
Stayed and failled 44 57 2.39*%
Moved and failed 28 31 0.49
{(Sample size) (155} (241)

PHOENIX
Upgraded i13% 8% 1.53
Moved and passed 32 18 3.06%%
Stayved and failed 29 40 2.05%
Moved and failed 25 34 l.687
(Sample size) (134) (218)

SAMPLE: Minimum Standards and Control households active at two
yvears after enrollment whose units failed the Minimuam Standards reguire-
ments at enrollment, excluding those with enrollment incomes over the
eligaibalaty limats and those living in theilr own homes or in subsidized

housing.

DATA SQURCES: Inatial and monthly Houseghold Report Forms and
Housing Evaluation Forms.

NOTE: Percentages do not add to 100 due t0 rounding.

T  t-statistic significant at the 0.10 level.

* t-statistic significant at the 0.05 level.

¥*  t-statistic significant at the 0.01 level.

*¥% t-statistic signifaicant at the 0.001 level.
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Three i1ssues of interpretation should be addressed at the outset. First,

the Contrel rate of upgrading estimates the normal probability that housing
attributes related to the Minimum Standards requirements will be repaired
or improved. However, upgrading by Control households does not necessarily
reflect any general trend in the quality of Control units. Improvements in
the condition ©f units not inatizlly meeting requirements may be partly off-
set by deterioration among units that did meet. In addition, there is
undoubtedly some measurement error that changes the categorization of units
under successive evaluations. In fact, the overall rate at which Contreol
households that stayed in the same unit met requirements did not change

materzally during the experaimental perlod.l

Second, comparison of Experimental and Control households could be biased
1f, among other reasons, Experimental households that met reguirements and
recelved allowance payments were less likely to drop out of the experiment
than comparable Contrcl households. This problem 1s not investigated here.
However, analysis of meeting reguirements in general indicates that biases
due to differential attrition are probably small (see Kennedy and MacMillan,

1979).

Finally, 1t 1s in fact almost impossible to determine exactly how many house-
holds were induced by the allowance to upgrade. If some Minimum Standards
households that would normally have upgraded were induced to move, for
example, then the difference between Experamental and Control rates of up-

grading would understate the proportion of Experamental upgraders that were

1
The percentages of all Coantrol households that did not move that
met Minimum Standards at enrcllment and at the end of two vears are

Sample
Enrollment Two Years t-Statistic Size

Combined sites 22% 22% 0 {336)
{73} {73)

Pittsburgh 23 19 1.16 (203)
{46} {38)

Phoenix 20 26 1.39 {133)
(27) {35)

SAMPLE: Control households active at two years after enroll-
ment that did not move, excluding those with enrcllment incomes
over the elagibality limits, those 1iving in their own homes oOr in
subsidized housing, and those with a missing value at either enrcll-
ment or two years.
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induced to upgrade. What Experamental/Control comparisons yield are esta~

mates of the net effect of the allowance on the rate of upgrading. ‘The
stories developed about individual household decisions based on these net

effects are necessarily conjectures.

Although the number of Minimum Standards households that upgraded is rela-

tively modest—--37 househelds or about 13 percent of all Minimum Standards

households that failed Minimum Standards at enrollment--the 1mportance of .
upgrading as a means of meeting Minimum Standards should not be underesti-

mated. As shown in Table 2-3, over one-third of the Minimum Standards

househelds that did not meet requirements initially but were living in

acceptable units by the end of the experiment, met the standards by

upgrading. Overall, about cne-~fifth of all the recipients at the end of

two years——including those that met the requirements initially—were

households that met by upgrading their enrollment units.

Although upgraders account for about the same proportion of all recipients

in both sites, upgradang plays a much greater role in Pittsburgh than in
Phoenix for households that initially failed the requirements., Approximately
45 percent of Pittsburgh households that in:tially failed and then later

met requirements did so by upgrading, as compared with 30 percent in FPhoenix.
Table 2-2 shows that about the same proportion of Experimental and Control
households that did not meet requirements initially upgraded in both sites.
More househcolds met requirements by moving in Phoenix, however, so that
upgrades accounted for a smaller proportion of a1l households that later

met requirements in that site., This difference apparently reflects both

a high mobility rate and a generally looser housing market in Phoenix.

Ag shown 1in Table 2-4, Experimental households in both sites moved somewhat
more often than Contrel households. Mobility rates were, however, generally
higher in Phoenlx.l In addition, howéver, Phoenix households were also more
likely to meet requirements, especially 1f they moved. In both sites,
Experimental houschelds were more likely to meet requirements than Control
households, whether they moved or stayed. As with mobilaity, however, the
rate of meeting requirements was generally higher 1n Phoenix. This may be

due to a tighter rental market ain Pattsburgh. In 1974, for example, rental

1
For a detailed analysis of mobality, see MacMillan (1978).
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Table 2-3

HOUSEHOLDS MEETING MINIMUM STANDARDS AT TWO YEARS:
HOW THE REQUIREMENT WAS MET

COMBINED SITES PITTSBURGH PHOENIX
PERCENTAGE PERCENTAGE PERCENTAGE
PERCENTAGE MEETING PERCENTAGE MEETING PERCENTAGE MEETING
OF THOSE REQUIREMENTS OF THOSE REQUIREMENTS OF THOSE REQUIREMENTS
MEETING AT AFTER MEETING AT AFTER MEETING AT AFTER
MINIMUM STANDARDS STATUS TWO YEARS ENROLLMENT TWO YEARS ENROLLMENT TWO YEARS ENROLLMENT
Met Minimum Standards
requlrements at enrocllment 39% -—% 48% -—% 30% -
Did not meet Mainimum Standards
reguirements at enrollment 61 100 52 100 70 100
Upgraded 22 36 24 45 21 30
Moved and met Minimum
Standards in the two-
yvear dwelling unit 39 64 28 55 4% 70
Total population meeting
Minimum Standaxds at
two years (168) (81} {87)

SAMPLE: Minimum Standards households active at two years after enrollment whose units passed the
Minimum Standards reguirements at two years after enrcllment, excluding those with enrollment incomes over

the eligibility limits and those living in their own homes or in subsidized housing.

DATA SOURCES: Initial and monthly Household Report Forms and Housing Evaluation Forms.




Table 2-4

MEETING MINIMUM STANDARDS REQUIREMENTS IN
PITTSBURGH AND PHOENIX FOR HOUSEHOLDS
THAT DID NOT MEET AT ENROLLMENT

PITTSBURGH PHOENIX
MINIMUM MINIMUM
STANDARDS CONTROL STANDARDS CONTROL

HOUSEHOLDS HOUSEHOLDS | HOUSEHOLDS HOUSEHOLDS

Percentage of those not
meeting requlrements at
enrollment that moved 43% 36% 57% 52%
(Sample size) (155) {241) {134) (218}

Percentage of movers
that met regquirements 24 14 56 34
(Sample size) (67) {86) (77} (113)

Percentage of stayers
that met requirements 22 12 32 17
(Sample size) (88) (155) (57} (105)

SAMPLE: Minimun Standards and Control housebholds active at two
years after enrollment whose units failed the Minimum Standards reguire—
ments at enrollment, excluding those with enrollment incomes over the
eligaibility limits and those living in their own homes or in subsidized

housing.
DATA SOURCES: Initial and monthly Household Report Forms and

Housing Evaluation Forms.
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vacancy rates averaged 5.1 percent in Paittsburgh and 14.4 percent in

Phoenix (U.S. Department of Commerce, 1976). Thus, 1t may have been more
drfficult for Pittsburgh households to move o units that would meet Mini-

mum Standards.

Given the small number of upgraders, most of the remaining tables in the
chapter are presented for the combined sites. Separate tables for the

sites appear in Appendix IV.

Evidence of an overall experimental impact on the rate of upgrading is
corrchborated by separate analysis for the first and second years of the
experiment. As shown in Table 2-5, the rate of upgrading during the first
yvear after enrcllment is significantly higher for Minimum Standards house-
holds than for Control households--1ll percent compared to 7 perxcent. In
the second year, however, the rate of upgrading for Minimum Standards
households declined sharply, and was almost identical to that of Control

households.l'2

Thus, it appears that the additional upgrading induced by
the allowance was, as might be expected, concentrated in the first vear
after enrcllment. Thereafter, households met Manamum Standards by upgrad-
1ng only through the process of normal repalr and maintenance. (Minimumn
Standards households continued to move and meet requirements at a signifi-

cantly higher rate than Control households, however.)

2.2 MINIMUM STANDARDS UPGRADING AND INITIAL HOUSING QUALITY

The previous section suggested that the housing allowance offer enhanced

an ongolng process of maintenance and repair; although there was no special
incentive for Control households to upgrade their units, a nunber of them
did so, and Minimim Standards households, with the extra incentive of the
allowance payment, were more likely to upgrade than Control households.

It seems likely that housing changes engendered by normal maintenance and

reparr (or measurement error) would often be relatavely small. Thus, on

lThlS effect was also evadenced 1n the fregquency in which Upgrade
Housing Evaluations were requested by Minimum Standards households. The
rate of reguests for these evaluaticns was over twice as haigh in the first
vear as it was in the second vear.

2
A similar pattern occurred in both Pittsburgh and Phoenix (see
Appendix IV, Tables IV~1 and IV-2).
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Table 2-5

UPGRADING DURING THE FIRST ARD SECOND YEARS
AFTER ENROLLMENT

MINIMUIM
STANDARDS CONTROL
OUTCOMES HOUSEHOLDS HOUSEHOLDS t=-STATISTIC

CURING THE FIRST YEAR

Upgraded 11% 7% 2,251%
Moved and passed 14 7 2.,922%%
Stayed and failed 53 61 -2.056%
Moved and failed 22 25 -1,130
{Sample size) (289} (466}

DURING THE SECOND YEAR

Upgraded . 4% 4% 0.122
Moved and passed 13 4 3.BLE**
Staved and failed €6 73 ~1.817%F
Moved and failed 17 18 ~0.469
(Sample size} (220} {409)

FIRST YEAR SAMPLE: Minimum Standards and Control households active
at two years after enrollment whose units failed the Minimum Standards
requirements at enrollment, excluding those with enrollment incomes over
the eligibility limits and thosze living in their own homes or in subsidized *
housing. .
SECOND YEAR SAMPLE: Minimum Standards and Control households active
at two vears after enrcllment whose units failed the Minimum Standards
requirements at one year after enrcollment, excluding those with i1ncomes
over the eliqibilaty limits and those living in their own homes or in subsi-
dized housing.

DATA SOQURCES: Inatial and monthly Household Report Forms and
Housing Evaluation Forms.

T  t-statistic sagnificant at the 0.10 level.

* t-statastic significant at the 0,05 level.

*¥%  t-statastic significant at the 0,01 level.
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average, Control upgraders would be expected to come from bettexr units
-=that 1s, units that are closer to meeting the Minimum Standards require-
ments--than those that dad not upgrade. Likewise, 1t seems reasonable to
suppose that the i1nitial conditicn of the unit might affect 1n two ways
Manimum Standards households that upgraded. First, Minimum Standards house—
holds would be more likely to choose upgrading as a method of meeting
requirements and would be more able to implement the repairs 1f their
housing was in relatively geood condition and relatively close to meeting

the Minimum Standards requirements. Second, the fact that some Minimum
Standards households were induced to upgrade suggests that some honseholds
may have undertaken to upgrade units that were further from meeting Minimum
Standards or otherwise 1n less good condition than units upgraded by Control

households.

This section compares the initial housing of Minimum Standards and Control
households that did and dad not upgrade, using a variety of measures. In
nearly every case, the pattern i1s the same. Both Minimum Standards and
Control upgraders started in saignificantly better housing than houscholds
that did not upgrade. The difference appears to be somewhat larger for
Control househclds, however, Minimum Standards households, though starting
in significantly better housing than households that stayed and did not up-
grade, appeared to be in slightly worse housing than Control upgraders.
This result conforms to the pattern suggested by the findings in Section
2.2-~more effort was required of Minimm Standards households induced to

upgrade.

S1x drfferent measures of housing quality have been used to help assess the
initial quality of unats that were upgraded—-rent, hedonic indices, the nun-
ber of physical Minimum Standards components failed, persons per adequate
hedroom, a measure of physical housing deprivation, and the evaluator's
overall rating of the unit. Rent 15 used, since better units would on
average be expected to cost more. At the same time, rent as alsc deter-—
mined by a variety of factors not related to gquality, anciuding inflation,

tenure conditions, and price heterogeneity in the market. Hedonic indices
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of housing services attempt to sort out these factors to provide an overall

1
measure of housing.

Both persons per adequate bedroom and number of components failed can be
used to andicate how difficult i1t was to upgrade the unit. The mean number
of persons per adequate bedroom indicates the extent of crowding in the unit,
as defined by the Minimum Standards. The number of Minimum Standards compo-
nents failed provides a measure of the distance of the unit from meeting
physical regquirements. These measures are only approximate, however. While
overcrowding would be relatively difficult to remedy without movaing 1f the
household required additional rooms, 1t could also involve relatively simple
repalrs to make an existing, inadeguate bedroom adequate. Likewise, unaits
that fai1l fewer Minimum Standards components are lakely to be easier to up-
grade. The relationship i1s weakened, however, because deficiencies differ

in feasibility and cost of reparr.

Two additional measures of the severity of housing deficiencies are a hous~
ing depravation measure and the evaluator's overall rating. Budding (1278)
proposed a measure of physical housing deprivation which divides units into
three classes: (1) minimally adequate, {(2) ambiguous, and {3) clearly inade-
guate. A typical unit rated as clearly inadequate regquires ma)or repalrs

or renovations and fails components such as complete plunbing facilities,
adequate heating equipment, complete kitchen facalaities, or adequate room
and floor surfaces. The majority of units rated as clearly inadequate
failed a number of requirements. Thus, there 1s a strong presumption that

clearly 1nadequate units were more drfficult to upgrade than other umits.

lSee Merzall (1977)}. Inflation, by definition, ralses the dollar
value of rent without changing quality. Long-established tenants may pay
lower rents because they are known to the landloxd as good tenants. Racial
discrimination may force minorities to pay more for units of the same
quality. Individual houscholds may simply obtain better deals, paying less
than others for a given unit. Hedonic indices provide a way of sorting out
quality and nonquality factors 1in determining the market values of units.

2A typical unit rated as minimally adegquate passed window condition
requirements, was rated by the evaluator as being i1n good condition or
requiring only minor repalrs, and passed the 15 physical requirements for
Minimum Standards (but did not necessarily pass the oceupancey requirement).
A unit was rated as ambiguous 1f 1t had only a few undesirable features or
deficieneies that, depending on what was exactly involved in the deficiency
could cause the unit to be regarded as either minimally adequate or clearly
inadequate. See Budding (1978) for details.
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Fanally, the housing evaluator's overall rating of the unit provides another
measure of the severity of defects present. B2t the conclusion of each hous-
ing evaluation, the evaluator was instructed to summarize 1n one overall
rating the condition of the dwelling unit's interior, the building struc-
ture, and i1ts immediate neirghborhood. The dwelling unit was rated on a

four-point scale:

It

Good condition; only ordinary maintenance needed

Basically sound, but some minor repairs needed i

I

Basically sound, but some major repairs/renovations needed

wWw N = o

= Unsound; hazardous or unfit for human habitation.

This measure enhances the objective measures by provaiding an overall sub-
jective rataing, by a trained observer, of the unit's overall guality and

of the extent of repairs regquired.

The average values of the six measures are presented in Table 2-6. The
data show that upgraders--both Minimum Standarxrds and Control households-—-
tended to live in higher-praiced units that failed fewer Minaimum Standards
components, were less crowded, had a higher rnitial lewvel of housing
services, and had better overall ratings based on either the physical

deprivation measure or the evaluator's overall rating.

Units that were later upgraded were on average 16 to 36 percent more ex-
pensive to begin with and offered substantially (20 to 35 percent) higher
levels of housing services than units that were not upgraded. Unats that
were later upgraded were also initially closer to meeting the physical
Miprmum Standards requirements, failing only half as many components as
units that were never upgraded. BAlso, the occupancy requirement (no more
than two persons per adequate bedrcom) was met more fregquently in units

that were later upgraded.

The distrabution of houscholds across the physical housing deprivation and
overall evaluator rating categories in Table 2-7 confirms this result. In
terms of physical deprivation, upgraders were generally living 1n unaits
that had fewer serious deficiencies than the units of households that
stayed and did not upgrade. Over half of the Minimum Standards and
Control househclds that stayed and failed Minimum Standards were living

in units defined as clearly inadequate, as compared to only 27 percent
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Table 2-6

IHDICATORS OF DWELLING UHNIT QUALITY AT EMROLLMENT

MIDITIONAL t~STATISTICS

UPGHADED STAYED AND FAILED {upgraded vs, stayedffailed)
MIRIMUM MENIMUM MINEMUN
STANDARDS CONTROL STANDARDS CONTROL STANDARLS CONTROL
IHDICATORS NOUSEROLDS HOUSEHOLODS t£-STATISTIC HOUSEHOLDS EROUSEHOLDS £-STATISTIC HOUSEROLDS HOUSENQLDS
Hean rant £ 118 59 5 146 70 =2 Tor* $ 101 B89 5 107 64 -1.41 2 2p* 4 _Gh¥***
{37 {34) (106} {223}
Mean housing services 1ndex? 126.42 139.45 =1 63 104 25 111 59 ~2.17% 4 phes 3.97%%e
(36) {30) (202} {204}
Mean number of physical i1l O 80 1 94+ 2 29 2 28 0.01 ~6 I5kk =TF.63k0%
components failed {37) (36) {108} {224)
Mean number OF persons per 2,97 3,91 -1.25 4 91 5.63 =1.76t -3, 2G%kw —2,8D%*
adeguate bedroom (I {36} (108) (224)
Mean overall evaluator a 95 .72 1.44 1.44 1.39 0.65 ~3.8G%% =5 _4T7hEw
[
ratin (37 (36) {108) (224)
Mian housing deprivation 2.03 1 86 .95 2.56 2 44 1.44 ~3.9) 4 ~4 20dkk
e
measure (37 {36) {108) {224)

SAMPLE Hinamum Standards and Control households active ac two years after eprcllment whosa units failed the Minimum Standards reguirements
at enrollment, ¢xcluding those with cnrollment lncomes over the ellgibility limits and those living in theixr own homes or in subsidized housing,

DATR SCURCES Inataal and monthly Household Report Forms, Housing Fvaluation Forxrms, and Baseline and Perlodic Interviews,

NOTLL, Sample sizes are 1n parentheses,

a. The sample for this mean excludes households with extreme values for pradicted rent (used in the deraivation of the housing servaces
indaex) -

k. The evaluator rating 14 measured on a four-point scale, from 0, indicating good condltion, to 3 indicating the umat is unfart for
habitation.

¢ The measure 15 a three-polnt scale, 1 indicating a minimally adequate unit and 3 andicating a clearly inadequate unit,

t t-stacistic significant at rhe 0,10 lewval,

* t=statastic significant at the Q.05 level,

**  p-gtatistaic signiflcant at the 0,01 lawvel,

2% r.gstatistac slgnificant at the 0,001 lewvel,




Table 2-7

HOUSING DEPRIVATION MEASURE AND EVALUATOR'S
OVERALL RATING OF ENROLLMENT UNIT BY TWO~YEAR OUTCOMES

QUTCOMES
t~-STATISTIC
STAYED {upgraded vs.
HOUSING DEPRIVATION MEASURE UPGRADED AND FAILED stayed/falled}
MINIMALLY ADEQUATE
Minimum Standards households 24% 9% 2.332*
(9) (10)
Centrol househalds 36 iz 3.701%**
(13 (27}
t-statistic l.099 -0.758 -
AMBIGUOUS
Minimum Standards households 49 26 2.561%*
(18) {28}
Control households 42 32 1.184
{15) (71)
t-statistic 0,592 =1.,082 ——
CLEARLY INADEQUATE
Minimum Standards households 27 65 -3,990%*%x*
(10} (70)
—_ *k ok
Control households 22 56 3.778
(8} (126)
t-stataistic 0.476 1.476

SAMPLE: Minimum Standards and Control households active at two years
after enrcllment whose units failed the Minimum Standards reguirements at
enrollment, excluding those with enrollment incomes over the eligrbility
limits and those living in their own homes or in subsidized housing.

DATA SQURCES: Initial and monthly Household Report Forms and Housing
Evaluation Feorms.

NOTE: Sample sizes are in parentheses.

* t-statistic significant at the 0.C5 lewvel.

k** t—statistic significant at the 0.G0Ll level.
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Table 2-7 {continued)

HOUSING DEPRIVRTION MEASURE AND EVALUATOR'S
OVERALL FATING OF ENROLLMENT UNIT BY TWO-YEAR OUTCOMES

OUPCOMES
t~-STATISTIC
"STAYED {upgraded vs.
EVALUZTOR'S RATING UPSRADED AND FAILED Stayed/failed}
GOOD CONDITION
Minimum Standards households 24% 7% 2,759%*
(91 (8)
Control households 39 11 4,316%%*
{14) {25)
t-stacistic -1.343 -1.083
BASTICALLY SOUND, MINOR REPAIRS NEEDED
Mipinun Standards households 57 46 1.103
(213 (50)
Control hounseholds S0 46 0.402
(1g) {104)
testatistic ¢.582 -0.017
BARSICALLY SOUND, MAJOR REPAIRS OR
BRENQVATIONS NEEDED
Minimum Standards households i9 41 “2.397%
{7 {44}
Control households 11 35 =2,841*%
{4) (78)
t=statistic 0,932 1.045
DHSOURD, UNFIT FOR HUMAN HABITATION
Mipimum 5tandards households 0 3 ~1.470
{0) (&)
Control households 0 8 ~3,711
{0} {17}
t-statistic - -0.671

SAMPLE  Manamum Standards and Control households actaive at two years after enrcllment whose uvnits
failed the Minimum Standards requiresments at enroilment, excluding those wath enrollment incomes over the
eligibliary 2imits and those livang in their own homes or in subsidized housing.

DATA SOURCES. Inaitial and monthly Household Report Forms and Housaing Evaluation Forms.

WOTE Sample si2es are in parentheses.

* t=statistic significant at the 0,05 level.
**  pestatistic signrficant at the 0.0l level,
*** t-statastic szignifacant at the 0.00F level.
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of the Minimum Standards households and 22 percent of Contrel households

that stayed and upgraded. (These differences were significant at the 0.001
level.) Likewise, in terms of the evazluator's overall rating, over 80 per-
cent of the Minimum Standards and Control households that later upgraded
were living in units that were rated in good condition or as needing only
minor repairs, compared to roughly 55 percent of the Minimum Standards and

Contrel households that stayed and did not upgrade.

At the same time, the allowance appears teo have induced Minimum Standards
households to upgrade units that were initially of somewhat lower guality
than those upgraded by Contrel households. In comparison to Control up-
graders, Mimimum Standards houscholds upgraded units that were signifi-
cantly less expensive and offered somewhat lower levels of housing sexrv-
ices. With respect to the Minimum Standards requirements, Manimum
Standards upgraders failed significantly more components of the physaical
requirements, but showed no significant difference in terms of occupancy
(the mean number of persons per adequate bedroom 1s not signrficantly
different). This is not unreasonable, since occupancy regurrements might
in general be difficult to meet by upgrading. Indeed, as pointed out above,
both Control and Minimum Standards upgraders met the occupancy regquirement
on average before they upgraded.l Taikewise, both Budding's physical hous—
ing deprivation classification and the overall evaluator's rating suggest
that Minimum Standards households upgraded housing that was an moderately
worse condition than that upgraded by Control households, though the

differences are not significant.

2.3 THE CHANGES IN HOUSING FOR UPGRADED UNITS

The previous section suggested that upgrading may generally have involved
units that c¢ould be brought into compliance wrth Minimum Standards reguire-
ments with relatively minor repairs. Units that were later upgraded were
criginally better quality units that were already closer to meeting the
Yequirenents, At the same time, Minimum Standards households apparently

undertock to upgrade units of somewhat lowexr initial quality than Control

1
It was possible to meet the occupancy requlrement 1n scme cases
by repairs that made an inadegoate bedroom adequate. This i1s discussed
further i1n Section 2.3 below.
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households. Thus, Minimum Standards upgraders would be expected to show
somewhat largexy housing changes than Control upgraders. Direct examinzg-
tion of the changes i1n upgraded units confirms this suggestion. Changes
are described in this section 1n three ways-—-in terms of rent, the hedonic
index of housing services, and the specific repairs involved in making the
unit meet the Minimum Standards reguirements. Other repairs not directly

involved 1n meeting Minimum Standards are discussed in Chapter 4,

Tables 2-8 and 2-9 show the changes in rent and housing services for both
Minimum Standards and Control households that upgraded and those that
stayed 1n their enrollment units and did not upgrade. Households that
upgraded 1n order to meet Minimum Standards reguirements did not incur
greater rent changes than Control households or than households that
stayed in their units and continuved to fail Minaimum Standards.1 Upgrading
appears toc have had no systematic effect on the cost of the unit. Thas
suggests that upgrading generally involved relatively minor repairs that
were either carried out by the tenant or were part of normal landlord
maintenance. In any case, they were not on average extensive enough to
lead landlords to propose (or tenants to accept) larger ingreases 1n rents
than those experienced by all househclds that stayed in their enrcllment

units,

In terwe of the overall hedonic aindex of housing services, Control upgraders
show no greater 1ncrease than Control households that daid not upgrade. This
13 conslstent with the patterns cobserved in the previous sections. Changes
in the units of all Control households were part of the process of normal
malntenance and repair (as well as deterioration). Some of these repairs
were made in umits of sufficiently hagh guality (and inciuded enough of the
right repairs) to move the households from failing to passing the Minimum
Standards requirements. Other repalrs, of the same modest type, Were made
in poorer units with more deficiencies and so did not result in the unit
passing Minimum Standards, even though they involved a similar level of

housing change.

Minimum Standards households that upgraded dad show a significantly greater

increase 1n housing services than either Control upgraders or Minimum

1
This fanding i1s corroborated by the analysls of the Housing Gap
housing allowance plan (see Friedman and Weinberg, 1979, Chapter 7).
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Table 2-8
PERCENTAGE CHANGE IN RENT OVER TWO YEARS

CUTCOMES
STAYED SAMPLE
UPGRADED AND FAILFD EIZE
MEAN RENT AT ENROLLMENT
Minimum Standards households $1i8.59 $101.89 (143)
{(37) {106)
Control 146.70 107.64 (257)
(34) {223}
MEAN RENT AT TWO YEARS
Minamum Standards households 127.03 110.87 (144)
{37) (107}
Control 15¢.03 117.47 (258)
{36) {222}
MEAN PERCENTAGE CHANCE
Minimum Standards households 9.1% 10.3% (142)
(37) {105)
Control 11.3 10.5 (255)
{34) (221}
t-STATISTIC FOR MEAN PERCENTAGE
CHANGE
Minimum Standards households ~0.47 0.13
versus Control households
Upgraded versus stayed and farled 0.32
Minimum Standards househelds
Upgraded versus stayed and failed -0.20

Contreol households

SAMPLE: Minaimum Standards and Control households actaive at two
years after enrollment whose units failed the Minimum Standards require-
ments at enrollment, excluding theose with enrollment incomes over the
eligibility limits and those living in their own homes or 1n subsidized
housing.

DATA SOURCES: In:itial and monthly Household Report Forms and
Housing Evaluation Forms.

NOTE: Sample sizes are in parentheses,
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Table 2~9

PERCENTAGE CHANGE IN HOUSING SERVICES
OVER TWO YEARS

OUTCOMES
“ STAYED SAMPLE
UPGRADED aAND PAILEDR SIZE
MEAN HOUSING SERVICES AT ENROLLMENT
Minzmum Standards households 127.32 104.60 (134}
(34) (100)
Control households 139.45 111.62 (232)
{30) {202)
MEAN HOUSING SERVICES AT TWO YEARS
Minimum Standards households 135.74 107.28 (134}
(34) {100)
Control households 142,48 114.67 {232)
(30} {202}
MEAN [AND MEDIAN] PERCENTAGE CHANGE
Minimum Standards households 6.9% [6.6] 3.9%[2.41 (134)
(34} (100)
Control households 2.6 [0.1] 3.4 (2.31 (232)
(30) {202)
t=STATISTIC FCR MEAN PERCENTAGE
CHANGE
Minimum Standards households
versus Control households 2.39% 0.30
Upgraded versus stayed and failed
Minimum Standards housceholds 1.69%
Upgraded versus stayed and failed
Control households 0.51

SAMPLE:

Minimum Standards and Control households active at two

years after enrollment whose units failed the Minimum Standards redqulire-
ments at enrollment, excluding those with enrollment incomes over the
eligibility limats, those living in their own homes or in subsidized
housaing, and those with extreme values or missing values for the hedonac

residual.
DATA SOURCES:

NOTE:

t t~statistic significant at the 0.10 level.
* t=statistic significant at the 0.05 level.
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Standards households that did not upgrade., The difference 1s modest——only

3 or 4 percentage peants--but gtill signlflcant.1 This again confirms the
rmpression that Minimum Standards upgraders undertook modestly larger
repalrs than Control upgraders.2 The fact that this increase 1n housing
services was not accompanited by any additional increase in rent may indi-
cate that the repairrs invelved were undertaken by the households themselves
rather than their landlords. Some evidence of this is reflected in house-
hold reports of repairs by themselves and thear landlords, collected as
part of three pericdic interviews conducted 6, 12, and 24 months after

enrcllment. These data are described further ain Chapter 4.

Table 2-10 shows the mean number of repairrs which households reported as
having been made by their landlords and by the hocuseholds themselves, as
well as the household's estimated spending for repairs for the two years
after enrollment. As can be seen from the table, the mean number of
reported landlord repalrs is approximately the same for households that
upgraded and households that stayed in their enrcllment unit without up-
grading. Control households that upgraded, however, reported significantly
fewer repalrs by the household and significantly lower household spending
on repairs than Control households that stayed in their enrollment units
without upgrading. This may reflect the fact that upgraded units were
generally in better condition than units that were not upgraded, as dis-

cussed 1n Section 2.2 above.

lAgaln, a more elaborate analysis of the change in housing sexvices
controlling for income and demographic characteristics confirms this find-
ing {Friedman and Weinberg, 1979, Appendix X).

2It should be noted that wvariables representing a few of the Mina-
mum Standards components are included in the hedonic housing services rndex.
Thus, even 1f no other attributes of housing changed, the index might an-
crease for upgraders. This aspect of the construction of the index should
not bias estimates of Experaimental and Control differences, however, since
there 15 no evidence that Minimum Standards and Control households anmatially
fai1led different Minimum Standards components. However, Control houssholds
anitially failed somewhat fewer Manimum Standards components. A casSe-by-
case examination of all upgraders indicates that many housing attributes
change; so there 1s no way to determine whether the results are due to
Minimum Standards components alone. Table 2-9 is based con the linear
hedonic eguation. The semilog eguation, which contains a slightly differ-
ent set of wvariables, shows the same pattern. The semileg results are
given in Appendix IV, Tables IV-9 and IV-10.
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Table 2=10
MEAN NUMBER OF REPORTED IMPROVEMENTS

OUTCOMES
t~-STATISTIC
TAYED {(upgraded vs.
UBEGRADED AND FAILED stayed/failed)
MEAN NUMBER OF IMPROVEMENTS MADE
BY LANDIORD
Minimum Standards households 2.68 2.28 0.88
(37) (108)
Control households 2.75 2.33 0.90
{36) (224)
t=statistic -0.13 -D.20 -
MEAN NUMBER OF IMPROVEMENTS MADE
BY HOUSEHCLD
Minimun Standards households 3.57 3.44 0.15
(37 {108)
Conttrol households 1.86 3.41 3.39%*%
{36) {224)
t-statistic 2.03% 0.05 -
MEAN HOUSEHQLD COST OF REPAIERS
Minimum Standards households $132.38 $83.34 1.26
{34) (107
Contrel households 41 .89 24,78 3.00%%*
{36) (224
t-statistic 2. 36% ~0.61 -

SAMPLE: Minimum Standards and Control housesheolds active at two years
after enrollment whose units failed the Minimum Standards requirements at
enrollment, excluding those with enrollment incomes over the eligibility
limits and those living in their own homes or in subsidized housing.

DATA SCURCES: Imatial and monthly Eousehold Report Forms, Housing

Evaluation Forms, and Periodic Interviews.
NCTE: Sample sizes in parentheses.
* Significant at the 0.05 level.
** Significant at the 0,01 level,
*#** Significant at the 0.001 level.
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Minimum Standards households that upgraded, on the other hand, reported a

significantly larger number of repairs made by the household and a signi-
ficantly higher level of household spending than Contrel upgraders, and
even above reported levels for households that stayed in their enrollment
w1t without upgrading {though these differences are not significant).
Thus 1t appears that the additional upgrading induced by the allowance
offer may have largely been the result of additional efforts by the house-
hold rather than the landlord.l

A comparison of the types of Minimum Standards components initially failed
by upgraders and by other households provides further evidence supporting
the finding that upgrading generally anvolved only modest repaxrrs to the
wiirt. Table 2-1l contains a breakdown of specific Minimum Standards com-—
ponents failed. The first two columns show the number and percentages of
Minimum Standards and Control households failling each item at enrollment.
The next two columns show the percentages of households failing the rtem
that was upgraded. For example, 25 percent of all Minimum Standards house-
holds that falled requirements at enrollment were laving ain uvnits that
farled the plumbing requirement, However, only 4 percent of the households
anitially failing plumbing were upgraders. Since the overall rate of up-
grading for Minimum Standards households 1s 13 percent, the data suggest
that repairing a plumbing deficiency was a relatively less likely form of

2
upgrading.

The sample sizes involved in Table 2-11 are too small to permit very firm
conclusions. The distribution of 37 upgraders across 15 component failures
1s diffrcult te interpret clearly. Nevertheless, some general impressions
¢an be drawn. First, it should be noted that the rate of upgrading for
households failing each category 1s generally at or below the overall
average. This reflects the Ffact that many househclds fairled moxe than one
item and that, in general, households were more likely to upgrade 1f they

failed fewer reguirements. Second, units failing requirements presumably

1Slnce these data are based on household reports, there i1s no infor-
mation on landlord spending for maintenance and repalr.

2 . R
Companion tables to Table 2-1l are contained in Appendix IV, Tables
Iv~-12 to IV-14. The tables present similar data for households that moved
and for those that stayed and failed,
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Table 2-11
MINIMUM STANDARDS COMPONENTS FAILED

PERCENTAGE OF HOUSEHOLDS
FAILING MINIMUM STANDARDS
AT ENROLLMENT THAT FAILED

PERCENTAGE OF HOUSE-
HOLDS FAILING EACH
COMPONENT THAT

EACH COMPONENT UPGRADED
Minaimum Minimum
COMPONENT Standards Contxol Standards Control
MINIMUM STANDARDS PHYSICAL
COMPONENTS
Adequate exits 5% 5% 14s -
Ceiling height 12 13 - 5
Core rooms 4 - -
Electricity 9 8 8 -
Floor structure - -
Floor surface 15 14 4 -
Heating equipment 17 15 2 -
Katchen facilities 6 5 - 4
Light fixtures <2 7 - -
Light and wventilation 76 74 13 6
Plumbing 25 21 4 -
Room structure 5 8 - -
Room surface 21 21 5 3
Roof structure 3 4 - 6
Exterior walls 4 () - -
MINIMUM STANDARDS OCCUPANCY
COMPOMENT
Occupancy o6 72 7 5
Farl occupancy cnly 9 14 15 17
SAMPLE SIZE (289) (459) (37) (36)
PERCENTAGE OF SAMPLE 100% 100% 13% 8%

SAMPLE: Minimum Standards and Control households active at two years

after enrollment whose units farled the Minimum Standards requirements at
enrcllment, excluding those with enrollment incomes over the elagibality limwts
and those livang in their own homes or in subsidazed housing.

DATA SCURCES: Initial and monthly Household Report Forms and Houslng

Evaluation Forms,
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involving the structural condition of the wait--floor structure, room
structure, roof structure, and exterior walls~-were almost never upgraded.l
Third, the highest rates of upgrading were observed for households that
failed the requirements for adequate exrts, electricity, laight and ventila-
tion, and occupancy. The actual number of households involved is, however,

trivial except for those failing light and ventilation and occupancy.

These repairs are not cbvicusly minor. Unfortunately, the available data
do not always indicate the exact nature of the repair anvolved. Attempts
tc determine the exact nature of the xeparrs, however, at least indicate

that they could often have been relatively modest.

The two components most frequently repaired by upgraders were the occupancy
requrrements and the light and ventilation requirements. As described in
Table 2-1, the occupancy standard set a maximum of two persons per adeguate
bedroom, and reguired that an adequate bedroom be a private room in good
condition (specirfically, a room that could be completely closed off from
other rooms and that met housing standards for adequate ceiling heaight,
light and ventilation, electrical services, room surface and structure,

and floor surface and structure). Households failing the occupancy stand-
ard had to convert rooms into bedrooms, upgrade existing bedrooms to make
them adequate, or decrease the number of residents in the unit. Almost )
a2ll households that upgraded thas reguirement did so by upgrading bedrooms
to make them adequate. This could have invelved installing a door or even
hanging a curtain across a dooxrway to make the room praivate from cther

rooms, as well as making more substantial repairs.

The light and ventilation standard required that thexe be a 10 percent
ratio of window area to floor area, and at least one openable window2 in
the living room, bathroom, and kitchen., Xitcheng or bathrooms waith
mechanlcal vents could have unopenable windows, Half of the households
upgrading this component remedied the adequacy of the ratio of wandow area
to floor area, sometimes simply by unblocking a window. The other two

types of repairs involved repairing a window sc that 1t was openable

1
Many of the households failing these reguirements moved in order
to meet; see Append:x IV, Tables IV-12 to Iv-14,

ZAn openable window was defined as a window that could be opened
and that would remain open without having toc be propped.
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{often by fixaing sash cords or chains) or by installing or fixing vents in

the kitchen and bathroom.

While these detalls are hardly conclusive with respect to the actual repairs
involved, they are at least consistent waith the 1mpression, based on changes

in rent and the overall hedonic index, that the changes were modest.

2.4 LOGIT ESTIMATES OF THE PROBABILITY OF UPGRADING TO MEET MINTMUM
STANDARDS

The previcus sections of this chapter have discussed the experimental effect
on the rate of upgrading and examined the initial quality of the units uop-
grazded and the types of repairs most freguently made by upgraders. Many
factors influence the decision to move from or stay in a unit and the
ability to upgrade a unit with a particular set of deficiencies. Since
Control households may differ from Experimental households—-for example,

in thelr demographic characteristices or enrollment unit gquality—--it may be
important to control for these factors to differentiate experimental incen-—
tives from the normal probability of upgrading Minimum Standards housing
attributes. This section presents loglit estimates of the probability of
upgrading coﬁtrolllng for three major types of independent varisbles:
initial vnit quality and "distance® from meeting Mainimum Standards, demo-
graphic variables related to the decision to move, and expressed satisfac-

tion and other variables presumed to indicate attachment to the umit,

Comparison of the initial housing condrtion of households that did and di1d
not upgrade in Section 2.2 1ndicated that upgraders started off with signi-
ficantly better housing than households that did not upgrade. Thus, the
inatial quality of a unit appears to affect the likelihood of upgrading.

In addition, Control upgraders had scmewhat higher initial housing quality
than Minimum Standards upgraders, and this difference should be taken inte
account. Two variables are used in the equation to describe the unit
~-guality per room,1 where quality 1s measured by the hedonic index, and
the number of Minimum Standarxrds components failed, As discussed above,

the latter i1s only a crude proxy for "distance” from meeting Minimum

1

Cuality per room is simply the hedonic index (housing services)
divided by the total number of rooms. This variable was included because
a measure of unit gquality independent ©f unit size was desired.
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Standards, since 1t does ncot adequately control for the types of repairs -

implied by the deficaency.

The independent variables also include expressed househcld satisfactaon
waith the unat and the nelghborhoodl and expressed preferences for moving
or staying. More satisfied households might be expected to lave in better
units and hence be more lakely to upgrade. In addition, however, house-
holds would be expected to choose upgrading more often to the extent that
they are committed to staying in their current unit. Thias 1s strongly
suggested by the data describing household preferences for moving or stay-~

ing 1n the enrollment unit and satisfaction with the enrcllment umit.

The Baseline Interview, which was administered to households prior to
enrcllment and before they had knowledge of the experiment, provides data
for examining initial preferences. Households were asked what they would
do 1f they had $50 or more to spend on rent. A4S shown in Table 2-12, both
Control and Minamum Standards househelds that later upgraded showed 2
fairly strong preference for staying in their unit as opposed to moving.
Lakewise, households that in fact moved during the experiment showed a
strong preference for moving. Households that stayed in their enrollment
unit and did not upgrade were more evenly divided between moving and

staying.

The attachment of eventual upgraders to their enrollment dwellaing unit is
also evident in their reported satisfaction with the unit. As part of the
Baseline Interview, households were asked how satisfied they were with their
current dwelling unit. As shown in Table 2~13, there 1is a strong relation-—
ship between satisfaction with the current dwelling unit and whether a

household later chose to stay and upgrade.

Finally, the independent variakles also include a group of life-cycle
descraptors and other household characteristics whaich may be associated
with mobility or with unit guality. Many of the variables are drawn from
the analysis of mobality prroxr to and during the experiment {see MacMillan,

1978). The number of moves in the three years prior to the Demand Experiment

lThe Baseline Interview included separate guestions for satisfaction
with the unit and with the neighborhood. Both wariables are four-point
scales and the ratings for dwelling unit and neaighborhood were simply added
to form an 1ndex of owverall satisfaction for the logrt estimates,
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Table 2-12

HOUSEHOLD PREFERENCES FOR MOVING OR
STAYING BY TWO-YEAR QUTCOME

STAYED MOVED MOVED
EXPRESSED PREFERENCE UPGRADED AND FAILED AND PASSED AND FAILED

MINIMUM STANDARDS HOUSEHOLDS

{Chi~squared = 21.74%%)
Move 35% 45% T77% 59%
Stay 1in unlta 62 50 21 40
Otherb 3 ) 2 2
(Sample size) (37) (101) (56) (68)

CONTROL: HOUSEHOLDS

(Chi~squared = 37.00%*%
Move 34% 53% 59% ) 75%
Stay in mit® 56 46 33 24
other” 9 2 8 1
{Sample s1ze) (32) {208) (49) (140)

SAMPLE: Minimum Standards and Control households active at two years
after enroliment whose units failed the Minimum Standards requirements at
enrcliment and that did not move between the Baseline Interview and enreoll-
ment, excluding those with enrollment incomes over the eligibility limits and
those living i1n their own homes or in subsidized housing.

DATA SOURCES: Initial and monthly Household Report Forms, Housing
Evaluation Forms, and Baseline Intervievws.

NOTE: Percentages do not add to 100 due to rounding.

a, Aggregated responses to: stay and improve, stay and buy, stay but
no improvements necessary, stay and do not know whether or not improvements
are necessary.

b. Aggregated responses to: would use the meney for something else,
other.

*#%  Signafaicant at the .01 level.

*%* caignifaicant at the 0.001 level.
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Table 2-13

HOUSEHROLD SATISFACTION WITH DWELLING UNIT BY
TWO-YEAR QUTCOME i

STAYED MOVED MOVED
EXPRESSED SATISFACTION UPGRALGED AND FAILED AND PASSED AND FAILED

MINIMOM STANDARDS HOUSEHOLDS
(Chi-squared = 35,.89%%%)

Very satisfied 70% 45% 30% 19%
Scmewhat satisfied 14 31 37 35
Somewhat dissatisfied 11 15 16 i9
Very dissatisfied 5 9 18 26
(Sample size) (37 {105) {(57) (68)

CONTROL HOUSEHOLDS
{Chi-squared = 24,64%*)

Very satisfied 69% 35% 31% 29%
Somewhat satisfied 12 35 37 31
Somewhat dissatisfied S 16 22 18
Very dissatisfied 3 15 10 22
(Sample s1ze) (32) {(211) (49 (142)

SAMPLE: Minimum Standards and Control households active at two years
after enrollment whose units failed the Minimum Standards requirements at
enrollment and that did not move between the Baseline Interview and enroll-
ment, excluding those with enrollment incomes over the eligibility limits and
those living in their own homes or in subsidized housing.

DATA SOURCES: Initial and monthly Heusehold Report Forms, Housing
BEvaluation Forms, and Baseline Interviews,

NOTE: Percentages do not add to 100 due to rounding.

**  Significant at the 0.01 level.

*** gSygnificant at the 0.G01 level.
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15 used as a measure of mobality. Households that move less freguently

are expected to be more lakely o stay and upgrade. The elderly, who have
substantially lower mobility than other households, are also expected to

be more likely to upgrade. Households with higher income may be more
likely to upgrade because of the association of higher income and better
guality uvnits, Minority households, on the other hand, fail more Minimum
Standards components than nonminority households and thus may find it more
difficult to upgrade. Finally, households with a greater number of persons
per room, because they may be more likely to fail the occupancy requirement,

are also expected to be less likely to upgrade.

Table 2-14 presents estimates of the probability of upgrading foxr the com-
bined 51tes.1 The sample used for estimation is substantially the same as
the sample used throughout this analysis, that i1s, households not meeting
Minimum Standards requirements at enrollment.2 The results indicate a
rather substantial experimental effect: the estimated Experimental rate
of upgrading exceeds the Contrecl rate by 10 percentage points in the com—
bined eguation, or about twice the difference indicated by the tabular

comparison presented in Table 2-2.

Other expectations are borne out as well. Higher guality units and less
crowded units are more likely to be upgraded. Households that have moved
less often in the past and househeolds that are more satisfied with their
w1t and neighborhood are more likely to upgrade. Demographic variables
and incohe appear to have no independent effect on upgrading when the in-
fluence of inaitaial hou51ngrquallty, distance from meeting Minimum Standards,

and attachment to the unit are taken into considerztion.

lSeparate estimates for Pittsburgh and Phoenix are presented in
Appendix IV, Tables IV-19 and 20. A likelihcod ratio test of site homo-
geneity rejected the hypothesis that the two sites could be pooled. The
dirfference in twice the log likelihood for the pooled and unpooled esti-
mates was 36.94 which was not significant at the 0,01 level. The pattern
of results for the separate estimates are not, however, materially differ—
ent from the pooled estimates shown herxe.

2
Since income level 15 controlled for in the eguation, the over-

1ncome enrollment cutcff was not used.
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Table 2-14

LOGIT ESTIMATE OF THE PROBABILITY OF UPGRADING TO
MEET MINIMUM STANDARDS

ASYMPTOTIC PARTIAL

INDEPENDENT VARIABLES COEFFICIENT +-STATISTIC DERIVATIVE
Age of head of household (decades) -0.087 0.92 0.008
Black head of household 0.009 0.02 C.008
Spanish American head of household =0.467 ~0.74 —0.042
Annual net income (thousands) 0.036 . 0.53 0.003
Female head of household -0.238 —0.94 -0.022
Education of head of household 0.015 0.33 0.001
Number of moves in previous ~0,275% —2.33% -0.025
three years

Unit and neighborhoed satisfaction 0.175% 1.75% 0.016
Persons per room ~1.567*% —3.51** -0.143
Distance from meeting requirements -0.881*%* —4_,95%% -0.080
(number of physical components

failed)

Quality per raom 0.069%* 2.93%* 0.006
Experimental household (Housing Gap 1.741 %% 4.84%% 0.104
Minimum Standards}

CONSTANT -3.,510** —-2.69%* NA
Likeliheod ratio (signirficance) 109.003**

Mean of dependent variable 0.101
Coefficient of determination 0.244

Sample size (680)

SaMPLE: Minimum Standards and Control households active at two
years after enrolliment whose units failed the Minimum Standards reguire-
ments at enrollment, .excluding those living in their own homes or in
subsidized housing.

DATA SOURCES: Initial and monthly Household Report Forms, Housing
Evaluation Forms, and Baseline Interviews.

T  t-statistic significant at the 0,10 level.

*  testatistic significant at the 0.05 level.

**  t-statistic significant at the 0.01 lewvel.
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2,5 CONCLUSIONS

Upgrading tc meet the Minimum Standards requirements appears to be part of
an ongoing process of repalr and maintenance. Thus, about 8 percent of the
Control househclds in Pattsburgh and Phoenix upgraded their enrollment units
to meet Minimum Standards. A significantly higher proportion, 13 percent,
of the Minimum Standards households upgraded, however, and all the avallable

evidence suggests that the experiment had a clear effect on upgrading.

Almost all additaional upgrading by Minimum Standards households occurred in
the first year of the experaiment; the rate of upgrading for Minimum Stand-
ards households was signifrcantly greater than the Control rate during the

first year but almost i1dentical during the second year.

The ainitial housing guality of upgraders was saignificantly better than that
of households that stayed and did not meet requirements. This was true for
both Control and Minimum Standards households. ©On average, upgraders lived
in higher-praced units that had a higher initial level of housing services,
failed fewer Minimum Standards components, were less crowded, and had a
better overall rating based on either physical depraivation or the housing

evaluator's overall rating of the unit.

In addition, 1t appears that Control households that upgraded had better
housing at enrollment than Minimum Standards upgraders. Thus, while upgrad-
ing involved modest changes £for both groups, Minimum Standards upgrading did
require extra effort. This is confirmed by assessing the two-vear change ain
the housing services index; the increase was larger for Minimum Standards
than for Control upgraders. No above-normal increase in rent occurred,
however, which supports the impression that the reguired repalrs were rela-

tively minor.

Logit estimates of the probabality of upgrading confirm the findings concern-
ing experimental effect, the impact of initial unit quality on upgrading,

and the importance of attachment to the unit in predictaing upgrading. Thus,
the estimated Experimental rate of upgrading exceeds the Control rate by a
rather substantial amount--10 percentade points. Higher gquality units, less
crowded units, and units that failed fewer reguairements were more likely to
be upgraded. Finally, households that moved less or were more satisfied with

thelr unit and neighborhcod were also more likely to upgrade.
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CHAPTER 3
MEETING MINIMUM RENT REQUIREMENTS IN PLACE

Rather than being reguired to live in housing that meets the Minimum Stand-
ards requirements, households assigned to the Minimum Rent allowance plans
were required to spend at least a specified minimum amount on housing in
order to receive payments. Thus, the Minimum Rent plans allowed the house-
hold to obtain whatever housing the market provided above the Minimum Rent
level. The regquired Minimum Rent levels were based on the estimated cost

of modest, existing, standard housing (C*), which varied by household size
and s:.te.l Because housing evaluations are not required, a Minimum Rent
requirement is admmnaistratively simpler and less costly than Minimum Stand-
ards. At the same taime, 1t 1s less cleaxly tied to specific housing quality
criteria. The hypothesis was that paying rent close to C* would, on average,
assure modest, adequate housing, while allowing individual households consid-
erable freedom of choice. As discussed below, however, many factors can con—

tribute to increased rent with no corresponding increase 1n quality.

Two Minimum Rent levels were used in the Demand Experiment. Households
assigned to the Minimum Rent Low allowance plan were required to live in
units whose rents were at least 70 percent of C¥*¥; households assigned to the
Minimum Rent High allowance plan were requlred to live in units whose rents
were at least 90 percent of C*.2 The estimated cost of modest, exasting,
standard housing (C*) and the resulting Minimum Rent levels are shown in

Table 3-1.

About &2 percent of the Minimum Rent Low households in Pittsburgh already
maet the Minimum Rent requirement when they enrolled (see Figure 3=1). Aas
would be expected, a much smaller proportion {30 percent) of enrolled house-—
holds met Minimum Rent High. The pattern i1s the same in Phoenix, though the

proportions that met i1natrally are smaller for both reguirements--48 percent

1

Refer to Bppendix I for a descraption of the treatments in the
Demand Experiment. C* 1s also a parameter in the Housing Gap subsidy
formula.

2

Rent 1s defined here as the monthly cost of an unfurnished dwell-
ing unit, including basic utilities (electricity, heat, gas, water, and
garbage collection). See Appendix IT for further detail.
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Takle 3-1

MINIMUM REWT LEVELS AND THE ESTIMATED COST OF
MODEST STANDARD HOUSING

ORIGINAL VALUES REVISED VALUES®
Household Size Household Size
LEVELS 1 2 3,4 5,6 7+ 1 2 3,4 5,6 7+
PITTSBURGH
Minimum Rent Low (0, 7C*) 574 584 $98 5112 $133 $81 $91 5105 $119 $144
Minimum Rent Haigh (0.9C*) a5 108 126 144 171 104 117 135 153 185
Estimated cost of modest
standard housing (C*) 105 120 140 150 150 115 130 150 170 205
i
NN 1
PHOENIX
Minaimum Rent Low (0,7C*) $88 35109 3126 §154 5186 $95 $116 $L133 $165 $196
Minimum Rent High (0.9C¥%) 113 140 162 isg 239 122 149 171 212 252
BEstimated cost of modest
standard housing (C¥*) 125 1558 180 220 265 135 165 190 235 280

a, In February 1975 the Minimum Rent levels were increased to reflect increases due to inflation.
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Mininum Rent Low Households

Figure 3-1

WINIMUM RENT REQUIREMENT STATUS AT ENROLLMENT AND AT TWO YEARS
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01d not meet requlrements
at enrollment

.

Met re-
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Met requirements at enrollment

62%
{n=197}

Dvd not meet requirements
at enrolliment

38%
{n=122)

Met requirements at enroliment

a4y
{n=121)

B1d not meet reguirements
at enrcliment

56%
(n=155)

:

:

Met re- Did nat meet

quirements | requirements

at Two Yrs } at Two Years
40% 60%
(n=49) (n=73)

i

Met re- Did nat meet
quirements | requirements
at Two Yrs § at Two Years
19% 81%
{n=30) (=125}
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PITTSBURGH

Minmum Rent High Households

Figure 2-1 (continued)

MINIMUM RENT HIGH

Met requirements at enrollment

30%
{n=35)

D1d not meet requirements
at enreliment

70%
{n=82)

Control Households

: *

Met re- Dyvd not meat

quirements | requirements

at Two Yrs | at Two Years
32% 88%
(n=26) {n=56)

Met requirements at enroliment

ne
{n=98}

Did not meet requirements
at enrolliment

69%
{n=221)

: *

Met re- Did not meet
quirements | requirements
at Two Yrs | at Two Years
224 78%
(n=49} (r=172)

PHOENTX

Minimum Rent High Households

Met requirements at enrcllinent

20%

(n=21)

Did not meet requirements
at enrollment

Control Households

80%
(n=84)
Het re- Did not meet
quirements | requirements
at Two Yrs | at Two Vears
39% 61%
{n=33) {n=51)

Met requirements at earallment

bhd not meet requirements
at enroliment

24% 76%
(n=65) (a=210)
Met re~ D1d not meet
quirements | requirements
at Two Yrs | at Two Years
15% 5%
(n=32) (n=178)

SAMPLE. Minimum Rent and Control households active at two years after enrollment, excluding those with enroliment incomes over the
eliygabihity iimits and those Tyving 1n their own homes or 1n subsidized housing.

DATA S0URCES. Imtral and monthly Household Report forms



for Minimum Rent Iow and 20 percent for Minimum Rent High. The figures for
Control households are similar to those for Experimental households in both

s1tes.

Experimental houscholds residing in units that met their Minimum Rent require-
ment were lmmediately eligible for full housing allowance payments, House-
holds resazding in units with rents below their Minimum Rent requirement could
meet their Minimum Rent reguirement by moving to units with rents above the
Minimum Rent. level or by negotiating with their landlords to raise the rent

in their current uwnits--presumably in exchange for additional housing serv-
ices, repalrs, or improvemehts. In addition, normal inflation may have

1
raised rents sufficirently to meet the requirement.

This chapter is primarily concerned with househclds that did not meet the
Minimum Rent requirement when they enrolled, but later met without moving.
There are two major issues. The first 1ssue 1s whether the allowance offer
induced some additional households to neet the Minimum Rent requirement 1n
place. In-place meeting could smmply result from normal periodic rent
inereases due to inflation or improvements to the uwnait. In this case,
Minimum Rent households would be expected to meet in place at about the
same rate as Control households. Alternatively, in—-place meeting could
also reflect either drrect negotiation with the landloxrd Or tenant willaing-

ness to accept larger rent increases than they normally would.

Section 3.1 compares the rates at which Centrol and Minimum Rent households
met Minimum Rent regqulrements in place. Section 3.2 relates meeting in
place to various measures of initizl housing condition. TFinally, Section
3.3 presents estimates of the experimental effect on 1n-place meeting based
on a legit analysis taking account of the household’s inaitial housing and

various demographic characteristics.

The second issue addressed in thais chapter 1s whether the rent increases
involved in in-place meeting were accompanied by any real changes in housing.
This 1s particularly important :f the allowance induced some households to
meet requirements in place {and thus, apparently, to pay higher rents than
they would otherwise). Section 3.4 examines changes in the housing and rents
of both Experimental and Control households that did and did not meet reguirre-

nments in place.

1
C* was adjusted in 1975 to reflect the estaimated rate of rent
inflation in both sites.
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As was the case with Minimum Standards, households are defined as meeting
Minimum Rent 1n place 1f they failed to meet the requirement at enrolliment,
did not move during the two vears of the experiment, but met the Minimum
Rent requirement based on data collected at 6, 12, and 24 months after
enrcllment. This 15 done to permit comparison with Control households,

though 1t daffers somewhat from actual program operatlon.l

3.1 MEETING MINIMUM RENT IN PLACE

Relatively few households met Minimum Rent requlirements in place, as 1s
evident from Table 3-2. For Minimum Rent Low households, a total of 1lé
percent stayed ain their enrollment units and met the requirements, while
for Minimum Rent High housecholds, only 6 percent did so., An experimental
effect on meeting i1n place, as evidenced by substantial or sagnificant
differences between the rates of Control and Experimental househclds, is
apparent only for Minimum Rent Low and then only in Pittsburgh. Among
households not meeting Minamum Rent Low requirements at enrollment in
Pittsburgh, 28 percent of the Minimum Rent Low housecholds later met
regquirements in their enrollment units while only 14 percent of Control

households dad so.

1All households enrolled in the experiment reported their rent

each month and submitted rent receipts. Thus, Minimum Rent households met
reguirements whenever their monthly rent went above the minimum level. As
with Minimum Standards, once having met requirements, households were con-
sidered to continue to meet thereafter as long as they stayed in the same
unit. Thais was done praimarily to avord undue hardship. Thus, for example,
Minimum Rent levels were adjusted after one year to reflect anflation in
the two sites. It did not seem appropriate, however, to suddenly stop
payments to households that had already met the requirements simply
because their units' rents had not risen as much as the average. A4An on-
going program would, however, hawve to deal wath this problem.

although monthly information was collected for all households, the central
analytic data base used in the Demand Experiment analysis considers only
rents at four cross—sectional points—-enrollment, and 6, 12, and 24 months
after enrollment. This 1s done to allow monthly data to be matched with
other information from interviews and housing evaluaticons conducted at
these intervals. As a result, in-place meeting has been defined for this
analysis in terms of meeting requirements at these four analyitic cross sec-
tions. In fact, among households that d1d not moeve during the twe years of
the experiment, the results based on the analytic cross section are almost
1dentical to those cbtained by considering wonthly data (see Appendix II).

As with Mimamum Standards upgrading, an alternative definition of meeting in
place can be defined in terms of how housecholds first met Minimum Rent require-
ments, regardless of whether they subseguently moved. Tabulations for this
definition--applied to all enrolled households——are presented in Appendix III.
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MINIMUM RENT LOW

Tablie 3-2

MINIMUM RRNT REQUIREMENTS AND MOBILITY STATUS AT
THO YEARS FOR ROUSEHOLDS NOT MEETING MINIMOM RENT AT ENROLLMENT

COMBINED SITES PITTSBURGH PHOENIX
MINIMUM HMINIMUM MINIMUM
RENT LOW CONTROL RENT LOW CONTROL, RENT LOW CONTROL
OUTCOMES HOUSEHOLDS HOUSEHOLDS t-STATISTIC  HOUSEHOLDS HOUSEHOLDS £~STATISTIC — HOUSEHOLDS HOUSEHOLDS  e~STATISTIC
Stayed and passed 163 as 2.25¢% 28% 14% 2,13% 65 3% 0,82
Stayed and failed 31 so A, 240F% 36 51 =-1,75% 26 Lo -2 QL
Moved and passed 43 21 4.21%%* 32 26 0.78 54 17 g, dLak*
Moved and farled 9 21 2.B5%% q ¢ ~1.10 14 31 -1,89%
SAMBLE SIZE 27 (277} 47 {122) {50]) {155)
MINIMOM RENT RIGH
COMBINED SITES PIPTSBURGH PHOENIX
MINIMOM MTHYTMUM MINIMUM
RENT HIGH  CONTRDL RENT BEIGH CONTROL RENT HIGH  CONTROL
OUTCOMES HOUSEHOLDS HOUSEBOLDS E~STATISTIC  HOUSEROLDS HOUSEHOLDS t=STATISTIC — HOUSEHOLDS HOUSEHOLDS t~STATISTIC
Stayed and passed 6% 6% - 11 9% 7,53 1% 3 -1.01
Stayed and failed 44 52 -1.75% 55 59 0,63 13 45 -1.,89¢%
Moved and passed 0 13 A, Q7nx 21 14 2,64%* 3a 12 5.00%%»
Moved and failed 20 29 -2,23% 13 19 =-1,22 27 40 -2.08%
SAMPLE SIZE (166) (431} (82} (221) (B4) {210)

SAMPLE:

excluding those with enrollment incomes over the eligibalaty lrmits and those living in thear own homes or in suwsidized housind.

DATA SOURCE:

t+  t=statistic sagnificant
* t=statistic signlficant
**  tegtatistic significant
*%% postatistic saignificant

Initial and monthly Household Report Forms.

at the 0,10 level,
at the 0,05 level,
at the 0,01 level,
at the 0.001 level.

Minimum Rent and Control households active at two years after envollment that failed the Minimum Rent requirements at enrollment,




Evidence of an experimental effect in Pittsburgh on the rate of meeting

Minimum Rent Low in place 1s corroborated when the rates are examined
separately for the first and second years after enrcllment (see Table 3-3).
The experimental effect observed for Minimum Rent Low households in Pitts-—
burgh only ocecurred during the first year after enrcllwent. This is
1dentical to the pattern observed for Minimum Standards households in
Chapter 2. Duraing the first year, 32 percent of Pittsburgh Minaimum Rent
Low households not meeting requirements at enrollment met Minimum Rent Low
in place, while only 11 percent of the Control households did so.l During
the second year, almost no households met in place. The Minimum Rent Haigh
group 1in Pittsburgh showed a similar pattern., A significant difference 1s
evident in the first year after enrolliment: 13 percent of the Pittsburgh
Minimum Rent High households met requirements, compared to 6 percent of
the Control households. During the second year, however, only one Minimum
Rent High houscehold met in place, and when the two years are combined the
difference in rates i1s not significant. MNo effect is apparent in Phoenix

for either Minimum Rent Low or High i1n either year, as shown in Table 3-4.

Table 3-5 indicates the ways in which Minimum Rent households met reguire-
ments during the experiment—-by meeting at enrcllment or by meeting after
enrollment either in place or by moving. In-place meeting 1s much less
important for Minimum Rent than for Minimum Standards houscholds. For
both Minimum Rent Low and Minimum Rent High, only 9 percent of the total

population that eventually met the Minimum Rent requirement met in place.

This was particularly evident in Phoenix, where a total of four experimen-—
tal households met either Minlmum Rent reqmrement in place. Meeting in
place was more impcrtant in Pittsburgh, and in some ways comparable to the
experience for Minimum Standards households. Forty-six percent of the
Minimum Rent Low households that met after enrollment and 35 percent of
the Minamum Rent High households that met after enrollment, met in place
{as compared to 45 percent for Minimum Standards). Owverall, 12 percent

of all Minimum Rent Low and 15 percent of all Manamum Rent High recipients

in Pittsburgh met in place, as compared wath 24 percent of Minimum

’

1

The rate of in-place meeting 1s higher in the first year than for
the two years combined because some households that met in place later
moved.
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Table 3-3

EXPERIMENTAL EFFECTS FOR IN-PLACE MEETING

DURING THE FIRST AND SECOND YEARS AFTER ENROLIMENT  BITTSBURGH
(HINIMUM REHT LOW)
FIRST YEAR SPCOND YEAR

MINIMUL MINIMDM |

RENT LOW CONTROL RENT LOW CONTROL
QUTCOMES HQUSEHOLDS HOUSEROLDS £~STATISTIC HOUSEHOLDS HOUSFIOLDS t~STATISTIC ‘

|
Stayed and passed 32 11% 3. JLga A 4% 6% ~0,407 |
Stayed and farled 43 56 ~2.827%% 79 77 0.27 '
¥oved and passed 17 16 0.222 17 12 0.656 ‘
Moved and failed 8 7 0.240 - 5 ~1.,152
SAMPFLE SIZE {47 {122} (24} {94)
” {MINIMUM RENT HIGH)
- FIRST YEAR SFECORD YEAR

MINIMUM MIHIMUM

RENT HIGH CONTROL RENT BIGH CONTROL
OUTCOMES HOUSEHOLDS HOUSEHQLDS t-STATISTIC NOUSEHOLDS HOUSEROLDS t-STATISTIC
Staved and passed 13 6% 1.999* 2% 63 =1.370
stayed and Failed 66 72 ~1.104 a5 8¢ 0,808
Moved and passed 15 7 1.980* 5 0,972
Moved and fairled &6 14 =1.8904 0,906
SAMPLE SIZE (82) {221) (59) {195)

FIRST YEAR SAMPLE

Minimum Rent and Contrel households active at two

vears after enrollment that faxled the Minamum Rent

roquarements at enrollment, excludang those with enrollment incomes over the elagability limits and those Iixvang in theix own homes or
in subsidized housing.

SECOND YEAR SAMPLE  Minimum Rent and Control households actave at two years after enrollment that failed the Minimum Rent
requirements at one year, excluding those with enrollment incomes over the eligzbalxty lamits and those lavang in their own homes or
in 5ubsidized housing.

DATA SOURCE Initial and monthly Househwld Report Foxms.

+ t-gtatistic significant at the 0,10 level.

» t-statistic sagnificant at the 0.05F level.

**  t-gtatistic sagnificant at the 0.01 level.

*** t-gtatistic significant at the 0.00% Ievel.
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EXPERIMENTAL EFFECTS FOR IN-PLACE MEETING

Table 3-4

DURING THE FIRST AND SECOND YEARS AFTER ERROLLMENT: PHOENIX

{MINIMUM RENT LOW)

FIRST YEAR SECOND YERR
MINIMUM HMINIMUM
RENT LOW CONTROL RENT LOW CONTROL
QUTCOMES BOUSEHOLDS HOUSEHOLDS t=STATISTIC HOUSEROLDS HCUSEHOLDS £=8TATISTIC
Stayed and passed 6% LY 0.893 7% 4% 0.599
Stayed and failed 490 57 -2,060* 52 70 -1.881+
Maved and passed 12 12 4,664+ 24 6 2,935+
Moved and failed 12 28 =-2.,303% 17 19 —, 275
SAMPLE SIZE {50) (157 (29} {139)
{MINIMUM RENT HIGH)
FIRST YEAR SECOND YEAR
MINIMOM MINIMUM
RERT 11XIGH CONTROL RENT HIGH CONTROL
QUTCOMES HOUSEROLDS HOUSEHDLDS t=STATISTIC HOUSEHOLDS HOUSEHOLDS t-STATISTIC
Stayed and passed bt 5% -2.021* 24 1% 0.409
Stayed and failed 40 53 -1.876+ 69 68 0,168
Moved and passed 33 7 5.758%** 14 5 2.479*
Moved and fairled 26 36 -1.535 14 26 -1.798+%
SAMPLE SIZE 184) (211) {55) {187}

FIRST YEAR SAMFLE

Manimum Rent and Control households ackive at two years after enrollment that failed the Minimum Rent

reguirements at enrollment, excluding those wath enrollment :ircomes over the eligabilaty lamits and those livang in their own homes or

in subsidized housing.

SECOND YEAR SAMPLE
requirements at cone year, excluding those with enrollment rncomes over

in subsidized housing.

DATA SOURCE- Initial amd monthly Rouschold Report Forms.

¥  t-statistac
* t-statistic
kA p-statistie
*x% pagtatistic

sagnrficant
significant
significant
saanxficant

at the 0.10 level.
at the 0,05 level.
at the 0.0} level.
at the 0,001 level,

HMinimum Rent and Control households active ab two years after enrollment that failed the Minimam Rent
the elrgibility limits and those livaing in the:r own homes or
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Table 3-5

BOUSEHOLDS MEETING MINIMUM RENT AT TWO YEARS:

HOW THE REQUIREMENT WAS MET

COMBINED SITES PITTSBURGH FHOENIX
PERCENTAGE FERCENTAGE FPERCENTAGE
PERCENTAGE MEETING FERCENTAGE MEETING PERCENTAGE MEETING
OF THOSE REQUIREMENTS OF THOBE REQUIREMENTS OF THOSE REQUIREMENTS
MEETING AT MFPTER MEETING AT AFTER MEETING AT AFTER
STATUS THWC YEARRS ENROLLMENT TWO YEARS ENROLLMENT TWO YEARS ENRCLLMENT
MINIMUM RENT LOW
Met Minimum Rent Low requirement at
enrallment &8% 74a 80%
D1d nob meet Manimun Renk Low reguire-
mant at enraollment iz 100% 26 100% 40 lo0%
Mat in placc 9 2B 12 46 4 10
Moved and met Minimum Rent 1n
the two-ysar unit 23 72 14 54 36 a0
Total population meeting Minlmum Rent Low
at two years {18L) (106} {75)
MINIKOM BENT HIGH
Met Manamum Rent High réequarement at
enrallment 48% 57% 3B%
Did not meet Mimimum Rent High require—
ment at enrollment 52 100% 43 100% 62 100%
Met 1n place 9 17 15 35 2 3
Moved and met Minimum Rent in
the two-yvear unit 43 B3 28 65 &0 a7
Total population meeting Min:muan Rent Hagh
at two years {114) (61) (53)

SAMPLE.

gnrollmant lncomes over the eligibality limits and those living in their own homes or in subsadized howsing,

DATA SOURCE:

Initial and monthly Household Report Forms,

Minimum Rent households active and meeting Minimum Rent requarements at two years after enrollment, excluding those with




Standards rec:ipients (the differences praimarily seem to reflect differences

1n the proportion of houscholds that met the requirements at enrollment).

The following section discusses why some households met Minimum Rent in
place, why Minimum Rent Low households met an place more frequently than
Minimum Rent High households, and why Piritsburgh households did so more

frequently than Phoenix housesholds.

3.2 FACTORS AFFECTING MEETING MINIMUM RENT IN PLACE

Several factors help to explain the differences in outcomes for Pittsburgh
and Phoenix and for the two levels of Minimum Rent., Site differences in
rates of inflation and normal mobility help to explain differences in the
rates of meeting Minimum Rent in place. In addition, dirfferences in the
"stringency" of the Minimum Rent requlrements help tc explain both site

differences and differences between the two Minimum Rent levels.

As menticoned in the previous chapters, househelds were normally much more
mcbile in Phoenix than in Plttsburgh.l Higher Phoenix mobility rates are
clearly reflected rn the mobility of the Minimum Rent households: 60 per-—
cent of Phoenix Minimum Rent Low households not meeting reguirements at

enrcllment moved, compared with only 36 percent in Pittsburgh.

In addition, there 1s evidence that the rate of anflation in rental pay-
ments for households that d41d not .move was higher in Pittsburgh than in
Phoenix. Based on calculations made for the sample of Control nonmover
households the difference in inflation rates between the sites 1s about 5
pe:cent.2 Thus, for househclds not having an excessively large gap between
enrollment rent and the Minimum Rent requirement, the probability of meet-
ing the redquirement via normal changes in rent should be greater in

Pittsburgh.

1
The reasons for this are not clear but seem to refilect a general
di:fference between the Northeast and Southwest (see MacMillan, 1978).

2The estimated inflation rates are 14.8 percent and 10.0 percent
(over two years) in Pittsburgh and Phoenix, as measured by the change in
rent for Control nonmovers. BAn alternative estimate, the mean difference
between actual rent at twWo years and the rent predicted by the hedonmac
equation yields inflatron rates of 13 percent and 7.3 percent in Patts-—
burgh and Pheoenix, respectively (see Merrill, 1977, Table 4-16).
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The distance from meeting requirements, as heasured by the difference be-
tween rent at enrollment and rent needed to meet Minaimum Rent may be the
most crucial aspect affecting whether a household met Minimum Rent in place.
As was discussed in Chapter 2, distance from meeting Minimum Standards, as
measured by the initial condition of the unit, was an i1mportant determinant
of whether a household ultimately met Minimum Standards in place. The
fewer Minimum Standards components the unit failed and the higher its ini-
t1al quality, the more likely it was to meet Minimum Standards through up—
grading. Similarly, households living in enrcllment units with rents clo;e
to the Minimum Rent level shcould have had a greater chance of meeting the
requirements without moving than households that were livang in units with

rents very much lower than the required level.

As shown in Table 3-6, households that ultimately succeeded in meeting Mini-
mum Rent in place were initially much closer to meeting Minimum Rent than
the househcolds that never met the requlrement.l It 15 also evident from

the table that Minimum Rent Low households were closer to meeting their
requirements than Minimum Rent High households, as would be expected. The
overall mean distance for Minimum Rent Low households in Pirtitsburgh was $16
as compared with $28 for Minimum Rent High households. The corresponding
figures for Phoenix Minimum Rent households are $36 and $64. Clearly,
Pittsburgh househclds were closer to meeting than Phoenix households. For
both Minimum Rent Low and Minimum Rent High, the overall mean distances of

2,3
Pittsburgh households were less than half those of Phoenix households. ’

i

Households that met the Minimum Rent requirements by ®oOving were
also closer to meeting inatially than households that never met, though
generally farther away than those that met i1n place.

2Investlgatlon of differences in the initial dastribution of
Experimental and Control distances and of interactions between the experi-
mental effect and distance did not reveal any new results. An experimen—
tal effect on meeting Minimum Rent in place continues to be apparent only
for Minimum Rent Low households in Pittsburgh. The effect was only appar-
ent for households within $25 of meeting the reguirement rnitially. Since
82 percent of the Minimum Rent Low and Control households in Pittsburgh
were withain this range, however, the finding that induced meeting was
limated o this range 1s not gtrong. See Appendix VII for details.

3Flgures on distance from meeting as a percentage of initial rent
are given 1in Appendix VIT, :
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Takle 3-6

MEAN CHRHGE IH RENT NEERED TO MEET
MINIMUOM RENT REQUIREMENTS AT ENROLLMENT

NIN&!UM BRENF LW MINIMUM RENT HIGH
PITTSBURGH FHOENIX PETTSBURGH PHOENIX
HINIMOM MINIMUN HINIMUM HMINIHMUM
RENT LOW CONTROL RENT LOW CONEROL RENT RIGH CONTROL RERT HIGH CONTEROL
GUTCOMES HCUSEHCLDS HOUSEHCLDS HOUBSEHOLDY HOUSEHOLDS HOUSCHOLDS HOUSEHOLDS HOUSEHGLDS HOUSEHOLDS
i
Stayed and passed $30 $12 §14 5§21 $13 $15 514 £31
{13} {17} {3} (4} {9} (19} (1) (6)
Stayed and farled 24 146 36 - 0 3z 77 68
(17} {B82) {13} {77} {45) (%13} {28) (24}
Moved and passad 11 13 k¥ 28 25 28 45 41
{15} (32) 129 {26} (17 {30} {32} {26}
Moved and failed 31 1é 6l 40 34 36 78 613
{2) {11} (n (48} {11} (41) {23} {84)
Overall mean distance 16 5158 536 536 328 $3a1 564 s62
(47 (122} {50} (155} {82) {221} {84) {210}

ShMPLE

Minimum Rent and Control households ackive at twWwo years after enrollwent that failed the Minimum Rent requirements at

enrollment, cxcluding those with enrollment incomes over thoe elaglbilrty limits apd those ldving in their own homes or an subsidized

kousing,
DAT'A SOURCES

Initial and monthly Household Report Forms.




Initial distance can also be measured in terms of the allowance offer.

Table 3-7 shows the difference between enrxollment rent and the Minimum

Rent regulrement as a percentage of the allowance payment that the house-
hold would receive once 1t met requirements. Households that met Minimum
Rent 1n place only needed to add about 20 percent of their allowance pay-
ment to the rent they were already paying in order to meet the Minaimum Rent
requirement. For no other group did the gap represent so little of the
eligible sybsidy. Thus, households that staved without meeting redquirements
would, on average, have had to use well over half of their allowance payment
to make up the difference between the rent they were already paying at

1
enrollment and the higher rent they needed to pay to meet requirements.

The notion of distance from meeting Minimum Rent requirements should also
take into consideration price heterogeneity in the housing market. It 1s
apparent that similar units may rent for different amounts. Thus sone
units may be better deals than others ain the sense that they cost less
than the market average for similar units. In general, households waith
exceptionally good deals would be expected to pay lower rents and thus
more often fail to meet a Minimum Rent reguirement. Lakewise, such house-
helds may ke less willing to give up their good deals 1n orxder to meet
requirements. On the cther hand, gcod deals at enrcllment may indicate
units that have overdue rent i1ncreases and would therefore be more likely

to have increases large enough to exceed the Minimum Rent requirement.

The concept of good and bad deals may be measured using the hedonic resid-
ual, which provides a comparison of actual rent and its estimated normal
market rent. If the estimated rent 1s greater than the actual rent, the
household 1s said to have a "good deal,” livaing in a unit whose estimated
nermal cost i1s greater than the actual rent the housing 1s paying. Like-
wise, 1f the actual rent i1s much greater than the estimated rent, the
household has a "bad deal.2

The Minimum Rent High reguirement involved particularly large
changes for households in Phoenix. On average, households that stayed
without meeting (or moved and di1d not meet) would have had to use all of
their subsidy plus additional household income to meet Minimum Rent High,

2See Merrill (1977}, Kennedy and Merrill (1979}, and Friedman and
Weinberg (1978) for a discussion of hedonic eguations, and the interpreta-
tion of hedonic resaduals. The abilaity to make the "good deal” interpre-
tation of hedonic residuals clearly depends on assumptions about the con-
{continued)
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Table 3-7%

MEAN [AND MEDIAN] INITIAL DISTANCE FROM

MEETING REQULREMENTS AS A PERCENTAGE OF FULIL SUBSIDY

PITTSBURGH PHOENIX
MINIMUM . MINIMUM MINIMUM MINIMUM
RENT LOW SAMPLE RENT HIGH SAMPLE RENT LOW SAMPLE RENT HIGH SAMPLE
QUTCOMES HOUSEHOLDS SIZE HOUSEHOLDS SIZE HOUSEHOLDS SIZE HOUSEHCLDS SIZE
Stayed and passed 16% (13) 20% (<) 20% (3) 14% (1)
[12] [18} [13] [14]
Stayed and failed 50 (17) 86 (44) 63 (13) 134 {28)
[44] [591 (58] [111]
Moved and passed 40 (15) 74 (17> 48 (27 6l (32)
[12] [32] [24] [53]
Moved and failed 92 (2) 53 (1) 69 (7} 156 (23)
(921 {423 [54] [101]
Overall mean 39% (47) 72% (81) 53% (50) 111% (84)

SAMPLE: Minimum Rent and Control households active at two yvears after enrollment that failed the

Minimum Rent requirements at enrollment, excluding thoge with enrollment incomes over the eligibility

limits and those livang in their own homes or in subsidized housing.
Initial and monthly Household Report forms.

DATA SOURCES:




Table 3-8 shows the hedonic residuals at enrollment for Minimum Rent and
Control households. Few strong patterns are evident. On average, house—
holds that failed to meet either Minimum Rent requirement tended to have
better deals (the mean value of the resadual was more negative), For
Minimum Rent High, Control households that met in place had significantly
worse deals than those that stayed and failed (and indeed were the conly
group with positive residuals). There 1s, however, no significant differ-
ence for Control households that met Minimum Rent Low in place. Small
sample sizes hinder comparisons for Experimental households. Minimum Rent
Low households in Pittsburgh—-the only group that showed evidence of ain-~
creased in-place meeting due to the housing allowance——-do have significant-—

ly worse deals than Minimum Rent househclds that stayed and fazled.

3.3 LOGIT ESTIMATES OF MEETING MINIMUM RENT IN PLACE

This section presents estimates of the probability of meeting Minimum Rent
in place based on a logit analysis that controls for demographic charac-
teristics and the initial housing position. The appreoach 1s similar to
that for Minaimum Standards described in Chapter 2. 2Again, the sample 1S
Experimental and Control hcuseholds that did not meet their Minimum Rent
requirenents at enrollment., Eguations are estimated only for Pittsburgh.

Usaing multivarrate analysis to characterize the seven Phoenix housecholds

that met each Minimum Fent requirement in place does not seem reasonable.

The independent variables include the dollar distance from meeting require—
ments, household satisfaction with the unit and neaghborhood, income, and
demographic characteristics. As discussed above, the gap between
enrcllment rent and the Minimum Rent reguirement appears to be an important
determinant of whether households meet in place: as would be expected, the
smaller the distance the more likely households are to meet reguirements in
Place. Secondly, as was shown in the analysis of Minimum Standards upgrad-
ing, households havaing a strong commitment to their wnmaits, that is, house-

holds that arxe satisifed with their enroliment units and have expressed a

{footnote continued)

tent of the residual. 1In particular, the hedonic residual may reflect the
value of wnit attraibutes not captured by the variables included in the
hedonic equation as well as drfferences in price. In fact, the evidence
suggests that almost all of the residual variance in Phoenix and about half
of that in Pittsburgh represent price differentials,
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Table
MEAN LINLCAR HEDONIC RESIDUALY

3-8

MIBIMUM RENT LOW

HINIMUM RENT HIGH

PITTSEURGH PHORNTX PITTSBURGH PHOENIX
MINIMUM HINTMUM MINIMUM MINIMUM
RENT LOW CONTROL RENT LOW CONTROL REWNT HIGH CONTROL RENT HIGH CONTROL
OUTCOMES HOUSEHOLDS  HOUSEHOLDS |HOUSEHOLDS  HOUSEHOLDS HOUSEHOLDS  HOUSEHOLDS | HOUSEHOLDS  HOUSEHOLDS
Stayed and passed ~-7.14 -13.54 =5.66 .38 “5.35 4.56 - 6,36
{11) {15) {2) (3 {8) (19) (0) {5)
Stayed and faailed -19,73 -11i.34 -7.02 -9.03 -4.93 -7.52 ~16.10 -5.13
{15) {57 (12) {69} {3a) {115) [25) {86)
Moved and passed -8,12 -13,28 ~13.15 ~5.38 -5,25 -8,94 ~5.07 -1.90
{12} [29) (18) {24) {11 {23) {25) {1n
Moved and failed -8,15 =-7.4% -7.36 ~5.89 ~9.35 -5,62 -11.81 ~5.38
2) (&) {3 (40} {10) {37} {17} (70)
Owverall mean residupal =12,21 =11.87 =i0,12 ~7.19 =5.77 -6,14 10,90 -6.05
140} {109) {35) {138} {73) {194) {67 (178)
t-STATISTIC
(stayed/passed vs. 2,02% .45 0.10 -1.16 0,28 2,65%* - -1,97t

stayed/farled)

SAMPLE. Minimum Rent and Contxol households active at two years after enrollment that failed the Minimum Bent requlrements at
enrollment, excluding those with enrollment incomes over the eligabality limits, these livang in their own homes or in subsidized
housing, and those with axtreme wvalues for the hedonic residual.

DATR SOURCES :

Initral and monthly Household Report Foxms.

a, The residual 1s defined as (actusl rent-predicted rent).
t+  t-statistiec significant at the 0,10 ilevel,
* t-atatistic significant at the 0.05 lewel,
**  t-gstatistic signifacant at the 0,01 level.



preference to remain in them, are more likely to meet requirements in place.
These same measures were examined for Minimum Rent households but ne ¢bvious
relationships were ohserved in the tabular results.1 However, satisfaction
and mcbility may he correlated with demagraphic or other variables, so 1t
may be useful to include them in a multivariate estimate. Fanally, the
independent variables include income, household size, age and sex of house—
hold head, education, and race or ethnicity. Since these variables may
affect mobility, rent level, and the distance from meeting MinZImum Rent, 1t
1s desirable to control for differences between Minimum Rent and Control

households.

The results, presented in Tables 3-9 and 3-10, confirm the findings discussed
in previous sections of thas chapter. Minamum Rent Low households in Pitts-
burgh were about 15 percentage points more likely to meet requirements in
rplace than Control households., This estimate 1s very close to the 14 per-
centage point difference observed in the freguencies in Table 3-2. No
significant experimental effect was observed for Manimum Rent High house-

holds, which corroborates the results presented in Section 3.l.

The si1ze of the gap between enrollment rent and the Minimum Rent require-
ment 1s negatively associated with meeting requirements for both Mainimuam
Rent Low and High. The equations described in Tables 3-9 and 3-10 are
specified on the assumption that the same experimental effect on the prob-
ability of meeting in place exists for all sizes of the gap. This may not
be the case; 1t 1s plausible that at smaller gaps the induced effect 1s
greater than at very large gaps. In ordexr to test for this possibility,
an interaction term for distance and Experimental household was included
in the eguations for Minimum Rent Low and High households in Pittsburgh.
Although the interaction variable has the hypothesized sign, it is not
significant, so the simpler model is assumed to be appropriate. (The

alternative eguations are contained in Appendix V, Tables V-8 and v-1C.)

The equation for Minlmum Rent Low households 1in Pittsburgh also indicates
that a number of demographic variables affect meeting Minimum Rent 1n place
Thus, the probabilaty of meeting reguirements in place 1ncreases with income,

education, and the age of the head of household, and 1s alse larger for

1
See Appendix V, Tables V-1 through V-8,
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Table 3-9

LOGIT ESTIMATE OF THE PROBABILITY OF MEETING MINIMUM RENT LOW
IN PLACE: PITTSBURGH MINIMUM RENT LOW AND CONTROL HOUSEHOLDS

INDEPENDENT VARIABLES

ASYMPTOTIC

PARTIAL

COEFFICIENT +-STATISTIC DERIVATIVE

aAge of head of household (decades) 0,501%* 2.74 0.075
Black head of household -0.761 -1.52 -0.114
Household size 0.228 1.59 0.034
Annual net income {thousands) 0.371* 2.39% 0.054
Female head of household 1.639%%* 3,08%* 0.245
Education of head of household 0.264* 2,31* 0.039
Humb £ th

er of moves i1in previcus ree ~0.303 -1.24 ~0.045
vears
Unit and neighborhood satisfaction 0.065 0.49 0.010
Distance from meeting reguirements ~0.066%*% 2 TEER ~0,010
{dollar gap)
Experimental household {Housing Gap 1.026% 2.06% 0.153
Minimum Rent Low}
CONSTANT -8, 361** -4 _2]1%** N4
Likelihood ratic (significance} 35 . 57**
Mean of dependent variable 0.183
Coefficient of determinmation 0.228

{164)

Sample size

SAMPLE: Minamum Rent and Control households active at two years
after enrollment that failed the Minimum Rent reguirements at enrollment,

excluding those living in their own homes

or i1n subsidized housing.

DATA SOURCES: Initial and monthly Household Report Forms and

Baseline Interviews.

* t-statistic significant at the
** t-statistic significant at the
*** t-statistic significant at the
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Table 3-10

LOGIT ESTIMATE OF THE PROBABILITY OF MEETING MINIMUM RENT HIGH
IN PLACE: PITTSBURGH MINIMUM RENT HIGH AND CONTROL HOUSEHOLDS

ASYMPTOTIC PARTIAL
INDEPENDENT VARIABLES COEFFICIENT t~STATISTIC DERIVATIVE
Age of head of household (decades) -0.296% 1.65% =0.027
Black head of household 0.520 0.98 0.047
Household size —0.179 -0.93 -0.016
Annual net income {(thousands) 0.155 1.08 0.014
Female head of household 0.927¢ 1.81+ 0.084
Education of head of household 0.178 1.45 0.016
Mumber of moves in previous three —0.607* -2,.48% =0.063
years
Unit and neighborhood satisfaction 0.458%* 2.99%* 0.042
Distance from meeting requirements —0.093 ** —4.9]%* ~0.008
(dollar gap)
Experimental household (Housing Gap -0.119 -0.22 ~0.011
Minimum Rent Low)
CONSTANT -4.053% =1.94% NA
Likelihocd ratic (significance) 58.13%*
Mean of derendent variable 0.101
Coefficient of determination 0.299

(296)

Sample size

SAMPLE: Minimum Rent and Control households active at two vears
after enrolliment that failed the Minimum Rent requirements at enrollment,

excluding those living in their own homes
DATA SOURCES: Inaitaal and monthly

Baseline Interviews,

t t=statistic significant at the
* t~statistic sizgnificant at the
** t-statistic signrfaicant at the
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female-headed households. These findings may reflect the associataion of

these variables with either highey rent level (and therefore lower gaps)
or with mobality. For example, numerous studies have found female-headed
households spend more on rent (Maye, 1978). Also, elderly househeolds in
Pittsburgh are more lakely to meet in place, perhaps because they move

less frequently (MacMillan, 1878).

3.4 THE CHANGE IN HOUSING FOR MINIMUOM RENT HCUSEHOLDS THAT STAYED
IN THEIR ENROLLMENT UNITS

Meeting Minimum Rent reguirements in the enrollment unit could result from
normal rent increases due to improved housing services, normal inflation,
drrect negotiation by the tenant with the landlord to rncrease the rent,

or willingness by the tenant to accept a larger rent increase than would

be the case i1n the absence of the experiment. An experimental effect for
Minimum Rent Low households in Pittsburgh has been shown in the frequencies
presented 1in Section 3.1 and in the logit estimations in Section 3.3. Thus,
Mipimum Rent households that met in place would be expected to have a larger
rent i1ncrease than Control households that met 1n place. In additaon,
households that met in place may have larger rent i1ncreases than households
that staved but did not meet, but this is not necessary. As discussed in
Section 3.2, these households were 1inaitially closer to meeting the Minimum

Rent reguirements, so that they may not have needed larger increases.

The increase i1n rent for Minimom Rent Low households i1n Pattsburgh i1s shown
in Table 3-11. Since the number of households that met in place is very
small for Minimum Rent households in Phoenix and Minimum Rent High 1n
Pittsburgh, the analysis i1s based on Pittsburgh Minamum Rent Low households
only.l The results do not support the expected outcomes. The percent change
in rent from enrollment to two vears i1s the same not only for Minimum Rent
Low and Control householids that met in place but also for Minimum Rent house-
holds that stayed and dird not meet requirements. (Control households that

met 1n place did have larger increases 1n expenditures than Control

1
Comparizson tables for the groups not in the text are given in
Appendax VvV, Tables V=11 and V-12,
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Table 3-11

CHANGE IN MEAN RENT OVER TWO YEARS:
PITTSBURGH MINIMUM RENT LOW AND CONTROIL HOUSEHOLDS

SAMPLE
SIZE

MEAN RENT AT ENROLLMENT

Minimum Rent Low households

Control heouseholds

MEAN REWT AT TWO YEARS

Minimum Rent Low households

Control households

MEAN PERCENTAGE CHANGE

Minimum Rent Low households

Control households

(29)

{76)

(29)

{76)

(29)

(76)

t-STATISTIC FOR MEAN
PERCENTAGE CHANGE

Minimum Rent Low households
versus Control households

Stayed/passed vs. failed
Minimum Rent Low households

Stayed/passed vs. failed
Control households

OUTCOMES
STAYED STAYED
AND PASSED AND FATLED
$ 100 § 73
(12) (17)
93 84
(16} (60)
119 85
(12) {17
110 94
{186) (60)
20.9% 20.0%
(12) (17)
20.6 12,8
(16) (60)
0.05 1.53
0.15
1.35

SAMPLE: Minimum Rent and Control housc¢holds active at two vears
after enroliment that falled the Minimum Rent reguirements at enrollment,
excluding those with enrollwent incomes over the eligibility laimits, those
living in their own homes or in subsidized housing, and those with a
missing value at either enrollment or two vears.

DATA SOURCES: Inatial and monthly Household Report Forms.
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1
households that stayed and did not meet.) 2ll in all, these results are

rather puzzling and seem at odds with the evidence of an induced rate of
meeting. Since the change in rent for the Minimum Rent Low households
that met 1n place did not exceed the change in rent for either Control ox
Minimum Rent households that stayed and failed, there appears to be no

1nduced rent increase.

This finding alsc alters expectations concerning an induced i1ncrease 1n
housing quality. It was hoped that households meeting reguirements under
the Mainimum Rent housing allowance plan would experience an lnerease 1in
heousing corresponding to the increase in expenditures. Since rent 1s
assumed to be closely related to gquality this assumption 1s, in general,
approprrate. It should be noted, however, that normal increases in rent
may not be accompanied by an increase in housing. For example, inflation,
changing tenure relationships, or simply a lagged adjustment of rent to

pricr housing change, could increase rent independently of guality.

In any event, since nc change in rent was induced for Minimum Rent house-—
holds that met in place there 1s no reason to assume any induced change 1in
housing services. Also, there 15 no reason to assume that housing cuality
increased more for Minlmum Rent households that met requirements in place
than for households that stayed and did not meet. Four measures of housing
were used to assess changes in housing gquality--hedonic indices, the evalua-
tor's overall rating, the number of physical Minimum Standards components
failed, and a measure of physical housing deprivation. The results for

Minimum Rent Low households in Pittsburgh, which are shown in Tables 3-12

lThe rent used 1n thas analysis is analytic rent. The rent defined
for program operations is slightly different (see Appendix II}. The results
using program rent, however, do not differ from the results based on analy-
tic rent.

2Comparlsons between different groups are daifficult to interpret
clearly because the experiment induced households to shift from one cate-
gory to another (and in particular induced some househelds to move). Never-
theless, there seems to be no obvious reascn why this should have biased
the rent lncreases ¢©f Minimum Rent households that stayed without meeting
requlrements upward. Furthermore, the finding of no ainduced rent increase
is confirmed by Friedman and Weinberg (1979). 'They find that, taking account
of demographic characteristics, Minimum Rent households that met in place
showed no significant increase in rent beyvond that of Control households that
diad not meet the requirements at enrollment.
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through 3-15, in fact indicate that no change in housing was observed for

households that met requirements in place.1

Table 3-12 shows the i1ncrease 1n housing services for households that met

in place and that stayed and did not meet reguirements. Comparison of the
percentage changes i1n housing services indicates that no significant dirffer-
ences exist between Minimum Rent and Control households or between Minimum
Rent househelds that did and did not meet requirements. For all groups
there was very little change i1n housing. These results alse concur with
results presented in Friedman and Weinberg (1979), which are based on esti-
mated differences between Experimental and Control households, taking anto

account i1ncome and demegraphic characteristics.

The absence of induced quality change 1s also evident when the change in
the evaluator's overall rating is assessed. As discussed 1n the previocus
chapter, the evaluator rating 1s a summary judgment regarding unit sound-
ness and the extent of required repairs. In theory, improvements in both
housing services and in normative housing standards could be reflected in
this rating. As shown in Table 3-13, the evaluator rating did not change
materially for any group and was essentially the same for Minimum Rent and
Control households that met in place or that remained in the unit without

2
meeting requirements.

Finally, changes over two vears in the number of Minamum Standards compo-—
nents farled and in the housing depraivation measure corroborate the finding
of insignificant housing quality change. Although the units of Pattsburgh
Minimum Rent Low households that met in place showed slightly greater
improvement than Control househelds and Minimum Rent households that dad
not meet with respect to the drop in number of Minimum Standards components
failed, the differences were not statistically significant (see Table 3-14}.
The change in the housing deprivation measure shows similar results. As

shown in Table 3-15, there 1s no significant difference between Minlmum

1

Refer to Appendix V for corresponding tables for Minamum Rent
High househeclds in Pittsburgh and Minimum Rent Low and High households in
Phoenix.

2

The distribution of households across the four-poant rating at
enrcllment and at two yearxs i1s given in Appendix V, Tables V-17 through
v-20.
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Table 3-12

CHANGE IN MEAN HOUSING SERVICES OVER TWO YEARS:
PITTSBURGH MINIMUM RENT LOW AND CONTROL HOUSEHOLDS

MEAN HOUSING SERVICES AT ENROLLMENT

Minimum Rent Low households

Control households

MEAN HQUSING SERVICES AT ENROLIMENT

Minaimum Rent Low households

Control households

MEAN PERCENTAGE CHANGE

Minimum Rent Low households

Control households

t-STATISTIC FOR MEAN PERCENTAGE
CHANGE

Minimum Rent Low households
versus Control households

Staved/passed vs. failed
Minimum Rent Low houscholds

Stayed/passed vs, failed
Control households

OUTCCMES
STAYED STAYED SAMPLE
AND PASSED AND FATLED SIZE
112.97 99.09 (25)
(11) (14)
110.29 98.01 (71)
(14) (57)
111.30 98.85 {25}
(11) (14)
112.02 98.96 (71}
(14) (57)
-~1.2% ~0.32% (25)
(11) (14)
-1.6 -1.2 (71)
(14) (57)
0.76 0.28
-0.41
0.12

SAMPLE: HMinamum Rent and Control households active at two years
after enrollment that failed the Minimum Rent reguirements at enrollment,
excluding those with enrollment incomes over the eligibility limits, those
living 1in their own homes or in subsidized housing, those with extreme
values for the hedonic residual, and those with a missing value at eirther

enrollment or two years.

DATA SQURCES: Inmitial and monthly Household Report Forms, Housing
Evaluation Forms, and Baseline and Periodic Interviews.
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Table 3-13

HOUSING EVALUATCR OVERALL RATING OF THE DWELLING UNIT:
PITTSBURGH MINIMUM RENT LOW AND CONTROI, HOUSEHOLDS

QUTCOMES
STAYED STAYED SAMPLE
AND PASSED AND FAILED SIZE
MEAN RATING AT ENROLLMENT
Minimum Rent Low households 1.15 1.53 (30}
(13) (17)
Control households 1.25 1.45 (76)
(16} {60)
MEAN RATING AT TWO YEARS
Minimum Rent Low households 1.08 1.24 (30)
(13) (17}
Control households 1.00 1.40 {78)
(16) (60)
MEAN CHANGE
Minimum Rent Tow households 0.08 0.2¢ {30}
(13) (17)
Control households 0.25 0.05 (76)
(18) (60}
t—-STATISTIC FOR MEAN CHANGE
Mainamum Rent Low households
versus Control households =-0.98 1.31
Stayed/passed vs. failed
Minimum Rent Low households 1.01
Stayed/passed vs., failed
Control households 1.43

SAMPLE: Minimum Rent and Control households active at two vears after
enrollment that failed the Minimum Rent reguirements at enrollment, excluding
those with enrollment incomes over the eligibility limits, these living in
their own homes or in subsidized housing, and those with a missing value at
either enrollment or two years. }

DATA SOURCES: TInitial and monthly Household Report Forms, and
Housing Evaluation Forms.,

NOTE: The evaluator rating 1s measured on a four—-point scale, from
0, indicataing the unit is in good conditicn, to 3, indicating the unit is
unfat for habitation.
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MEAN NUMBER OF MINIMUM STANDARD PHYSICAL COMPONENTS FAILED:

Table 3-14

‘ PITTSBURGH MINIMUM RENT LOW AND CONTROT, HOUSEHOLDS

CUTCOMES
STAYED STAYED SAMPLE
BND PASSED AND FAILED SIZE
MEAN NUMBER OF COMPONENTS FAILED
AT ENROLILMENT
Minimum Rent Low hounseholds 1.562 2.06 (30)
(13) (17)
Control households 1.44 1.88 {76)
(16) (60)
MEAN NUMBER CF COMPONENTS FAILED
AT TWO YEAES
Minimum Rent Low households 1.15 i.82 (30)
{13) (17)
Control households 1.38 2.10 (76)
(16) (60)
MEAN CHANGE
Minimum Rent Low households 0.46 0.24 (30)
(13} (17}
Control households 0.06 -0.22 {76)
(1o} {60)
t—-STATISTIC FOR MEAN CHANGE
Minimum Rent Low households 1.32 1.31
versus Control households
Stayed/passed wvs, failed 0.5%
Minimum Rent Low households
Stayed/passed vs. failed
1.09

Control households

SAMPLE: Minamum Rent and Control households active at two years
after enrcllment that failed the Minimum Rent regquirements at enrollment,
excluding those with enrollment incomes over the eligibility limits, those

living in their own homes or in subsidized housing, and those with a

missing value at elther enrollment or two years.

DATA SCOURCES: 1Initial and wonthly Household Report Forms and

Housing Evaluation Forms.
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Table 3-15

MEAN HOUSING DEPRIVATION MEASURE:

PITTSBURGH MINIMUM RENT LOW AND CONTROL HOUSEHOLDS

QUTCOMES
STAYED STAYED SAMPLE
AND PASSED AND FAILED SIZE
MEAN DEPRIVATION MEASURE AT ENROLLMENT
Minimum Rent Low households 2.46 2.71 {303}
{(12) (173
Control housesholds 2.25 2.57 (76)
{16) (60)
MEAN DEPRIVATION MEASURE AT TWO YEARS
Minimum Rent Low households 2,15 2.41 {30)
{13) (17}
Control households 2.25 2.53 {76}
(16} (60)
MEAN CHANGE
Minimum Rent Low households 0.31 0.29 (30}
{13 (17}
Control households Q.00 0.03 (76)
{16) (60)
t-STATISTIC FOR MEAN CHANGE
Minimum Rent Low households
versus Control households 1.31 1.60
Stayed/passed vs. failed
Minamum Rent Low housecholds -0.06
Stayed/passed vs. failed
Control households 0.19

SAMPLE: Minimum Rent and Control households active at itwo years
after enrollment that failed the Minimum Rent requirements at enrollment,

excluding those with enrcollment incomes over the eligibilaty limats,

those living in their own homes or in subsidized housing, and those with
a3 missing value at either enrcllment or two years.

BaTA SOQURCES: Initial and monthly Household Report Forms and

Housing Evaluation Forms,

NOTE: The measure 1s a three—-point scale, 1 indicating a minimally
adequate unit and 3 indicating a clearly inadequate unit.
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Rent Low households and comparable Control households. Furthermore, the

figures for househeolds that met in place are almost identical to those

for households that remained an their units but did not meet.

Thus, it appears that no real housing improvement occurred in units that
met Minimum Rent requirements in place, despite the fact that both Minimum
Rent and Control households that met in place experienced a rent increase
of about 20 percent. This suggests that these households were simply
households that for one reason or another experaenced larger rent i1ncreases.
This 1s no doubt partly due to inflation. It may also partly reflect the
fact that these units were lower-rent units that offered better than aver-
age deals to begin with. Thus, some 1increase 1n rent may simply have

represented the landlord catching up to normal market levels.

In particular, there 1s no evidence that Minimum Rent households that met
1n place did so through deliberate collusion with therr landlord, nego-
tiating to increase rent to the level that would meet their rent require-
ment, or, indeed, that they even accepted larger increases than other
tenants. In this case, no change 1n housing would be expected to occur.
However, since the game rent increase occurred for Control and Minaimum
Rent households that did and did not meet regquirements, a collusion hypoth-
es18 18 not supported.l This is further confirmed by the relationship ba-~
tween rent and estimated rent (the hedonic residual}. If experimental
househclds that met Minimum Rent an place did so through collusion with
theair landiords, then there should be a significant difference in the
change in their residuals over two years and the change 1n residuals of
Control heouseholds that also met Mipimum Rent. If collusion occurred, the
residuals of Minimum Rent households that met in place should become rela-
tively more positive than the residuals for Control households. In fackt,
as shown 1n Table 3-16, the mean changes i1n xesiduals were nearly zdentical

for Control and Minimum Rent households that met in place.

lThe collusion hypothesis might be supported 1f 1t were assumed

that Minimum Rent households that met reguirements in place 1ncreased
their rent just encugh to meet the requirement, so that, on average,
their rent change was no greater than that for Control households that
met i1n place and Minimum Rent households that stayed and did not meet.
Testing thas hypothesis would require comparing the distributions of
rent change for these groups of households which is not feasible Ffor
these sample sizes.
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Table 3-16

HMEAN LINEAR AND SEMILOG HEDONIC RESIDUALS:
PITTSBURGH MINIMUM RENT LOW AWD CONTROL HOUSEHOLDS

LINCAR SEMILOG
QUTCOMES CQUTCOMES
STAYED STAYED SRMPLE STAYED STAYED SHRMFLE
RND PASSED AND FAILLD SIZE AND PASSED AND FAILED SIZE
HMEAN HEDONIC RESIDUALS AT ENROLLMENT
Minimum Rent Low households -8.15 -20.91 {24} -Q,07 -0.25 {24)
{10} (14) {10} {14)
Cantrol households »14,15 ~11.34 {71) -0.12 ~0.12 (70)
{14} (57} {14} (56)
MEAN NEDONIC RESIDUALS AT TWO YBARS
Mintmum Rent Low housesholds 10.50 ~-8.58 {24} 0,11 0,10 (24}
(10 {14) (1) {14)
Caontrol honseholds 4,08 -3.68§ (71} 0,058 «0.04 (70}
{14) (57) (i4) {56}
HEAN CHANGE
Mipnimum Rent Low households 18,64 12,35 {24) 0.19 0.15 (24)
{10) {14) {10) {14)
Control households 18,23 7.69 (71) 0,18 0,08 (70)
(14) {57 (14} {56}
e~STRTISTIC FOR MEBN CHANGE
Mipimum Rent Low households
versus Contzoel households -0.06 -1.16 -0.,08 -1.25
Stayed/passed vs, failed
Minimum Rent Low households 0,85 0.47
Stayed/passed wva. falled
Contrel houssholds -2.61% 2.54%

SAMPLE Minimum Rent and Control househalds active at two years after enrollment that faxled the Minimum Rent requlrements at
enrollment, excluding those with enxollment incomes aver the eligibilaty limits, those laving in theirr own homes or in subsidized housing,
those with extrems values for the hedonic residual, and those with a missing value at either enrallment or two years.

DATA SOURCES. Ipatial and monthly llousehold Report Forms, Housing Evaloation Forms, and Baseline and Periodie Interviews,

NOTE  Residuals are defined as {actual rent-predicted rent}.
*  t-statistic significant at the 0.05 level,



The previocus sections presented evidence that additional Minimum Rent Low

households in Pittsburgh were induced to meet requirements in place. This
1s not, however, reflected in any apparent difference in rent or housing
change between either Minimum Rent households that met in place and those
that stayed without meeting or between Minimum Rent and Control house-
helds. Gaven the apparent lack of any real difference in behavior, the
finding of induced meeting may reflect some distributional anomaly or

sampling artafact not adeguately accounted for.

3.5 CONCLUSIONS

Meeting reguirements in place was less important for Minimum Rent house-
holds than for Minimum Standards households that did not meet requirements
at enrollment. Relatively few households met Minimum Rent in place and
nearly all of these households were in Pittsburgh. A significant experi-
mental effect occurs only for Minamum Rent Low households an Pittsburgh:
28 percent of Minimum Rent Low households met i1n place as compared with

14 percent of the Control houscholds not meeting regquirements at enroll-
ment. As would be expected, this induced meeting took place in the first

year of the experiment.

Several factors help explain the differences in outcomes i1n Pittsburgh and
Phoenix and for the two levels of Minimum Rent. Normal mobility rates are
higher in Phoenix so that households were generally less likely to remain
in therr enroliment units, ALt the same time, the rate of inflation for
nonmovers was higher in Pittsburgh during the experimental period, so that
those househeolds that did stay in their enrcollment units were llkely-té
have larger rent 1increases i1n Prttsburgh than in Phoenix. Also, the

dollar gap between enrollment rent and the Minamum Rent requirements for
households that did not meet reguirements initially was higher 1n Phoenix
than 1n Pittsburgh and, as would be expected, higher for Minimum Rent High
than for Maipnimum Rent Low. Thus, a given rent increase would be expected
to bring more Minimum Rent Low households and more households in Pittsburgh
into compliance with the reguirement., In terms of the allowance aoffer, the
gap represented about 20 percent of the potential allowance for households
that met an place and over 50 percent for households that stayed and did

not meet.
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Meeting Minamum Rent in place did not result in any induced increase 1n

expenditures. The percentage increase in rent for Minimum Rent and Control
households that met in place and for Minimum Rent houscholds that stayed

and did not meet were nearly identical. No improvements in housing serv-
1ces occurred for either Minimum Rent or Contrel households that met in
place. These findings are in accord with the analysis in Friedman and
Weinberg (1979), and suggest that meeting Minimum Rent in place was essen-
tially a matter of normal market processes for both Minimum Rent and Control
househelds, despite the finding of induced meeting an place for Minimum Rent
Iow households in Pittsburgh.
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CHAPTER 4

DWELLING UNIT IMPROVEMENTS REPORTED
BY HOUSEHOLDS DURING THE DEMAND EXPERIMENT

Chapters 2 and 3 discussed housing change in terms of meeting program
regulrements--physical and cccupancy standards for Minimum Standards
households, and rent levels for Minimum Rent households. This chapter
descrabes a much broader concept of maintenance and upgrading. In
addition to the housing evaluations conducted by site office staff, house-
holds were asked about the extent and frequency of repairs, improvements,
and general remodeling as part of the Periodic Interviews conducted six
months, one year, and two years after enrollment. These data are the

subject of this chapter.

General dwelling unit repalr and improvement activities are part of the
ongoing process of housing maintenance. Some of the repalrs are minor
-—worn out sash cords are replaced or faucets repaired--and other improve-
ments are more extensive--rooms are repainted or wallpapered or bathrooms
are modernlzed. Some repairs are made by households, cthers are made by
landlords, and presumably some are made jointly. Prior to the Experimental
Housing Allowance Program (EHAP), only lamited data on repairs were avail-
able. Prequently, the data were collected 1n connection with rehabilita-
tion or code enforcement programs.l Reparr and improvement data collected
during FEHAP offer an opportunity to examine the frequency and extent of
many types of general improvement activities. Extensive housing repair
data has been ccllected from both households and landlords in the Supply
Experiment. The Demand Experiment cellected repair and improvement data
from households and, in addition, provides an opportunity to compare the

responses of Experaimental and Control households.

The interview data on repairs and improvements are not specifically tied
to the Minimum Standards reguirements or to other measures of housing used

in the analyses in Chapters 2 and 3. The data were collected for all

lIt should be noted that currently the Annual Housing Survey collects

some data on repairs and upgrading and associated costs from anterviewed
households.
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households in the Demand Experiment and describe improvements that are both

more general and more comprehensive than those included in the Minimun
Standards components. The Minimum Standards are intended to reflect
minimum requirements and would not, for example, detect general remodeiing
‘or modernization of a (working) bathroom. Households were asked whether
they or their landlords had made improvements in the following items, which

were listed by the interviewer:
General remcdeling, such as adding or remodelihg rooms or
lowering ceilings

Work on floors or floor covering, such as sanding, refinish-
ing, installing new tiles, or installing new carpetaing

Electrical work, such as installing new ocutlets
Installing new plumbing or heating fixtures

Additions to or replacement of the heating or air condition-
ing systems

Interior or exterior carpentry work such as shelves, closets,
cabinets, room dividers, planing doors, patching walls or
woodwork

Planting a garden cor trees

General fixing and repairing things, such as faucets,
electraical outlets, wall switches, or broken windows

Interror painting or papering
Exterior painting
Plastering interior walls, ceilangs

Modernizing bath or kitchen facilaties

Additions of major new Kitchen appliances like stoves and
refrigerators

Cther improvements to the dwelling unit or grounds.

Pour variables are used to assess the extent and type of improvement

activity: the proportion of households and landlords carrying out improve-
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ments; the mean number cof improvements made by landlords and by households,
the incidence of specific types of improvements; and the household's total
ocut-of-pocket expenditures for improvements.l These variables are measured
for the entire two-year period and indicate the total improvement effort
that occuxrred in the units occupied by Experimental and Contreol households.
Thus, improvement activity is recorded for every unit in which the house-
heold lived during the two ysars. A household that reports two rmprovements
to 1ts enrcllment unit and one 1mprovement o a new unit, for example, is

regarded as having made a total of three improvements during the experiment.

Section 4.1 examines the overall level of improvement activity and, through
comparison with Control households, assesses the effect of the experimentzal
allowance programs on the rate and type of improvements and on household
outlays. Households in all allowance plans——Housing Gap, Percent of Rent,
Unconstrained, and Control--are included in the analysis in this sectlon.2
Section 4.2 assesses i1mprovement activity for the sample of Minimum Stand-
ards and Minimum Rent households analyzed in Chapters 2 and 3--that is,
households that did not meet housing requirements at enrollment. It is
expected that households that did not meet reguirements in their enrollment
wnits, particularly Minimum Standards households, would have had the great-
est i1ncentive to carxy out additional improvements in response to the

allowance offer.

All of the tables in this chapter are presented for the combilned sites.

Separate tables for each site appear in Appendix V,

lThe cost data provide a general indication of the dollar cost to
the househeold of improvements. However, the costs cannot be directly
linked to specafic improvements. Nor should they be regarded as an
accurate estimate of the total costs involved. There are four reascns for
this. First, data on individual improvement costs are not available—-only
a total cost 1s collected, and this could refer to all or only some of the
improvements carr:ed out by the household. Second, since only houssholds
were interviewed, data on landlord expenses are not available, Therefore,
it 1s impossible to determine the actual total costs of improvements,
Third, there is no way tc determine whether the household and/or landlord
contributed labor to the effort, and if so, the wvalue of that labor.
Fourth, interpreting the value of household costs across all units 1s
drfficult, since some household improvements may have been performed in
lieu of rent.

2
Refer to aAppendax I for a discussicon of the experimental design.
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4.1 IMPROVEMENTS REPORTED BY ALL HOUSEHOLDS IN THE DEMAND EXPERIMENT

Table 4-1 presents an overview of the xreported i1mprovement activity that
occurred for Demand Experiment households during the two years of the
experiment.1 The extent of improvement activity is rmpressive: over 93
percent of all households reported some improvement activity. Over half
of all househclds reported that improvements were made both by them and
their landlords. This reflects both different improvements made by each
party as well as joint improvement efforts (where, for example, the
landlord may furnish materials and the household supply the labor, or both
work together). Almost one-fifth of the households reported ne maintenance
or repair by their landlords during the two years.2 In addition to the

6 percent that reported no improvements at all, another 13 to 15 percent
reported that improvements were made only by the household. (Cases in
which all improvements were made by landlords were somewhat more common
than those an which all improvements were made by households, accounting

for about one-fourth of the sample.)

Comparison of the figqures for Experimental and Control households in
Table 4-1 suggests that neither Experimentzl households nor their land-
lords made more improvements than they would have in the absence of the
experiment.3 The percentage of households reporting improvements by
households is almost identacal for the two groups., This i1s confirmed

by more detailed examination of improvement activaity.

lThe sample 1s all households that remained active at two vears
after enrollment, excluding those with enrollment incomes above eligibility
Iimits and those 1n their own homes or in subsidized housing (see Appendix
IT). It thus includes some Housing Gap households that never met reguire-
ments and hence never received an allowance payment,

2
Recall, however, that the household may have occupied several
units during this time.

3Note again that all Housing Gap households are included in this
sample. This may dilute the estimated effacts of the allowance program
on participants, since the sample includes some households that never
participated. Estimates based on participants alone would, howewver, be
potentially biased. (See, for example, Friedman and Weinberg, 1979.}

The possibility that the heousing reguirement status of Minimum Standards
and Minimum Rent househeolds affects improvement activity 1s assessed below
in Section 4.2,
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Table 4-1

HOUSYHG IMPROVEMENYTS REPORTED BY EXPERIMENTAL ARND CONTROL HOQUSEHOLDS
{PITTSHURGH AND PHOERIX)

ALL ALL MINEMUM MIRTMUM M I TMO TERCENT
APPROACH TC EXPERIMCHTAL CONTROL STANDARRDS RLNT LOW RENT HIGH UNCONSTRAINED OF RENT
IMPROVEMENT HOUSEHCLDS HOUSEHOLDS  ¢-STATISTIC HOUSEROLDS BOUSEHOLDS NBOUSENOLDS HOUSEHOLDS HOUSEHOLDS
Inprovements made only by landloxd 24% 25% ~0,439 22% 27% 263 30% 23%
Improvements made oaly by household 13 i35 -1,365 12 10 13 15 14
Improvemenks made by bath landlord
and household B 54 1,093 60 56 52 52 57
No improvements reported 7 6 G.427 7 7 9 4 6
Parcentage of househalds reporting any
wmprovements made by landlord 81 79 0,898 B1 B3 78 82 81
Percentage of houscholds reporting any
wmprovemants made by household 69 69 0.227 71 66 &5 66 71
SAMPLE SIZE (1,638} (603} 378) {228) (226} (103) (705}

SAMPLE, All houscholds active at two years after enrollment, excluding those with enrcllment incomes over the eligibility limits
and those Iiving in their own homes or in subsidized housing.
DATA SOURCES., Periodic Interviews.




Table 4~2 indicates the average nurber of improvements reported and their
average cost to the household. Iattle difference 1s apparent between
Experimental and Control households with respect either to the number

of improvements made by households or landlords or to the total cost of
improvements borne by the household. However, the improvement activity
undertaken by all households is striking., Households undertook about the
same mean humber of improvements as landlords at an average cost to the
household over the two vears of about $90 ($130 for those that made

improvements) .

As might be expected, howevex, different types of improvements tend to be
undertaken by households and landloxds. As shown in Tables 4-3 and 4-4,
households more often performed improvements such as interior painting

or wallpapering, and working on the floors or floor coverings. Landlords
more often installed new plumbing or heating fixtures, or added to or
replaced the heating or air conditioning eguapment, tasks that involved
either investment in the rental property or general upkesp of 1ts quality.
Nevertheless, many types of improvement activity were engaged in by both

groups. Little evidence of experaimentally induced behavior is apparent.

The separate tables of landlord and household improvements are combined in
Table 4-5 to show the overall incidence of each type of improvement

3
{regardless of who pexrformed 1%t). The results indicate a pattern of

wmprovement that was relatively unaffected by the experiment. The most

1This average cost does not reflect two Experimental households
that reported extremely high household costs (above $3,000). The average
including those househclds was $96.17 for Experimental households.

2As indicated in Table 4-2, the mean number of repairs is the same
for Experimental and Control households. The rates for a few specific
types of repairs appear to differ. Significantly more Housing Gap and
Percent of Rent households reported adding major kitchen appliances than
did Control househeclds (1l percent vexrsus 7 percent), and reported that
their landlords performed more interior painting or papering (23 percent
versus 18 percent). In contrast, Control households significantly more
often reported installing new plumbing or heating fixtures, or performing
carpentry work. The causes for these differences are not readily apparent
and may result from chance.

3
Some of the repairs reported by households were also performed by
the landlord and are thus counted in both tables.
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Table 4-2

REPORTED IMPROVEMENT ACTIVITY:
EXPERIMENTAL AND CONTROL HOUSEHOLDS
(PITTSBURGH AND PHEOENIX)

EXPERIMENTAL CONTROL
IMPROVEMENTS HOUSEHOLDS HOUSEHOLDS t=STATISTIC
TOTAL LANDLORD IMPROVEMENTS
Mean nurber of i1mprovements 2.73 2.59 1.14
(Standard dewviation) (2.70) (2.46)
{sample size) (1,638} (603)
TOTAL HOUSEHOLDS IMPROVEMENTS
Mean number of improvements 2.74 2.95 -1.27
(Standard deviation) (3.18) (3.59)
(Sample size) (1,638) {603)
TOTAL IMPROVEMENTSa
Mean number of 1mprovements 5.46 5.54 -0.35
{Standard deviation) (4.22) {4.34)
{Sample size) (1,638) {(603)
COST OF IMPROVEMENTéb
Mean cost of improvements $21.54 $89.89 0.17
[Median cost of improvement] [$16.88] [$16.08]
{Standard deviation) (202.05) (202.84)
{Sample size) (1,594) (595)

SAMPLE: All households active at two years after enrocllment,
excluding theose with enrollment incomes over the eligibility limits and
those living in their own homes or in subsidized housing.

PATA SQURCE: Periodic Interviews.

a. Sum of 1mprovemenis made by landlords and households.

b. Total costs paid for by household; does not include costs paird

for by landlord.
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Table 4-3

TYPES OF IMPROVEMENTS MADD BY HOUSEBOLDS

ALL ALL MIMNIMUM MINIMOM MINIMUM PERCENT

CAPERIMENTAL CONTROL STAHDARDS RERT LOW RENT HIGH UNCONSTRAINED OF RENT
PYPES OF IMPROVEMENTS HOUSEROLDS HOUSERBOLDS £-STATISTIC HOUSEBHOLDS  HOUSIAOLDS  HOUSEHOLDS  HOUSENOLDS HOUSEHOLDS
Ganeral romodeling 5% 6% =0.76 1Y Tz 53 3% 54
Work on floors or Eloor caverings 28 29 ~{, 39 28 24 23 34 29
Tlectrical work i3 16 -1.93% i3 16 14 7 12
Tnstall new plurhing or heating Erxtures 17 23 —2.81*" 14 17 20 24 17
hdd to orx replace heating or airy 2 11 ~-1.90% ? 9 10 6 8
conditronlng system
Interior or extericr carpenbry work 22 g8 -3.33% 24 ] 23 13 2r
Plant garden or trees 26 30 -1,53 26 26 20 31 26
Jeneral fixing or repalring 41 44 -0,85 39 4G 38 38 44
Interior paintilng or paperiiy 72 0 1.04 73 73 73 Bl 70
Exterior painbting 8 10 =-1,31 k4 & G 1 9
Plaster inlerior walls or cexrlings 14 16 -0.83 12 17 i6 13 15
Modernize bath or Xitchen facilities 8 J14] -1.34 10 7 3 a &
add mazor new_kltchen appliances 11 7 2,33+ 12 11 10 13 10
Other amprovements 16 14 0.48 14 ia 16 10 14
SAMFLE ST4L {1,13%) (414} [269) {149} (146} (68) (500}

SAMPLE

rncomes over the eliqibility Iimits and those

DATA SOURCES Periodic Interviews
t  t-statastic significant at the
* t-statlstie significant at the
** t-~statistic sign:ficant at the

0.10 lewvel.
0.05 jevel,
0.01 level,

All households active at two after enrellment that xeported improvements made by the household, excluding those with enrollment
living in their own homes or in subsadazed housing,
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Table 4=-4
TYPES OF IMPROVEMENTS MADE BY LANDLORDS

ALL ALL MINTMUM MINIMUM MINIMUM PERCENT

EXPERIMENTAL CONFROL STARDARDS RENT LOW RENT HYIGH UNCONSTRAINED OF RENT
TYPES OF IMPROVEMENTS HOUSEHOLDS HOUSEHOLDS t-STATISPIC HOUSEIOLDS HOUSEHOLOS HOUSENOLDS HOUSEUMOLDS HOUSEHOLDS
Guneral rf;modelj.ng 7a 6% 0.520 8% o% 7% 0% 7%
Wark on floors or floor coverings 13 12 0,612 14 11 12 12 14
Electrical work 13 12 0.338‘ 15 13 11 14 12
Install now plumbing or heating faixtures 41 43 -0,570 43 46 18 39 40
Add to or replace heating or air 31 22 -0,2714 20 20 20 19 22
condltionlng system
Interror or axtarior carpentry work 20 2} -0.704 19 20 20 24 19
Blant garden or trees § 5 0,166 4 4 g 0 5
General fixXlng or repairing 56 59 =-1,020 57 54 59 50 56
Interio: palnting Or Daporing 23 18 2.373% 23 22 20 26 23
EXterier paintaing 15 14 0.320 16 14 12 16 15
Plaster interior walls or cerlings 15 13 0,957 17 13 15 13 15
Modernize bath or kitchan facalaties 10 9 0,253 10 10 11 11 9
Add major new kitchen appliances 5 k] 1,589 6 5 7 7 4
Other Lmprovemants 29 29 -0,165 31 32 32 25 27
SAMPLE TZE {1,32%) (477) (307) (187} {176) {84) {589}

SAMPLE  All households active at two years after enrollment that reported improvements made by theix landlords, excluding those with
enrallment ihcomes over the eligability limits and those living in their own homes or in subsidized housing,

DATHA SOURCES Periodic Interviews

* t-statistic sagnificant at the 0.05 level,




98

Takle 4-5
TYPLS OF IMPROVCMENTS MADE BY HCOUSEHOLDS CR LANDLORDS, COMBINCD

ALL ALL MINIMUM MINIMOM MIHTMOM PERCENT
LEAPERIMIENTAL  CONTROL STANDARDS RENT LOW RCHT WICH UNCONSTRATIHED QFF RENT

TYPLS OF I[MPHOVIMENTS HOUSLEAOLDS HOUSEHOLDS  £-STATISTIC HOUSENOLDS  HOUSCUHOLDS  HOUSENOLLS  HOUSEHOIDS HOUSEHOLDS
Gencral remodelaing EES 9% 0 10h S% 2, 7% 8%
Work an floors or floor coverings it 30 ] 30 24 28 28 32
Electrical work 19 20 =-0,562 22 20 i8 17 1B
Install tew plumbing or heating Eaxturas a4 47 -1,062 45 S50 42 48 43
add to or replace heating or anr
wonditionlng aystem 23 24 -0,4B2 23 24 24 19 23
Inlerlor oY exterloxy carpuntry worlh 31 35 -1.831% 32 32 31 29 30
Plant garden or trees 22 24 -0.918 22 22 20 21 24
General fixing or repairing 66 69 ~1,206 67 64 68 62 66
Interior pdinting or papering L3 39 2.141* 67 ¥ 62 3] 63
ExiLerior palnting 18 19 -0,686 20 16 15 15 18
Plaster interier walls or cullings 21 21 0,348 22 22 20 18 24
Modeinize bath or Kitchen facilities 13 14 -0.594 16 13 12 10 13
Add major new hitchen appliances . 1z 8 27780 14 12 13 14 11
aLher 1mprovemants 4 a2 a.647% ki) 36 a8 27 32
SAMPLEC SIZE {1,530) {566) (351) {210} {205) (99) {665)

SAMPLE. All households actave at two years afrer enrallment that reported i1mprovements, excluding those with enrollment incomes over the
eligibalaty limits and those livaing in their own homes or an subsidized housing.

DATA SOURCES. Periodic Interviews,

1 t-slatistie significant at the 0,10 level,
' t-statistre significant at the 0,05 level.
wd  t-stabtistic significant at the 0,01 level.




common types of improvements were those that may have been relatively
simple to perform: general fixing or repairing, reported by roughly 66
percent of all households, and interior painting or papering, reported by
over 60 percent of all households. The least common type of improvements
were those that potentially involved the highest cost: the addition of
major kitchen appliances, modernizing the kitchen or bathroom, general
remodeling, and exterior painting. Nevertheless, over 40 percent of all
households reported that new plumbing or heating fixtures had been
installed, and about 30 percent reported work on flocors and interior or

exterior carpentry.

In summary, improvement activity occurred freguently for all households

and was not strongly affected by the Demand Experiment. Households in all
allowance plans tended to report similar improvement activity and in no

case was one allowance plan consistently the most or least active with
regard to improvement activity. These results are based on all Experimen-
tal households, including some Housing Gap households that never met
requirements (and hence never received an allowance). The following section
examines reported improvement activity for households lakely to have a
strong incentive for improvement activity--Minimum Standards and Minimum

Rent households that failed the requirements at enrollment.

4.2 IMPROVEMENTS REPORTED BY MINIMUM STANDARDS AND MINIMUM RENT
HOUSEHOLDS NOT MEETING REQUIREMENTS AT ENROLLMENT

The analysis in this section focuses on improvement activity reported by
the households analyzed in Chapters 2 and 3: households in the Housing
Gap allowance plans that initially failed to meet their housing require-—
ments. It 1s plausible that these households had the greatest incentive
{from the allowance) to make additional improvements. In particular,
households that upgraded their enrollment units to meet Minimum Standards
or that met Minimum Rent 1n place may report more improvement activity or

different types of activity than their Control counterparts.

Table 4-6 describes improvement activity for Minaimam Standards and Control

households. Iu general, the patterns seen in Table 4~-1 are repeated here.
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Table 4-6

REFORTED IMPROVEMENT ACTIVITY FOR MINIMUM STANDARDS
AND CONTROL HOUSEHOLDS THAT DID WOT MEET REQUIREMENTS AT ENROLLMENT

MINIMUM
STANDARDS CONTROL
IMPROVEMENTS HOUSEHOLDS HOUSEHOLDS t-STATISTIC
TOTAL LANDLORD IMPROVEMENTS
Mean number of lmprovements 2.71 2.50 1.02
{Standard deviation) {(2.92) (2.43)
Percentage of households report-—
ing any landlord improvements 793 78% J.362
(Sample size) (297) (478)
TOTAL HOUSEHOLD IMPROVEMENTS
Mean number of improvements 2.94 3.07 -0.,48
(Standard deviation) (3.69) (3.79)
FPercentage of households report-
ing any household improvements 71% 69% 0.617
(Sample size) (297} {478)
TOTAL IMPROVEMENTSa
Mean nunber of improvements 5.64 5.57 0.22
{Standard deviataion) {4.72) {4.47)
Percentage of househcolds report-~
ing any 1mprovements-. - 91% 9d% -1,420
(Sample size) (297) (478)
COsST OF IMPROVEMENTSb
Mean cost of i1mprovements $98.41 $96,39 0.13
[Median cost of rmprovements] [$192.001] {$18,.75]
{Standard deviaticn) (213.50) (215.09)
¥ (286) (472)

(Sample size)

SAMPLE: Minimum Standards and Control households active at two yvears
after enrollment that failed the Minimum Standards reguirements at enroll-
ment, excluding those with enrollment rncomes over the eligibality limits
and those living in their cwn homes or in subsidized housing.

DATA SOURCES: 1Inxtial and monthly Household Report Forms, Housing
Evaluation Forms, and Periodic Interviews. .

a. Sum of rmprovements made by landlords and households.

b. Total costs pard for by househeold; does not include costs paid

for by landlord.
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The incadence and mean number of landlord, household, and total improvements
ig the same for both groups. Thus, there is again no evidence of any

experimental effect on improvement activity.

Nor do the types of improvements made seem to differ materially for

Minimum Standards and Control households that failed the Minimum Standards
reguirements at enrollment. As shown in Table 4-7, the bulk of households
reporting repairs reported general repairs and anterior painting or wall-
papering. Other categories were stall substantial, ho&ever. Over a guarter
rveported repairs to floors, installation of new plumbing, and general
carpentry. No category was reported by less than 11 percent of the house-
helds. The only significant difference between Minimum Standards and
Control households were in the ancidence of interior painting or papering
and purchase of major kitchen applianceg. Given the nunber of categories

involved, these may well have arisen by chance.

The lack of any apparent difference between Minimum Standards and Control
households that failed requirements at enrollment is especially interesting,
since the results of Chapter 2 suggested that Minimum Standards upgraders,
at least, were induced to make additional improvements. This is confirmed
by Table 4-8 which shows the mean number of improvements and household
costs, broken by whether households ever met Minimum Standards reguirements
and by whether they moved or stayed in their enrollment units. There ave
significant differences between Minimum Standards and Control upgraders in
both the mean number of household@ improvements and the average household
spending for improvements. These are offset in the sample of all house-
holds not meeting requirements by the fact that Minimum Standards households
that failed to meet requirements {and especially those that moved and
failed to meet requirements) had somewhat fewer househeld inmprovements

with a lower mean cost.

While conjectures about the flows among the different categories shown in
Table 4-8 are necessarily speculative, this pattern at least suggests that
the Minimum Standards allowance offer may have led some households that
would have moved to stay and improve their enrollment units instead,

changing the focus rather than the overall level of household improvement

89



Table 4-7

TYPES OF IMPROVEMENTS MADE BY MINIMUM STANDARDS
AND CONTROL HOUSEHOLDS THAT DID NOT MEET REQUIREMENTS AT ENROLLMENT
(COMBINED LANDLORD AKD HOUSEHCLD IMPROVEMENTS)

MIRIMUM

STANDARDS CONTROL
TYPES OF IMPROVEMENTS HOUSEHOLDS HOUSEHOLDS t=STATISTIC
General remodelang 11% 9% 0.998
Work on floors or flocor coverlngs 30 30 ~-03.028
Electrical work 23 20 0.854
Install new plurblng or heating
fixtures 45 49 -1.041
bdd to or replace heating or
air conditioning system 20 23 -1.193
Intericr or exterior carpentry
work 33 35 -0.711
Plant garden or itrees 24 23 0.245
General fixing or repairing 66 69 ~0.668
Interior painting or papering 66 58 ?2.262%
Exterior painting 21 X7 1.328
Plaster interior walls or
cellings 22 22 0.283
Modernize bath or kitchen
facilities 16 15 0.036
Add major new kitchen appllances 14 9 2.229%
Other improvements 36 32 1.212
SAMPLE SIZE (271) {449)

SAMPLE: Minimum Standards and Control houscholds active at two years
after enrollment that failed the Minimum Standards requirements at enroll-
ment and reported rmprovements, excluding those with enrcllment incomes
over the eligibility limits and those Iiving in their own homes or in
subsidized housing. -

DATA SCURCES: Initial and monthly Household Report Forms, Housing
Evaluation Forms, and Periodic Interviews.

*  t-stataistic significant at the 0.05 lewvel.
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Table 4-8

REPORTEDR IHPROVEMERT MCTIVITY FOR MINIMUM STANDARDS AND CONTROL HOUSEHGLDS
THAT DID WOT HEET REQUIREMENTS AT EHRQLLMEINT &Y TWO=YEAR QUTCOME

SHTAYED AND PASSED

FTAYED AND FAILED

MOVED AKD PMSSED

MOVED ARG FAILED

HINIHUH

HINEIMUM

HEIHINUM KINIHUK
STANCARDS  CONTROL STANDARDS  CONTROL STAMDARDE  CUNTRGL STAMOARDS  LOMTROL
IMPROVEMENTS HOUSEHOLDS HOUSEROLDS t-STATISTIC  HOUSEHCLDS NOUSEHOLDS t-STATISTIC  HOUSEHCLDS HOUSEMOLGS t-5TATISTIC  HOUSEMOLDS NIOUSEHOLDS  £-LTATISTIC
TOTAL LANDLORD IMPROVEMENTS .
Mean rumber of improvements 2.68 2,75 =0.13 z i 2.1 -G,20 1 9L .13 .41 3.09 2,82 o 54
[Standarg deviation) (2,33 12 60} (2.,40) [2.40) {3 48} (2.61) (394} (2 403
Fercentaga of households Teporting
any landlord improvemants 788 kEL Q.44 5. TEN =0,17% A iy 1638 Li1) 1Y =1,827%
{Sample plze} {In {361 [l H (224} {65} {51) {7m} {148}
TOTAL HOUSEHOLD 1HMPROVEMENTS
Mean numher of improvements 357 i 2 oae FRE L} 34l o Bs 2,39 1,94 0,87 2-42 3.27 =1 85t
{Standsrd deviationh {4.65) {2,123} (4,26) (4.35) [2.67) (2 89) {3 06) (3,58)
Yoroentaqe of houscholds reparting
any housohold improvementc 0% 64 L3 L Ty —% 632 T 3l 2454 63% fl) =0.562
(Sample Eize) {371 {36} {108} {224} (66} (51} 174] {148}
TOTAL IMPROVEMENTS™
Hean nunboer of improvemants 6.24 4 61 1,57 5.7 5. =0 .06 8.3 4.27 1.47 &.51 6,09 ~5. 83
{Standard deviation} {5.24] {1.48) {4 86} 4.71) (3.40) {4 o0 {5,329} {4 433
rercentage of households reparting
any improvorants B6Y LEL) “9.3132 %1% 88 w3, 24400 1000 a0 1 TE1re an LELY =3 ThEtes
(Sample size) 137 1) (1081 1224} {66] 151 76 {144)
COST OF IHPRDVEHENTSh
Haan cost of lmprovements §l32.38 §41.88 2,3 §83.34 §94.76 =061 $111.24 $42.69 2 o 86,44 $130.405
{Median cast of improvemental [$2¢.5901 [§2.50] {$49.75] [§23 501 {517.00] {$L.00}) {§5.138] 1530.503
{Standard devlstion) {21¢.58) €7T.68) {153.656} (168.00} {248,080} (104.28) (243,98} $309,27)
{Sacple slze) (24} {36} {107} {224} (&5} 149) 73 {145}

SAMBLE: Hloimus Standards and Control houscholds active at two yearc aftox enxgllment that falled the #inlpum Standards reguiremants at
enrollment, oxeluding thoss with enrollmapt Lncoms ovar tha mligihility linits and theas living 1n thedir own homes or in subsidized hovaing,
DATA SOURCES: Initlal and monthly Household Report Forma, Houalng Evaluatlan Foxma, and Perledie Interviews,
4  Sum of improvemests nnde by landlords and houssholda,
b Tho coats paid for by household; doas pot include coats paid for by Iandlord,

t  t-stakiscic aignificant at tha .10 leval
*  peatabistic significant st tho §,05 leval
k#  pemtatistic slgnificant &t tha § 01 level.
pha coatatisvic significant &t the 8.001 level.




activity.l It is alsa, of course, possible that a small effect for up-
graders is simply lost in the larger sample of all households that failed

to meet reguirements at enrcllment,

Tables 4=-9 and 4-10 present 1mprovement data for Minimum Rent and Control
households that failed the Minimum Rent requirement at enrollment.2 The
incidence of improvements iz not significantly different. Both groups of
Minimum Rent households, however, show a mean nuber of household improve-
ments significantly lower than that for comparable Control households.

Why this should be the case 1s not clear. Details of differences for

each type of improvement shown in Tables 4-11 and 4-12 are not significant,
{Cnly one of the 28 comparisons in the two tables 1s significant at the 5

percent level, a result that could well arise just by chance.)

Comparison for subgroups of households defined by whether they eventually
met Minimum Rent regquirements and whether they moved are equally uninforma-—
tive. (See Tables 4-13 and 4-14.) In each group, the Minimum Rent house-
holds have a lower mean number of improvements made by households than do
Contrel households, The differences are only significant, however, for
Minimum Rent househeolds that never met the Minimum Rent requirements {(and
hence never received an allowance payment)., In any case, it seems clear
that the Minimum Rent offer did not induce additional improvements and may

even have reduced them somewhat.

lAs commented in Chapter 2, Control houscholds that did not meet
requirements generally show more household repairs than those that upgraded
or those that moved and met regquirements. This pattern i1s reversed for
Minimum Standards households. What the allowance may have done in shifting
households from either the “stay/fail" or "move/fail" category into
"stay/pass” {(upgrading) was simply to focus the activities of households
that would normally have made a fairly large number of repairs. In parti-
cular, the pattern of Table 4-8 would suggest that households that wonld
have moved (and hence spread improvements over two or more units) were
encouraged instead to stay in theilr enrollment unit and repair the
Mimimum Standards deficiencies there. This sort of interpretation is
haghly speculative, however.

2 .
S1te separate data are contained in Appendix VI.
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Table 4=-9

REPORTED IMPROVEMENT ACTIVITY FOR MINIMUM RENT LOW

AND CONTROL HOUSEHOLDS THAT DID NOT MEET REQUIREMENTS AT ENROLLMENT

MINIMUM
RENT LOW CONTROL
IMPROVEMENTS HOUSEHOLDS HOUSEHOLDS t-STATISTIC
TOTAL LANDLORD IMPROVEMENTS
Mean number of improvements 2.50 2,29 0.82
(Standard deviation) (2.18) T (2.24)
Percentage of households report—~
any landlcord improvements 80% 76% 0.889
(Sample size) {97 {2792}
TOTAL HOUSEHOLD IMPROVEMENTS
Mean number of improvements 1.79 2.78 -2,85%%
{Standard deviaticn) (2.49) (3.93)
Percentage of househclds reporte
119 any household improvements 58% 64% -1,139
(Sample size) {(97) (279}
TCOTAL IMPROVEMENTSa
Mean number of 2mprovements 4,30 5.07 -1,90t
{Standard deviation) (3.03) (4,45}
Percentage of households report-
ing any improvements 93% 22% 0.098
{Sample size) {(97) (279)
CO5T QOF IMPROVEMENTSb :
Mean cost of improvements $53.88 $71.04 ~1.06
[Median cost of i1mprovements] [$5.00] [510.25]
(Standard deviation) (126.51) (155.84)
(93} (277}

(Sample size)

SAMPLE: Minimum Rent Low and Control households active at two years

after enrollment that failed the Minimum Rent Low reguirements at enrollment,
excluding those with enrollment incomes over the eligibilaty limats and
those living i1n their own homes or in subsidized housing. .

DATA SOURCES: Initial and monthly Household Report Forms and Periodic
Interviews.

a. Sum of improvements made by landlords and households.

b. Total costs paid for by household; does not include costs paid for
by landloxd.

¥ t-statistic significant at the 0.10 level.

*% t-gtatistic significant at the 0.01 level.
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Table 4-10

REPORTED IMPROVEMENT ACTIVITY FOR MINIMUM RENT HIGH

AND CONTROL EHOUSEHOLDS THAT DID NOT MEET REQUIREMENTS AT ENROLLMENT

MINIMUM
RENT HIGH CONTROL
IMPROVEMENTS HOUSEHOLDS HOUSEHOLDS £-=STATISTIC
TQOTAL LANDLORD IMPROVEMENTS
Mean number of'lmprovements 2.67 2.51 0.66
{standard deviation) {2.,78) (2.42)
Percentage of households report-
ing any landlord improvements 773 79% -0.561
{Sample size) (168) (436)
TOTAL HOUSEHOLD IMPROVEMENTS
Mean number of i1mprovements 2.51 3.06 -1.88%
{Standard deviation) (2.92) (3.78)
Percentage of households report-
ing any household improvements 64% 70% =1.277
{(Sample size) (168) (436)
TOTAL IMPROVEMENTS
Mean number of 1mprovements 5.18 5,57 -1.01
(Standard deviation) (4.07) (4.43)
Percentage of households report—
1ng any improvements 90% 94% =-1.667+
(sample size) (168) {436)
COS8T OF IMPROVEMENTéb
Mean cost of i1mprovements $82.51 596,41 -0.82
[Medzan cost of improvements] i$21.00] [$12.,50]
{Standard deviation) {169.36}) (219.60)
(164) (430)

{Sample size)

SAMPLE: Minimum Rent High and Ceontrol househelds active at two years

after enrollment that failed the Minimum Rent High requirements at enrollment,
excluding those with enrolliment incomes over the eligibality lamits and those
living in thelr own homes or in subsidized housing.

DATA SOURCES: 1Initial and monthly Household Report Forms and Pericdic
Interviews.

a, Sun of improvements made by landlords and households.

b, Total costs paid for by household; does not include costs paid for

by landlord.
Tt t-statistic significant at the 0.10 level.
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Table 4-11

TYPES OF IMPROVEMENTS MADE BY MINIMUM RENT LOW . -
AND CONTROL HOUSEHOLDS THAT DID NOT MEET REQUIREMENTS AT ENROLLMENT
(COMBINED LANDLORD AWD HOUSEHOLD IMPROVEMENTS)

MINTIMUM

RENT LOW CONTRCL
TYPES OF IMPROVEMENTS HOUSEHOLDS HCUSEHOLDS t=STATISTIC
General remodellqg 9% 10% -0.330
Work on flcors or fleoor coverlings 18 26 -1,501
Electrical work 18 18 -0.085
Install new plumbing or heating
fixtures 44 46 -0.279
Add to or replace heating or
ailr conditioning system 24 23 0.231
Interior or exterior carpentry
work 29 35 -1.106
Plant garden or trees 7 i8 =2.544*
General fixing or repairing 60 68 -1.343
Interior painting or papering 53 53 0.066
Exterior painting 13 14 -0.,.166
Plaster interior walls or
ceilings 19 20 -0,185
Modernize bath or kitchen
facilities 12 17 -1.076
Add major new kitchen appl:iances 11 8 0.862
Other improvements 32 29 0.553
SAMPLE SIZE {90) {258)

SAMPLE: Minimum Rent Low and Control households active at two years
after enrollment that failed the Minimum Rent Low requirements at enrollment
and reported improvements, excluding those with enrollment incomes over the
eligibility limits and those living in their own homes or in subsidized
housing.

DATA SOURCES: Initial and monthly Household Report Forms and Periodic
Interviews.

* t-statistic significant at the 0.05 level,
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Table 4-12

TYPES OF IMPROVEMENTS MADE BY MINIMUM RENT HIGH
AND CONTROL HOUSEHOLDS THAT DID NOT MEET REQUIREMENTS AT ENROLLMENT
{COMBINED TANDLORD AND HOUSEHOLD IMPROVEMENTS})

MINIMUOM

RENT HIGH CONTROL
TYPES OF IMPROVEMENTS HOUSEHOLDS HCUSEHOLDS t~STATISTIC
General remodeling 10% 10% -0.035
Work on floors or floor coverings 27 29 -0.487
Electracal work 20 21 -0,389
Install new plumbing or heating
fixtures 42 48 -1.330
244 to or replace heating or
air conditionlng system 24 24 -0.148
Interior or exterior carpentry
work 30 36 ~-1,420
Plant garden or trees i8 21 —-0.656
General fixing or repairing 70 69 0.182
Interior painting or papering 59 57 0.298
Exterior painting 19 18 0.244
Plaster interior walls or
ce1lings 21 21 -0.052
Modernize bath or kitchen
facilities 14 15 =0.299
Add major new kitchen appliances 11 g 0,787
Other i1mprovements 38 32 1.337
SAMPLE SIZE {152) (411)

SAMPLE: Minaimum Rent High and Contrel households active at two vears
after enrollment that fazled the Minimum Rent High requirements at enroll-
ment and reported improvements, excluding those with enrcollment incomes
over the eligability lamits and those living in their own homes or in
subsidized housing.

DATA SOURCES: Initial and monthly Household Report Forms and
Periodic Interviews,

- 96



Table 4=13

REFORTED IMFROVEWENT ACTIVITY FOR MINIMUM RENT LOW AND CONTROL HCOUSEHOLDA
THAT DID HOT MEET REQUIREMEHTS AT ENRCLLMFNT AY TWC-YEAR OUTCOMES

STAYED MND PASSED STAYED AND FAILED HOVED AMG PASSED HOVED AND PAILED
HINYMUM HINDUH MIYIMUK MINTHGY
REHT LoW CONPROL FENT LOW  GONTROL HENT LOA  CUNTROL RENT LOW CONTROL
INPROVEMENTS HOUSEROLDS  NOUSEMOLDS  £-STATISTIC  HOUSEHOLDS HOUSEHOLDS E~STATISTIC  KOUSEHOLDS HOUSEROLDS €-STATISTIC  HOUSEHOLDS HOUSEHOLDE  t-STATISTAS
TOTAL LAMDLORD IMPROVEMENTS
Hean nunber of AMprovemsnts i 21 o.808 2403 2,17 ~0, 36 27 2,71 0,12 2,00 R.22 -0 32
{standard deviation} 12.38) {2 15} (1,88F [2.19}) (2,34) {2.36) (1.6 {2.31]
¥ age of h holds reporting
sny landlord improverments [:T:1 6y Q.87 3 54 =0.171 aas ars 0,195 8y 5% 0.307
{Sample slze) (16} {21) (30) [TREN] {42} (58} i £33
TOTAL HOUSEHOLD YHPROVEHENTS
Hean nunkesr of improvements L4 305 ~1,16 1,73 imn =2,10% 2,05 Fa ] -1,18 0.56 2,42 -3 337
(Standerd deviastion) (2. 240 [3.56) (2,29) [4 51} (2,68} (3 m 1.1 (3.2
P tage of I holds veporting
0 any household improvementa 9% als =0,958 57 63 -0 615 ¥4 L1 1) =0.370 22 594 =2.082r
-
(Sample Eizcl [18) {21} 30} 1139} (434 (58} (3} 159}
TOTAL IMPROVEMENTS®
Mean nurbst of improvements 4,94 5 1 ~0.29 397 5 09 -2 204 4 ax S.48 -0.85 2 56 4.64 -2 8qne
{Standard deviation) (3,24) 3 72 (ERH [4.64) (3.42) 4.49) (267 (3,71
Percentage of households reporting
any iwmprovements ET]Y 1004 ~1,157 g3 San -0 040 EELY 804 0,550 a9 504 -0 a2
{Sample sire) {16} (21) (30} (L33} (42} {58} L3 (5@
COST OF INZROVEMENTSD
Mean ost of Lmprovomants 554 12 $100,52 =111 $65.37 $30 1 0,18 $54,82 $95 58 -2 $5 75 $40 &6 ~3,40
[Median cost of improvemants] [$20.50] {§32.00] [51.50] 1§10 501 [§3,00] 1$15.001 {$1.00) (51 231
[Standard dovistion) 184.65] {16568} 1130.94) 1156,92) (145,63} {206, 49) {14,00) (69,02}
(Sample size) {16) 2n 130 1138) {39) 37 (a) (59)

SAHPLE: MLnimun Rent Low and Control houssholds active at two ydarn afeey anrcollment that falled the Minkpum Rent Low paquirements at
envollment, excluding thoss with snroilment incomes over the aligibility limite and those Living in thelr own homes or in subsldized housing.

CATA SOURCES: Initial and monthly Household Report Forme and Poaziodic Intorviows.

a Sum of improvementa made by landloxds and housshplds.

b, Total costs paid fa@ by houssholds doos not ilnclude costs pald for by landlexd

*  t-stacistic significant at tho 0.05 lavel

s gpeatakintic significant at the .01 leval.




26

Table d-l4

REPORYTED IHPROVEMENT ACTIVITY FOR MINTMUM RENT HIGH AND CONTRCL HOUSEHOLDS

THAT DID HOT HEET REDUIREMENTS AT ENROLLIMENT BY TWO-YEAR OUTCONES

STAYED AND PASSED STAYED AND FATLED HOVID AND PASSED KOVED AHB FATLED |
HINIHUM MENTHUM HINEMM HINTMuM
REMT WIGH  CONTROL ' AENT HIGH CONTROL RENT HIGH CONTROL RENT HIGH  CONTROL
IMPROVEHENS

HOUSEIOLOY  HRISEHOLDE  E-STATISTIC HOUSEHQIDS  HOUSFKILDS

t~STATISTIC  HOUSEROLDS HOUSEHOLDS

E-STATISTIC

RQUSEHOLES HOUSEROLDS

E=3TATISTIC

TOTAL LANDLORD IMPROVEMENTS

#Hean number of [mprovements
IStapdard deviation)

pereancage of houscholds raporeing
any londlerd improvescnts

(Sarpie slze}

TOTAL ROUSEHOLD IMPROVEMENTS

Mean numpnr of Impravermnka
[Standard deviavion)

I age of h halds reportly
any hausehold irprovemancs

{Sample size}

TOTAL IMPROVEMENTS®

#ean qusber of ixprovements
{Stardard daviaclon}

Percentage of households roporelng
ALY AAPEoVATEALL

[{Sampie slze)

CCST OF I#!P?-O\'EMENTSb

Hean cost of amprovements
[Medlan cost of iopravemants)
{Standard deviacion)

[sample slze}

2B 136 -0 42 227 2 %
{31 gy {2 783 iz 32 {2 33}
SO L rid =2 BOGEF il 75

{16} (25} LR 1225}

1 BY 168 -1 7 2 44 319
{2 88} (3 10) (z 7 (& 22}
30n 3iv =2 806 ¥4 694

(10} (251 473) {223)

4 6D 7 04 -1 32 4 71 5 48
{5 34 (3 78) (3,30) (4 62)
T ) 1904 =31 BE4r+ Eoy 5y
{10} {3%) (18 {225}
87 &0 118 28 ~.52 564,62 $BT 86
1§54 09) (550,75} [530 251 {§20 Q3]
(340,48} (182 93) (108,46} {162 93}
[§0)] [2%) {72 f22a)

=0 05 3N

13 o)

-0 14 o2

{49}

-1.75¢ 3.04

i3 51}

-0 352 €5%

4

-1 8% 6,75

14,93}

-0 837 b1

149)

=% ¥ 130 M
[522 00

{264 80)
an

255

12 {4

BON

{56}

13 3

Tie

{56}

{4, 30}

a1

[S6)

$15%.08%
£529 G0}
{134 39)

{53

2 1is

1 666+

-0 23

-0 672

1.524

=0 44

03

12,047

T6h

(M)

2,26

2 29

£5%

(34}

4,29

{1, 26]

B

(14)

§56,72
{§22.50]

{31 5%)
132}

.7

13 563

¥ 1)

{125)

{3 23}

119

{1250

{d 28}

4%

fL25)

§84.07
1518 go)
{211 98]

(1243

=1.73¢

=0 857

-8 92

=g 088

-1 73+

~1,0636

SAMPLE: inibum Rent High and Control housecholds sctive at twe years aftor snccllmont that Ealled tha Minicum Rent High requirements ae
enrollnent, excluding those with eprollmént Luncemes ovar the ellgibility 1imika and those llving in thelr own homes or in subaldized heousing

TATA SOURCES Inlklal ané ponthly Household Repocrt Fosms and Pericdle Intoxvioes
a Sum of Lmproveaménts made by landierds and housohoalds

h. Total coats paid for by househald; doss nok include costs paid for by landiord
+  t-statistic signiflcant at the O 10 leveld

n t-statigsic atgnaflcant at the O 05 lavel,

#+ g-seatiebic algnificant at the ¢ 4] loval




4.3 SUMMARY

The housing allowance did not induce Experimental houscholds to engage in
moxe improvement activity than they otherwise would have. However, given
that the sample is low-income renter households, the extent of reported
improvement activity 1s striking. Almost all households reported some
activity, most of it undertaken by both the housecholds and landlords. The
level of household effort involved is also impressive: over two-thairds

of the households participated in improvement activity and contributed an

average of $132 in out-of-pocket expenditures.

Mainimum Standards and Minimum Rent households that initially failed the
requirements also do not appear to have been induced to 1ncrease theirx
normal improvement activity. There 1s some evidence that Minimum Standards
upgraders did undertake more improvements than similar Control households,
Given the lack of any overall effects for Minimumm Standards households,
however, this may reflect focusing nomal repair efforts on Minimum
Standards deficiencies, rather than an increase in the overall level of
improvement activity. Minimum Rent households that did not meet require-

ments appear, 1f anything, t0 have reduced their improvement activity.
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APPENDIX I
DESIGN OF THE DEMAND EXPERIMENT

This appendix presents a brief overview of the Demand Experiment's purpose,

data collection procedures, experimental design, and sample allocation.

I.1 PURPOSE OF THE DEMAND EXPERIMENT

The Demand Experiment 1s one of three experiments established by the U.5.
Department of Housing and Urban Development {HUD) as part of the Expexi-
mental Housing Allowance Progra‘m.l The purpose of these experiments 1s

to test and refine the concept of housing allowances.

Under a housing allowance program, money 1s given directly to individmal
low—1ncome households to assist them 1n ¢btaining adequate housing. The
allowance may be linked to housing either by making the amount of the
allewance depend on the amount of rent paid or by regquiring that house-
holds meet certain housing reguirements in order to receive the allowance
payment. The inaztiative 1n uasing the allowance and the burden of meeting
housing requirements are therefore placed upon households rather than upon

developers, landlords, cor the government.

The housing allowance experiments are intended to assess the desirability,
feasibility, and appropriate structure of a housing allowance program.
Housing allowances could be less expensive than some other kinds of housing
programs. Allowances permit fuller utiligation of existing sound housing
because they are not tied to new construction. Housing allowances may
alsc be morec equitable. The amcunt of the allowance can be adjusted to
changes in inceome without forcing the household to change units. House-
holds may also, 1f they desire, use thelir own resources (either by paying
higher rent or by searching carefully) to obtain better housing than 1s
requrred to gualify for the allowance. As long as program reguirements
are met, housing allowances offer households considerable choice 1n
selectaing housing most appropriate to their needs--for example, where

they live {(opportunity to lacate near schools, near work, near friends

The other two experiments are the Housing Allowance Supply
Expermment and the Administrative Agency Experiment.
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or relatives, or toc break out of racial and sociceconomic segregation)

or the type of unit they live in (single-family or multifamily). Fanally,
housing allowances may be less costly to adminaster. Program requirements
need not 1nvolwve every detarl of participant housing. The burden of
cbtaining housing that meets essential requirements 1s shifted from

program administrators to participants.

These potential +advantages have not gone unguestioned. Critics of the
housing allowance concept have suggested that low-income households may
lack the expertise necessary to make effective use of allowances; that
the increased supply of housing needed for special groups such as the
elderly will not be provided without direct intervention; and that an
increase 1n the demand for housing without direct support for the con-
struction of new units could lead tc a substantiaal inflation of housang

i
costs.

If housing allowances prove desirable, they could be implementaed through
a wide range of possible allowance formulas, housing requirements, non-
financial support (such as counseling), and admin:istrative practlces.
The choice of program structure c¢ould substantially affect both the

program’'s costs and impact.

The Demand Experiment addresses i1ssues of feasibility, desairabalaty, and
appropriate structure by measuring how individual households (as opposed
to the housing market or administrative agencies) react to wvarious allow-
ance formulas and housing standards requiremeants. The analysis and

reports are designed to answer six policy guestions:

1. Participatich

Who participates in a housing allowance program? How does
the form of the allowance affect the extent of participation

for wvaricus households?

2. Housing Improvements

Do households that receive housing allowances improve the

quality of their housing? At what cost? How do households

1
The 1ssue of inflation is being addressed directly as part of

the Housaing Allowance Supply Experiment.



that receive a housing allowance seek to improve their

housing-~-by moving, by rehabilitation? Wath what success?

3. Locational Cholce

For participants who move, how does their locational choice
compare with existing residential patterms? Are there non-

financial barriers to the effective uge of & housing allowance?

4. Adminigtrative Issues

What administrative issues and costs are invoelved in the

implementation of a housing allowance program?

5. Form of Allowance

How do the different forms of heusing ailowance compare in
terms of participation, housing quality achieved, locational

choice, costs (including administrative costs), and equity?

6. Comparison with Other Programs

How do housing allowances compare with other housing programs
and with income maintenance in terms of particapaticn, housing
quality achieved, locational cholce, costs (including adminis-

trative costs), and equaty?

The Demand Experiment tests alternative housing allowance programs to

provide informaticn on these policy issues. While the experiment 1s

focused cn household behavior, it also offers data on program administration
to supplement infermation gained through the Administrative Agency Experilment.
Finally, the Demand Experament gathers direct information on participants

and housing cenditions for a sample of households 1n conventional BUD-

assisted housing programs at the two experimental sites for comparison

with allowance recipients.

1.2 DATAZ COLLECTION

The Demand Experament was conducted at two sites--Allegheny County,
Pennsylvania (Pittsburgh), and Maricopa County, Arizona (Phoenix).
HUD selected these two sites from among 31 Standard Metropolltaﬁ
Statistical Areas (SMSAs) on the basis of their growth rates, rental




vacancy rates, degree of racial concentration and housing costs.

Pittsburgh and Phoenix were chosen to provide contrasts between an
older, more slowly growing Eastern metropelitan area and a newer,
relatively rapidly growlng Western metropolitan area. In addation,
Pittsburgh has a substantial black minority and Phoenix a substantial

Spanish American minority population.
Most of the information on particaipating households was cocllected from:

Saseline Interviews, conducted by an independent survey cpera-
tion befors households were offerad enrollment;

Initial Household Report Forms and monthly Household Report
Forms, completed by participating households during and aftex
enrollment, which provided operating and analytic data on
bousehold size and income and on housing expenditures.

Supplements to the Household Report Forms, completed annually
by participating households after enrollment, which provide
data on assets, income from assets, actuzl taxes paid, incoms
from self-smployment, and extracrdinary medical expenses;

Payments and status datz on each household maintained by
the site offices;

‘Housaing Evaluaticn Forms, completed by site offrce evaluators
at least once each year for every dwelling unit cccupied
by participants, which provide information on housing quality;

Periodic Interviews, conducted approximately six, twelve,
and twenty-four months after enrsllment by an independent
survey aperatiocn; and

Exit Interviews, conducted by an independent survey operation
for a sample of households that declined the enrollment offer
or dropped out of the program.

Surveys and housing evaluations were alsc administered to a sample of

participants 1n other housing programs: Public Housing, Section 23/8

Leased Heusing, and Section 236 Interest Subsidy Hous;ng.'

Since househelds were enrclled throughout the first ten months of
cperations, the operational phase of the experiment extended over
naarly four years in total. Analysis will be based on data collected
from households during their first two years after enrollment in the

axperiment. The experimental programs were continued for a third year
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in order to avoid confusion between participants' reactions to the
experimental offers and their adjustment to the phaseout of the
experiment. During their last year in the experiment eligible and

interested households were aided 1n entering other housing programs.

I.3 ALLOWANCE PLANS USED IN THE DEMAND EXPERIMENT

The Demand Experiment tested a number of combinations of payment formulas
and housing requirements and several variations within each of these
combinations. These varrations allow some possible program designs to
be tested directly. More importantly, they allow estimation of key
responses such as participation rates and changes in participant housing
in texms of basic program parameters such as the level of allowances;
the lewvel and type of housing requirements; the minimum fraction of

i1ts own income that a household can be expected to contribute toward
housang:; and the way in which allowances vary with household income

and rent. These response estimates can be used to address the policy
questions for a larger set of candidate program plans, beyond the plans
directly tested. 1

Payment Formulas

Two payment formulas were used 1n the Demand Experiment--Housing Gap

and Percent of Rent.

Under the Housing Gap formula, payments to households constitute the
difference betwean a basic payment level, C, and some reasonable fraction

of family aincome. The payment formula i1s:
P=C=-D0bY

where P 1= the payment amount, C 1s the basic payment level, "b™ 1s the

rate at which the allowance is reduced as income 1ncreases, and Y 1s

lThe hasic desaign and analysis approach, as approvad by the HUD
Office of Policy Development and Research, is presented in Abt Assoclates
Inc., Experimental Design and Analysis Plan of the Demand Experinent,
Cambridge. Mass., August 1973, and in Abt Associates Inc., Summary
Evaluation Design, Cambridge, Mass., June 1973, Details of tha operating
rules of the Demand Experiment are contained in 2bt Associates Inc.,
Site Cperating Procedures Handbook, Cambridge, Mass., Aprail 1973.




the net family 1ncome.1 The basic payment level, C, varies with household

size, and 1s proporticnal to C¥, the estimated cost of modest exasting
standard housing at each sxte.2 Thus, payment under the Housing Gap
formula can be interprated as making upe the difference between the cost
of decent housing and the amount of 1ts own income that a househeold

should be expected to pay for hous:.ng.3

Under the Percent of Rent formula, the payment is a percentage of the
houseghold's rent. The payment formula 15:

P = aRk

where R 1s rent and "a" is the fraction of xent paid by the allowance.
In the Demand Experiment the value of "a" remained constant once a

4
heousehold had been enrciled.

Housing Requrrements

The Percent of Rent payment formula is tied directly to rent: a house-
hold's allowance payment 1S proportional to the total rent. Under the
Housing Gap formula, however, specific housing requirements are needed to
tie the allowance to housing. Two types of housing requirement were

used: Minimum Standards and Mainimum Rent.

lIn addition, whatever the payment calculated by the formmla,

the actual payment cannot exceed the rent paid.

2The housing cost parameter, C*, was established from estimates
given by a panel of qualified housing experts in Pittsburgh and Phoenix.
For more detalled discussion regarding the deravation of C*, refer to
bt Asseciates Inc., Working Paper on Earlvy Findings, Cambridge, Mass.,
January 1975, Appendix ITI.

il

3As long as their housing met certain requirements {discussed
below) , Housing Gap households could spend more or less than C* for
housing, as they desired, and hence contribute more or less than "b"
of their own inceme. This 1s 1n contrast to other housing programs,
such as Section 8 (Existing}.

4Flve values of "a"” were used 1n the Demand Bxperiment. Once a
family had been assigned i1ts "a" wvalue, the value generally staved
constant in order to axd experamental analysis. In a national Percent
af Rent program, "a™ would probably vary with income and/or rent. Even
i the experiment, 1f a family's income rose beyond a certain point, the
value of "a" dropped rapidly to zero. Similarly, the payment under
Percent of Rent could not exceed C* (the maximum payment under the modal
Housing Gap plan), which effectively limited the rents subsidized to
less than C*/a.
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Under the Min:mum Standards requirement, participants zeceaved the

allowance payment only 2f they cccupied dwellings that met certain
physical and occupancy standards. Participants occupying units that
did not meet these standards either had to move or arrange to improve
their current units to meet the standards. Participants already living
in housing that met standards could use the allowance to pay for better
housing or to reduce their rent burden (the fraction of income spent

on rent) in their present units.

If housing quality 1s broadly defined to include all residential services,
and 1f rent levels are highly correlated with the level of services, then
a straightforward housing requirement {one that 1s relatively 1nexpensive
to admnister} would be that recipients spénd some minimum amount on
rent. Minimum Rent was considered as an alternative to Mainimum Standards
in the Demand Experiment, in order to cbserve differences in rasponse

and cost and to assess the relative merits of the two types of require-
ments. Although the design of the experiment used a2 fixed minimm

rent for sach household size, a direct cash assistance program could
employ more flemible structures. For example, some features of the
Percent of Rent formila could be combined with the Minimum Rent require-
ment. Instead of receiving a zerp allowance 1f thexir rent 1s less than
the Minimum Rent, households might be paird a fraction of their allowance
depending on the fraction of Minimam Rent paid.

Allowance Plans Tested

The three combinations of payment formulas and housing requirements
used in the Demand Experiment were Housing Gap Minimum Standards,
Housing Gap Minimum Rent, and Percent of Remt. A total of 17 allowance
plans were tested.

The twelve Housing Gap allowance plans are shown in Table I-1. The
fizst nine plans include three variations in the basic payment level,

C (1.2C*, C*, and 0.8C*) and three variations in housing requirsments
(Minimum Standards, Minimum Rent Low (0.7C*}, and Minimm Rent Haigh
(0.9C*)) . The value of "b"--the rate at which the allowance is reduced

4s 1income lncraases--is 0.25 for each of these plans. The next two



plans have the same level of C (C*) and use the Minimum Standards Housing
Requirement, but use different values of "b". In the tenth plan the
value of *B" 15 0.15, and in the aleventh plan, 0.35. Finally, the
twelfth plan 1s unconstrained, that is, it has no housing requirement.
This unconstrained plan allows a direct comparison with a general income-—

transfer program.

Eligible households that did not meet the housing requirement were still
able to enroll. They received full payments whenever they met the
requirements during the three years of the experiment. Even before
meeting the housing requirements, such households received a cooperation
payment of $10 per month as long as they completed all reporting and

interview requirements.

Within the Housing Gap design, the average effects of changes in the
allowance level or housing reguirements can be estimated for all the
major éesponses. In addition, interactions between the allowance level
and the housing requirement can be assessed. Responses to variatieons
in the allowance/income schedule (changes in "B") can be estimated for
the basic combination of the Minimum Standards housing requirement and

payments level of C*,

The Percent of Rent allowmnce plans consist of five variations in "a“

{the proporticn of rent pard to the household), as shown in Table I-—l.l

A demand functicn for housing is estimated primarily from the Percent aof
Rant cbservatzons. Demand functicns describe the way in which the amount
pecple will spend on housing 1s related to their income, the relative
price of housing and octher goods, and various demegraphic characterastics.
Such functions may be used to simulate response to a variety of possible
rent subsidy programs not directly tested within the Demand Experiment.
Together with estimates of supply response, they may also be used to
simulate the change in market prices and housing expenditures over time

due to shifts in housing demand or costs.

lDe51gnatlon of multiple plans for the same "a" value reflects
an early assignment convention and dees not indicate that the households
in these plans were treated differently for either payment purposes or
analysis.



Table I-1

ALLOWANCE PLANS TESTED

HOUSING GAP: (P = C - bY, where C1s 2 muluple of C*)

HOUSING REQUIREMENTS
Minmimum Mimmum Rent | Muimmum Rent | No
b VALUE | C LEVEL Standards Low=(.7C* High = 3.9C* Regquirement
b= 0,15 c* Plan 10
1.2C* Plan 1 Ptan 4 Plan 7
b=0.25 c* Ptan 2 Plan 5 Plan 8 Ptan 12
9.8Cc* Plan 3 Plan 6 Plzn 9
b=0Q3% c* Plan 11
Symbols: b = Rate at which the zliowance decreases as the income increases.
C* = Basic payment level {varted by family size and aiso by sitel
PERCENT OF RENT (P =3R) .
a=0.8 3a=0.- a=04 a=03 a=02
Plan 13 Ptans 14 - 16 Plans 17 - 18 Plans 2G - 22 Plan 23
CONTROL: With Housing  Without Housing
Information Information
Plan 24 Ptan 25
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Control Groups

In addition to the various allowance plans, control groups were necessary
it order to establish a reference level for responses, since a number

of uncontrelled factors could alse induce changes in family behavior
during the course of the experzment. Control households raceived a
cooperation-payment of $10 per month. They reported the same information
as families that received allowance payments, including household
composition and income; they permitted housang evaluations: and they
completed the Baseline Interview and the three Pericdic Interviews.
(Control families were paid an additional 325 fee for esach Pericdic
Interview.)

.

Two control groups were used in the Demand Experiment. Members of one
group (Plan 24) were offered a Housing Information Program when they
Jorned the experiment and were paid $10 for each of five sessions attended.
{This program was also offered to households enrolied in the expearimental,
allowance plans but they were not pard for their attendance.) The other

Contzol group (Plan 25) was not offered the Housaing Information Program.

All the households in the various allowance plans had to meet a basic
income eligibility requirement. This limit was approximately the income
level at which the household would receive no payment under the Housing
Gap formula:

Income Eligibilaity Lamit = 535

In addition, households in plans with lower payment lewvels (Plans 3, 6,
9 and 11) had to have incomes low encugh at enrsllment to receive
payment under these plans. Finally, eonly households with incomes in
the lower thaird of the eligible population were eligible for enrollment
in Plan 13, and 6nly those i1n the upper two-thirds were eligible for
Plan 23.

L.4 FINAL SAMPLE

Final analysis of the impact of the housing allowance will be based on

the first two years of experimental data. Thus, the Xey sample size
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Tabie I-2
SAMPLE SIZE AFTER TWO YEARS

HOUSING GAP' (P =C - bY, where C1s 2 multple of C*)

HOUSING REQUIREMENTS
Mimmum Minimum Rent | Mimmum Rent | No
b VALUE | C LEVEL Standards Low = 0.7C* High = 0.9C* HRegquirement
Plan 10
b=0,158 c* PIT =458
PHX =36
Plan 1 Plan 4 Plan 7
1.2C* PT =233 PIT=34 PIT =30
PHX =30 PHX = 24 PHX =30
Flan 2 Plan & Plan 8 Plan 12
b=0.28 c PIT=42 PIT=50 PIT =44 MY =83
PHX =38 PHX =39 PHX =44 PHX = 40
Plan 3 Plan 6 Plan 9
0.8c* PIT =43 PIT =44 T =43
PHX = 38 PHX =35 PHX =35
Plan 11
b=0.35 c* PIT = 41
PHX =34
Total Housing Gap 512 househoids in Prittsburgh, 421 households in Phoenix.
Symbals* b = Rate at which the aliowance decreases as the income increases.
C* = Basic payment level {vanied by family size and also by sita)
PERCENT OF RENT (P =aR)
a=0.6 a=05 a=04 3=02 2a=02
Plan 13 Plans 14 - 16 Plans 17 - 19 Pians 20 - 22 Plan 23
PIT=28 PIT = 109 MT=113 PiT =92 PIT = 65
PHX = 21 PHX = 81 PHX =66 PHX =84 PHX =48

Totaj Percent of Rant 407 households in Pittsburgh, 298 households 1in Phoenix,

CONTROLS.

!
I

With Housing  Without Housing
Information Information
Plan 24 Plan 25
PIT = 158 PIT = 1682
PHX =137 PHX =145

Total Controls: 321 housaholds tn Pittsburgh, 282 houseitolds in Phoenix.

NOTE This sampls ncludes houssholds that werg active, aithough not necessanly recenang payments, after two
years of snrollmant noussholds whosa entollment income was above the ehigibiiity himts or thar moved 1nto sub-
sidrzed hausing or therr own homes are excluded, While data on the excluded households may be