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PROCEEDI NGS

M5. WACHTER: Welcone all again. It's a
pl easure to have you all here for this dinner. The
Secretary had one request of Bill and | when we put this
together and that is that we have the best and the
brightest and | believe we do. W have al so besides the
best and the brightest fromthe world at |arge, we have
| eaders fromHUD with us. And | do want to take a noment
to introduce you to the audi ence and pl ease stand up

W have Assistant Secretary for Public and
I ndi an Housi ng, Harold Lucas, with us, ny colleague. And
we have ny coll eague fromthe Center for Conmunity and
Interfaith Partnerships, the Director, Father Harkela.
Pl ease stand up. And we have the Director of the Hope 6
project - office | should say - El eanor Bacon please. And
unfortunately, because of all the activity on the HIIl, we
do not have Cardell Cooper. But we do have - tonight we
have who you' ve already seen in action, our Assistant
Secretary and FHA Conmi ssioner who is not only the best
and brightest fromacadem a. But as a manager, he has no
peer .

So in a nonment, Bill Apgar will step up to
i ntroduce our Secretary who will be here in a noment.
Thank you.

MR. APGAR: So greetings all. | have had a good
afternoon of discussion. And nowit's ny pleasure to
i ntroduce HUD Secretary Andrew Cuonb. As is the HUD way,
we coul d go through the biography of our distinguished
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Secretary, go over the usual history. He was the founder
of the founding enterprise for the less privil eged, HELP
America's largest provider of transitional housing for
honel ess. That's the fact. The interesting tidbit nakes
himthe first HUD Secretary that ever built housing.

Now, as the first FHA Conmi ssioner that never
built anything, | appreciate that because it brought a
uni que insight to himto understand what it is to be like
on the other side of the whole pack of us governnent
bureaucrats and understand the way of a business
transaction. | could also tell you how President Cinton
asked himto join the administration to bring his unique
bl end of public and private sector experience to
government. |In 1993, he appointed himto be Assistant
Secretary for Comunity Planning and Devel opment. His
activities there made a substantial mark. His efforts to
devel op a conti nuum of care for honel ess assi stance, set
the standard for our provision of assistance to honel ess
famlies. One, the Harvard's prestigious innovations and

government award. | was not second prize. But it was an
enornously conpetitive activity, literally thousands and
t housands of applications. | sat next to the room where
they cane in. | think that year 3,000 applications were

all over the country. And HUD was di stingui shed and
Secretary Cuonp was honored with his innovations and
government work for his effort on the continuing of
honel ess assi st ance.

Shortly after the 1996 el ection, of course,
Secretary Cuonp was pronpoted to his current job and he
went putting HUD s house in order. You've heard a little
bit throughout the day of our managenent reformefforts
because we're so proud of it. Wat we hadn't told you, of
course, is that widely recognized by a whol e range of
i ndependent groups, Price Waterhouse, Booz, Allen, who
have prai sed HUD as a nodel of governnent reinvention

So | could tell you these things about Secretary
Cuormo in his effort to lead the charge in support of |ow
and noderate i ncone fol ks, poor and di sadvantaged citizens
within the admnistration. But 1'd |ike to say sonethi ng
alittle nore personal than the standard bi ography
mat eri al

Truly, the last three years have been the nost

amazi ng experience in ny life. As | nmentioned, | cane
here as an acadenmic. And | had ideas of policy. | had
i deas of planning. | hadn't had a |l ot of practica

experience. And interacting with the Secretary has been

one of the nobst anazing experiences of ny life.

| got thrown into the middle of najor HUD reform
initiatives. And let nme tell you, if you don't do your
honmewor k when you're trying to deal with Secretary Cuono,
you're in big trouble. You don't get inconpletes here.
You get a whole series of very tough questions by sonebody
who is a truly wonderful hands on nanager, |eader and
mentor. So it hel ped nme be a better manager, a better in
our efforts to reformthe FHA



But |'ve also cone to adnmire in sonething that's
nore close to my own expertise in the area of policy
devel opnent and policy studies. Again, his intellect, his
inquiring mnd, maybe it's his past as a prosecutor, he
has the capacity to ask the nobst piercing questions that
al ways are asking why can't we do better?

You know, we get into these debates in
academ cs, why don't we have vouchers or production?
al ways either/or. Secretary Cuomp is the first who wl
say, well, | like that out of that colum. And I like
that out of that colum. Wy don't we put them together
and nake one programthat has all the virtues of a
production programin terms of dealing with tight
mar keti ng or whatever, but doesn't have the down side of
our past prograns? Wiy don't we figure out a way that we
can make themlink to the market so that we have market

t's
|

di scipline? Make themso that fol ks are responsible for
the resources we use. Making sure that the prograns don't
| ock people in inadvertently and deny folks nobility as
we're giving themthe assistance. And it's that
i nsi stence on al ways saying why can't we do better? Wy
can't we ask nmore? Wiy can't we get the best of all the
wor | ds together in one programthat makes himan anazing
HUD Secretary.

So it's nmy privilege to introduce to you a
person who has clearly put HUD back in the forefront of
t he housing policy for the new mllennium Andrew Cuono.

PRESENTATI ON BY ANDREW CUOMO
SECRETARY OF HOUSI NG AND
URBAN DEVELOPMENT
SECRETARY CUOMO. Thank you very much. Good

evening to all of you. It's a pleasure to be here with
all of you. It's a very nice introduction by Bill Apgar
wasn't it? | always believe in getting introduced by
peopl e who work for ne. Because the introductions tend to
be nicer. 1've had the other type of introduction. M

brot her-in-1aw, Congressman Joseph Kennedy, Congressnan
from Boston. And he was on the Housing Comrittee. So he
woul d very often be speaki ng before me or woul d be doing
the sane event and he woul d introduce ne.

And Joe - | don't know how many of you have had



the chance to work with Joe Kennedy. He had a trenendous
ability to be frank and candid. And he woul d say whatever
he woul d say. And now | adies and gentlenen, it is ny

pl easure to introduce the HUD Secretary, ny brother-in-

| aw, because no one el se was stupid enough to take the

j ob, Andrew Cuono.

So |I've had that type of introduction. But |
prefer Bill's introduction. | said when Bill Apgar was
nom nated by the President that before he even wal ked into
the building, just fromknowi ng himand getting a sense of
his personality and skills. | said he was going to be the

best FHA conmissioner in history. And this was when he
was just com ng out of academia. And he had not yet been
in government service. | said he was going to be the best
in history. And | think it's not even close when you | ook
at what FHA has done in this period, but that Bill Apgar
is going to go down in the history book as the finest FHA
conmi ssioner ever. And let's give hima round of

appl ause. Bill Apgar.

And we have a great team Probably the best
thing I did as HUD Secretary | ooki ng back was getting the
best talent. Because the enterprise is so big, the place
is so big, that you are limted by definition by the
amount of seni or nanagenent you have. And with Susan
Wachter at PD&R, the Apgar/Wachter teamis tough to beat.
And it's a pleasure to be with Susan Wachter. And | want
to thank her very much for putting this conference
together with Bill Apgar. Thank you very much, Susan

You guys have net all day. And we have the
greatest mnds in housing and comunity devel opnent here.
So |I'm sure you worked out all the answers to whatever
guestions there were on housing and conmunity devel oprent .
And | expect that you'll have a paper on this tonorrow
norning. A few typos and we'll take it fromthere.

But let ne nake a couple of points if | can
because this is too special a gathering with the m nds

that are in this room And it cones at a very opportune
time. We are right nowliterally fighting with the
Congress - fighting is sonewhat of a pejorative word -

di scussing with the Congress the future of housing and
what it's going to be in this budget which was President
Cinton's |ast budget.

And literally, | had conversations throughout
the day on this. And it is still fascinating to ne - |'ve
been at HUD for going on eight years now. And |'ve seen
the evolution of the discussion. But as much as it has
evolved is as nuch as it has remmi ned the sanme. Cushing
Dol beare who is here today said once at an event, there
was never a housing bill that was wi dely acclained at the
time it was passed. It was always only the best
conprom se that could be reached

And in many ways we're having the sane basic
debate with the Congress today. Although it's at a nuch,
much different time than we were at any point over these
seven years. Many of the dynami cs were the sane.



And this has been an ongoi ng debate and an
ongoi ng dialogue. | like to think that this HUD t eam and
this President has brought this issue up seven notches in
terns of priority and in terns of decibel |evel of the
debate which is a good thing - which is a good thing.

It is easy to have a sinple debate, but it

doesn't do justice to the issue. And I'm proud of what
President Cinton has done. But the debate has gone on.

It reminds ne of the great |line that Webster used in his
second replay to Haynes. This was Dani el Wbster and they
were debating basically the role of the federal government
vis-a-vis the states, a topic that we are still debating
al so.

But Vice President Cal houn had cone out with a
posi tion and Senator Haynes was arguing Cal houn's position
whi ch was that the states should have the right to negate
any federal action because states were basically
supporting them And Wbster was arguing the flip side.
He had done one statenent. And Haynes canme back and did a
great, great response to this on the Senate floor. And
now Webster was coning back in his second reply to Haynes.

And he had a great openi ng paragraph which said
basically, well, when the mari ner has been tossed for nany
days in thick weather and on an unknown sea, he naturally
avails hinself of the pause of the storm the earliest
gl ance of the sun to take his latitude and ascertain how
far the elements have driven himfromhis true course

Let us imtate this prudence and before we fl oat
further on the waves of this debate refer to the point
from now which we departed that we nmay at |east be able to

conj ecture where we are

Hs point was that it had gone on for nmany days.
Let's just renenmber where this all began. Wbster then
went on to speak for two days in this response to Haynes.
You can see why they needed to take their bearings. But I
think in sone ways we've been having this housi ng debate
for solong, | think it's inportant to take our bearings.
Because this debate is going to be just as furious this
year as it's ever been before.

You started with the 37 Act , the 1949 Housi ng
Act, which was so sinple in sone ways that they were truly
profound. And you | ook at what we've done since then. W
have a great, great success story which is the hone
ownership story in this nation, Ken Colton, the hone
builders. | nean, we have so much to be proud of what
we' ve acconplished. Literally, the highest hone ownership
rate in the nation. Over 50 percent hone ownership in
cities for the first tine ever. W're a nation of owners.
W have a great, great infrastructure of housing
organi zations out there not for profits, conmunity based
or gani zati ons.

Qur secondary nortgage finance conpany.
Literally, the envy around the gl obe, China |I've been to,
Central Anerica. They don't know what it is, but they



know t hey want it. They want a secondary nortgage mnarket.

They don't have a primary nortgage nmarket, but they want
that secondary nortgage market. Wy? Because that is the
great gift. And it is. And it has worked extraordinarily
wel | .

But if you were to have | ooked at where we were
from 1949 and the progress we've made, you woul d see that
great record of success. But ny guess is they would talk
about what we have not done and the chall enges that we
have not met. That you could have 5.4 nillion worst case
needs today. Wen they were arguing about the 1949
Housi ng Act, there were 3.3 million people who woul d be
our equival ent of the worst case housi ng needs. And today
we have 5.4 million. You have that great strong econony
which is a gift to this nation, strongest econony in
history, driving up the rents 1.5 tines faster than
inflation. You have waiting lists |longer than ever
before, 2 years to get a Section 8 voucher if you can
figure out howto nmake it work. Ten years for public
housi ng. 600, 000 honel ess Anericans. G eat, great
success. But so nuch nore to do.

The question - the first for ne is why am|
fighting with the Congress? Wy should this be a debate?
Wiy are we arguing the need for housing and the nunbers?
So many other basic needs, it is assumed - it is presuned
that certainly government must play a role. Wy don't we

have t his fundanental debate on education? Wy doesn't

t he governnent say, well, let the private market do
education? Wy don't we have this debate on health care?
Why don't we have this debate on food? Wy don't we
debate the food stanp programthis way? Wiy do we take
housi ng which is just as basic a need as the food stanp
program as the health care progran? And why on housing
is the first debate point whether or not we should do it?
And that is the starting point, whether or not we should
do it.

The House and Senate opening bid, new vouchers
production, is zero. Zero. This is not an argunent where
we say $120, 000 and they say $60,000. This is where they
say zero. They say we should not do it. Let the private
market do it. \Wiy? Wy has housing taken on a
fundanmental |y different position than these other
conpar abl e needs?

I think frankly governnment itself bears sone of
the responsibility for the negative light that housing is
seen in. Because | believe that the old stereotype that
gover nment public housing projects, government housing
projects, fail is still the conventional w sdom

Now, we can say that it's not true. Look at the
facts. Ninety-seven percent of the housing authorities
work well. It's only the few handfuls of public housing.

We're not tal king about assisted housing. The nulti-
famly side is different than public housing. Al those
distinctions are |ost.



Speaki ng to sone of the menbers on our
conmittee, | amtelling you they don't understand the
di fference between public housing and what FHA, et cetera.
So can you inagine a normal person - the stereotype was it
didn't work. It becane - governnent's housing program
became Cabrini G een, becane Pruett |goe, becane the big
| ow i nconme housing project that was down the block from ny

house wherever | live. And that public housing high-rise
canme in and it ruined the whole neighborhood. O | heard
stories about how it ruined the neighborhood. 1It's one of

the reasons | fled fromthe city and | now live in the
subur bs.

Because governnment fouled up the old
nei ghborhood. But this stereotype of the failure of
government drives us today. Wen Bill Apgar was tal king
about making policy, we tease each other back and forth
because at HUD you search for hunor whenever you can
That Bill as the great policy person had to becone a
manager if he was to do policy. And | who was nore of a
manager coning in needed to do policy to do the
managenent. Why? Because they are the flip side of the
same coin. |If they do not believe you can do sonething,

it is not a viable policy option. That's the state we're
inwith housing. W built mllions of units, '50s, '60s,
'70s. But sonehow the perception becane that they were a
failure.

So 1974 we start to nobve to vouchers? Well,
first of all, they're a nice idea. Mobility, choice.
Have a voucher. Let the nmarket work. Subsidize the
mar ket. Sounds very nice. Sounds a lot frankly like the
educati onal voucher discussion of today.

Who coul d be against that? Let the market work.
And it had one great added bonus whi ch was gover nment
doesn't have to do anything. Just give themthe voucher
and | et the narket work. Government's role is very
l[imted which is inportant why? Because then you won't
foul it up like you fouled up everything el se.

So vouchers becane the panacea. And that was a
big shift fromthe project basing, fromthe hard units,
was to go to the Section 8 voucher. W said in order to
have an intelligent policy discussion, we needed to have
other options on the table. And therefore, we had to
di sprove the premi se that was keeping those options off
the table.

W were an inpedinent to a full discussion
Because literally if you say that HUD is inconpetent, then
it's a very short discussion. Then by definition, you

limt your options to only those prograns that government
has very little to do with. And that was the attraction
of the voucher. So we had a startling revelation. It

occurred to us that we were going to have to do sonet hing
about the managenent of HUD which was a scary proposition

When | becane Secretary, | went and | talked to
some of the past Secretaries. They all had the sane



advice on this point. Don't go near the nanagenent of the

department. It is a norass that will suck you in. You do
not come out of that nmorass. It is the swanp you enter
There is no exit. Just don't go there. One, | don't

believe that's true. And | do believe that if you take
that as a premise, then | as a governnent official should
go home. Because once you give up on government, then
find a different occupation

Second, in sone ways by the force of

circunstance, | didn't have an option either. They were
tal king about elimnating HUD. And that was a very rea
threat four years ago. It seens like a lifetinme ago. But

it was a very real threat. And tinkering on the edges was
not an option. So we said we were going to go literally
into the eyes and the teeth of the beast and we were going
to do basic managenent reform And we cane up with a very
aggressive tenplate. And we said we're going to start

with a blank slate. W're going to think outside the box.
We're going to bring in nore business principles. W're
going to work with the market, not try to have prograns
that are going to defy the private market, which is what
many of our prograns were going to do. W're going to
figure out howto bring in the local comunity, do this in
an integrated approach, have our prograns work with our

ot her prograns which would be nice and do sonet hi ng about
wast e fraud and abuse so you had accountability. And you
could say to the Congress, you could say to the American
person, | can actually do this thing called building
housing. Now let ne try.

And we went and we revanped the place fromtop
to bottom | renenber at one of my hearings when | was
just confirmed, | had a discussion with a Senator who
sai d, you know, you're in the business of building sluns.
And | don't know why we should be giving you noney. And
don't know why you shoul d be here. Because you're in the
busi ness of buil ding sl uns.

And | said, we're not in the business of
building slums. | thought that was a good response at the
time. | still do. He said, oh, no. Everything you
build, you build the projects. You build the ghettos.
These are governnent sponsored ghettos. That's what you
do. You pay slumords. You get ripped off. You build

ghett os.

| said, no. The overwhelming nmajority of our
projects are well-run projects. They |ook good. They're
an asset to the community and they're an asset to the
nei ghbors. He said, well, how nany? | said how nany
what ? He said how many are good and how many are bad?
said, oh. Overwhelmng majority are good. Already | knew
how to BS pretty good right away. He said, well, how many

is the overwhelming majority? | said, well over the
majority. Hence, overwhelmng. But |I'Il get you the
specific number and 1'll be back to you. Wich is always
the case of last resort, the I'lIl get back to you
Senat or .



| cane back to the building and | said, you
know, we need to know - | need to know because | have to
get back to the Senator - what percent of our buil dings
are in good shape, what percent are in noderate shape,
what percent are in poor shape. And everybody | ooked at

me. And they said, well, this is an issue. | said, well,
what do we have in terms of knowi ng what shape the
buil dings are in? Wll, we have reports fromthe owners.

And the owners - or on the public housing Authority side

the PHA directors - they say the projects are in very good
shape. | said, well, that's a start. But | can't go back
there with that because they'll say, of course, the owners

are going to say that. What else are the owners going to
say? I'min violation of nmy contract. |'min breach of
the federal |law. Please cone and arrest nme. They'l
probably not say that. | said, well, what if we have an
i ndependent anal ysis of our portfolio?

To make a long story short, we had none. And
this was a very big deal now. Because before you could go
and inspect the buildings, you needed to know where the
buil dings were. And we didn't. W knew where we sent the
check. Because that's the address that we naintained.

But that was very often the managi ng agent for the
buil di ng and t he managenent agent or the owner nmay have
noved to Florida

So we went through a process which in nany ways
for me is a nmetaphor of the entire transformati on. W had
to find out where the buildings were. Then we had to go
out and inspect the buildings and we had to audit the
financials which neant we had to cone up with a nationa
protocol to do this. W had to train the inspectors. W
had to get out a contract. W had to determ ne what was a
good building, bad building. W had to find out what was
a good financial audit.

But just about four years later, we can now say
we know where all the buildings are. W know whi ch ones
are good. W know which ones are bad. W can nmanage the

ones that are bad. And we can also tell you that
overwhel mi ngly the HUD prograns have worked
extraordinarily well. Assistant Secretary Harold Lucas is
here. Over 75 percent of the public housing projects when
we went out and did a physical inspection were in good
condition the way we define it. W did a custoner survey,
resi dents of public housing. W had a higher custoner
approval rate than people who stayed at a Marriott Hote
believe it or not.

So the projects did work. And nore inportantly,
we had a basic idea and basic assessnent of what our
portfolio was all about. W call that the REAC real
estate assessnment center. W put together neasures that
said if you are defrauding the public at HUD, if you have
one of the bad buildings. If you come up with an audit
t hat suggests that there's been foul play, we're going to
have a process that handles that. Because at HUD one of
the things we nust prove is that we can safeguard the tax



dollar. So nuch of HUD s negative reputation with the
"scandal s" which I still hear about. And when they say -
when |'mintroduced to someone who doesn't follow this
day in and day out and I say |I'mthe HUD Secretary, they
say | thought you were in jail. | say, no. This is a
parole. It's like ground Hog Day. |'mout and |'m back
at HUD again. But that negative stereotype is stil

t here.

Wast e, fraud and abuse. Making sure that we
saf eguard the noney. W started an enforcenent center
W brought in the FBI into HUD as a permanent enforcenent
center, as a way to say don't worry. Your tax dollars are
i n good hands.

The FHA, Bill Apgar, is a totally different
organi zation than it was. It is a night and day. He cane
in. It was 5,000 enployees. Today it is 3,000 enployees.
It will do nore nortgages this year than it's ever done
before, 1.7 million nortgages. Its first automated
underwriting system W had 81 centers across the nation
when Bill took over. W now have four home ownership
centers. And we're doing nmore. And we're doing it
better.

Publ i ¢ housi ng under Harold Lucas, the HOPE-6
program it is a different experience. 100,000 units
across the country. Qur honel ess prograns totally
revanped, different approach, comunity driven, noving
peopl e towards independence with three tines the noney.
We're serving 14 tinmes as nany people. W' re on the side
of the consuner now. Wat we've done with predatory
| endi ng and getting ahead of that issue and putting it on
the national radar screen. Wat we've done with the FHA
hone buyer program the healthy honmes. W are a conpetent

regulator. HUD regul ates Fannie Mae and Freddi e Mac.
Have you ever heard of then? The initial concept of HUD
as a regulator for Fannie, Freddie, left sone people
wonderi ng whether or not HUD could actually do this.

I think over the past four years, we've proven
oursel ves a conpetent regulator. W' ve done the sane in
enforcing the fair housing law. W enforced the fair
housing law, a | aw that was passed one week after Martin
Luther King's death. We will do two tinmes as many
di scrimnation cases at FHEEQ Fair Housi ng Enforcenent
Equal Qpportunity. First federal department to sue the Ku
Kl ux Kl an, Departnent of Housing and Urban Devel opnent
just last year in Pennsylvani a.

The zero tolerance for waste, fraud and abuse
bet ween the enforcenent center neeting and what we will
have done with tenant incone verification. Every resident
of public housing or multi-famly housing will have had
their income subm ssion, one against their |IRS data.
Never been done before. Controversial. Frankly, | was
not wild about the concept. But their income subm ssion
will be run against |RS data where there is a deviation
bet ween what they reported to the Housing Authority and
what they reported to the IRS. That deviation will be



resol ved one way or the other. So no one can say, well,
all those rich people in public housing are really ripping

of f the taxpayer. The first time that was ever done.

And all of the prograns, especially on the
housi ng side, have been redefined where they now will work
with the market as opposed to against the narket. That's
what the mark up to market and the mark down to market is.

The reforns have worked. As | like to say, are
we bunping up against the ceiling? Have we reached the
managenment nirvana? No. But is this a well functioning
department? Is it a credible departnent? Yes. So says
GAO. So says Chairman Leach. So says Chairman Wal sh of
our Appropriation Subcommittee. So says David Osborne who
is the guru who started the whol e concept of reinventing
government. That expression was David Osborne. He said
the HUD transformati on was one of the nbst ambitious in
the federal government. And Ken Harney just |ast week
said, "The FHA has turned itself into what is arguably the
consuner protection |eader in the nortgage industry.

So we have managenent credibility. Wich nmeans
what ?  Whi ch neans we can talk policy again. And now we
can revisit the 1974 vouchers production discussion with
alternatives. Because you needed the alternatives to have
a real discussion. And with vouchers, | say they work
very, very well. The concept is right, nobility and
choi ce and using the private market and deconcentration

and not having density. The concept is right. But the
di fference between the practice and the concept in this
case at this point in history is a schism

You have about 25 percent of the vouchers that
are returned, that don't work. Wiy? Discrimnationis
still alive and well in America. Sonme |andlords don't
want to deal with the "Section 8 person". Sone people
don't like the profile - sone landlords don't like the
profile of the tenant who appears with the Section 8
certificate. Sonetines they don't work because there's no
vacancy in the market. Sonetinmes they don't work because
the price has gone too high in the narket and we haven't
kept up with it with our FMR, fair market rent, standards.
So 25 percent of the time they're being returned to us.

First step, we have to correct what's not
working in the voucher program W tried to do that by
raising the FMR to 50 percent three or four weeks ago
whi ch was a very big change. Raising the value of the
voucher literally, raising what the voucher will pay to a
poi nt where now 50 percent of the units will be available
to a voucher holder. W've changed the programto where
seni ors can now use vouchers for assisted |iving
facilities. And nost inportantly in ny opinion, we've
changed it to where a voucher can now be used to purchase
a hone. Think about it. Since 1974, you had vouchers,

about $7 billion per year today. $7 billion of housing
subsidies. $7 billion cost.



Only rental by definition you could not use that
voucher to pay your nortgage. Why? Today any Section 8
voucher can be used to pay your nortgage. And | think
that's a big change. Also, you have to understand that
t he vouchers need help in the adm nistration. Sonetines
you need hone ownership counseling. You need nobility
counseling And we have a $50 million what we call a
voucher success fund to put the servicing the counseling
together with the voucher hol der

So vouchers are good. Vouchers are not a
panacea. They are a tool. They are not the exclusive
tool. That's why we need a production program especially
today, especially in these narkets where you can't get an
apartnment with a voucher. Because you can't find the
apartnment. You need to produce housing. You no |onger
have t he excuse that says you can't do that because you're
i nconpetent. Because we're now conpetent. And we should
tal k about production. President Cinton in his budget
this year had a production program It will be the first
new one in 24 years. But the President had it in his
budget .

Back in the spring, the President was talking
about the FHA increase. FHA when we took over was in the

red. The value was a negative $2 billion. Today it is a
positive $16 billion. And the President was tal king about
what to do with that increase in value in FHA. And the
Presi dent was signaling that he wanted a production
program

Qur production program has certain paraneters.
Nurmber one, it is all mixed income. No nore 100 percent
poor conplexes. W did that. W don't want to go back
there. Qur nunber is no nore than 30 percent of the units
in a conplex lowincone. W believe the production
program shoul d be targeted to the extrenely | ow i ncone.
Because they are the ones who are being | east served by
this market. And we believe a housing production program
now must take advance of one of our best assets which is
the infrastructure that we have, which is the state FHA
certainly, but not exclusively. The state FHAs are not
the only housi ng production nechanism Many of them are
great. Many of themare less than great. But we al so
have CDCs. W al so have national not for profits,
national intermediaries, use that entire infrastructure.
That's what we nean by a production program

But bottomline is in this budget debate, we
need vouchers. W believe we're making the vouchers work
better. But we still need vouchers. And we need a
production program And we've nade that abundantly clear

to the Congress. | as the Housing Secretary have one

ulti mate weapon which is if | don't believe the budget
reached is in the best interest of the departnment and the
pur poses that we're supposed to be serving. | can
recomend to the President a budget veto. And |I've told
OVMB. And I've told the Congress if we don't have a
housi ng production program | will reconmend a veto to the



President. And | believe he will doit. Thisis a
Presi dent who has put housing back on the agenda. It was
hi gh up on the radar screen | ast year

The only reason we have 120, 000 vouchers is
because President Cinton said he would not sign a bil
wi t hout vouchers. That's how that happened | ast year.
And | believe that Congress has heard the nessage.
don't want to argue about the numbers now. And we will
argue about the nunbers between vouchers and production
But we need a voucher program and we need a production
program And we have to nmake the statenment today that it
is tine we get back into the housing production business.
W need the units. And there's no reason not to.

We are confident that the federal governnent.
We have the best housing infrastructure on the gl obe. Use
it. Use it. That's going to be the argunent we're naking
over the past few weeks.

My final point is this. Mny of you |I saw when

| first started four years ago as Secretary, not as
Assi stant Secretary. And | said, can you inagine this?
Here's the nirvana. W do all this managenent work at
HUD. Because when we started, you have to renenber, four
years ago, there was no noney anyway. There was no
possi bility of budget infusion. W were fighting the
deficit. That was all about the deficit. So there was no
great budget increase for HUD. So we were doing the
management wor k

But | said, can you inagi ne what woul d happen if
we did this managenent work on HUD and HUD turned around
froma nmanagenment point of view - or at |east you weren't
a negative, you were a positive in the discussion - and
si mul t aneously the econony turned so there was actually a
possibility for funding? And you put a conpetent HUD
together with a possible budget increase. And that we had
to be ready for the nonent where you could once again talk
about progressive government and resources for government.
And HUD has to be ready and we woul d do t he managenent
wor k because who knows? Maybe the stars are going to
align. And naybe we would cone out the other end of the
tunnel. And we'd have a conpetent HUD. And we woul d have
a government budget that could actually do what we need to
do.

Because housing is still a question of

resources. You have to close that gap and only dollars
close that gap. And ny friends, that is where we are.
The reason |I'm going to push this budget so hard is
because | believe we have a nonment in history. | believe
the stars are aligned in a way they have not been aligned
before. You have a political consensus that you have not
had i n decades. You have Republicans arguing for
production. You have denocrats arguing for vouchers. You
have both sides saying we have to do sonethi ng about

housi ng. You have a geographi c consensus. There's no

| onger a war between the city and the suburbs. They're
bot h sayi ng you need housing. You need it in the suburbs



intelligently, smart growh. And you need to redevel op
the cities.

That tension is gone. And from an acadenic
poi nt of view, | don't know what you deci ded today, but
bef ore today we woul d have agreenent and a consensus t hat
no one tool does a housing policy nmake. But, yes, you
need vouchers. Yes, you al so need a production program
Yes, you need the state entities and the Feds and the
community based nonprofits and intermediaries. You have
that consensus that you haven't had in years. You put
t hat consensus together with the strongest autonony in the
history of the nation. You went fromthe greatest deficit
to the greatest surplus. They're talking about breaking

the caps now in addition to the surplus. You have an

i nvestment to make. The consensus, the investnent, the
need and then the conpetence of HUD where they can't
excuse stepping into this arena because of the conpetency
of HUD.

Al'l the elenents are there. They're floating in
the air. You feel that you just need a spark and you'd
have ignition. You' d have spontaneous conbustion. And
when has this happened before? Wen have you seen al
those stars aligned that way? Forty years? Fifty years?
Sixty years? And we are that far

In sone ways that spark is just the daring, the
bol dness, to do it. | was |ooking back getting ready for
toni ght on the floor debate on the 1949 Housing Act. And
what you hear over and over and over again is, of course,
you shoul d provi de safe, clean, decent housing for every
Anerican. Wy? Because they are Anericans. And because
this is Anrerica. And because we can and we should. And
how coul d you not? How could you | eave a person in a
del api dated condition? At that tinme, they were talking
about the sluns and the ghettos. How could you not do it
if you can do it? Please give ne a reason why you
wouldn't. If you don't have the nmoney, that's one thing.
If you're inconmpetent as HUD, that's sonmething else. |If
it's a political war between Denobcrats and Republicans,

it's sonething else. If it's a war between the cities and
the suburbs, it's something else. But if you have none of
t hat happen, why wouldn't you do it? Only because you
didn't believe you can. O you didn't care enough to do
it. | don't believe either of those are the case.

W know we can. W& know we need to. Just like
that spark. And we can do what we've all dreanmed of for
decades.

It's been an honor for me to be part of this
journey with you. Thank you, very much.

M5. WACHTER: The Secretary has to go back to the
HI1l. He left out the key factor which is the best
housi ng | eader in the country that we could have. Let us
t hank hi magain. [applause]

Tonorrow norning we have a 9:00 a.m sharp. Al
of you whose juice runs at data, you can get access to
data by being there at 9:00 aam W look forward to
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seei ng you then.
(Wher eupon,
adj our ned.)

at 7:45 p.m

t he hearing was



