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This report is organized to serve different levels of reader interest,
A summary is presented first, including highlights of the important findings, 
a discussion of how the Experimental Housing Allowance Program was designed 
and the major conclusions drawn from it. The summary should satisfy the 
needs of those who want a brief review of what has been learned from the 
EHAP. The seven chapters which follow cover each of the major subject areas 
in greater detail and include supporting tables and figures. The appendices 
provide history and background information, as well as technical details 
about the experimental designs. A bibliography completes the report for 
those who wish to examine the data and analyses from which the material in 
this report was drawn.
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FOREWORD

This report on conclusions from the Experimental Housing Allowance Program 
(EHAP) provides, for the first time in the history of Federal involvement 
with housing policy, the results of empirical evidence on how housing 
markets and low-income families respond to various forms and levels of 
housing allowances. After decades of debate, the major questions about 
housing allowances are now answered.
The value of the 1980 EHAP Report does not end with answering questions 
about allowances. Although the report is confined to describing conclusions, 
its policy implications are far-reaching. For example, some housing pro­
grams require relocation of households. If these programs are to serve a 
target population, then the behavior of the households must be taken into 
account when implementing a program. EHAP identified factors that families 
consider in making decisions about moving or remaining in place.

Prior to EHAP, information about the housing conditions of low-income families 
was extremely crude. In response to this situation, HUD launched its vast 
Annual Housing Survey in 1973, two years after EHAP was initiated. Even so, 
EHAP contains more detailed information on the housing conditions of low- 
income families than any other source. One particularly useful application 
of this information is in our improved understanding of the levels of rehabili­
tation and repairs needed in the Nation's housing stock.

When the President's 1977 working group, composed of representatives from 
Federal agencies, worked on welfare reform, they did not include housing 
programs among their proposals, in part because EHAP showed them that housing 
policy objectives are difficult to achieve through the incomes approach of 
welfare programs.

These are only a few examples of the extended value of this social science 
research. In addition, we have already seen how early experience with EHAP 
program design and field operations has been used to shape and implement the 
Section 8 Housing Assistance Payments Program. The Department is using EHAP 
research results to modify the Section 8 Existing Program. Thus, EHAP findings 
are resulting in dollar savings to the Government that will exceed the research 
costs of the experiments themselves.
Nor do the benefits to the Government of our EHAP research stop there.
Critical issues in which our work will become increasingly important 
are in the areas of comparative program analysis and the determination 
of appropriate housing program mixes. Additional research papers will 
be completed on program comparisons, residential mobility, and decon­
centration of lower-income families.
The Office of Policy Development and Research is also in the process of 
creating a data center to store, retrieve, and make accessible to re­
searchers across the country the enormous fund of information accumulated 
on EHAP.
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The EHAP experiments, which are the responsibility of our Office of Research, 
were prepared under then Assistant Secretary Donna E. Shalala. Two Deputy 
Assistant Secretaries were responsible for the intellectual and adminis­
trative leadership in completing the final report: Raymond J. Struyk from 
1977 to 1979 and Michael A. Stegman from 1979 to the present. The research 
itself was conducted under contract by some of the country's leading re­
searchers. We are grateful to them all. *
This report was prepared by the Division of Housing Assistance Research under 
the direction of Jerry J. Fitts, formerly Director of that Division, who 
supervised EHAP for the Department from 1973 to early 1980. He, Garland E. 
Allen, Terrence L. Connell, Evelyn S. Glatt, Howard M. Hammerman, and 
Jennifer L. Stucker wrote the various sections; Mary Anthony Trujillo 
typed them; Ruth Limmer of the Division of Product Dissemination and 
Transfer edited them.
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PREFACE

Section 504 of the Housing and Urban Development Act of 1970 
as amended by Section 804 of the 1974 Act authorized the 
Department of Housing and Urban Development to establish an 
experimental program to test the concept of housing allowances.

Pursuant to the reporting requirements of the 1970 and 1974 
Acts, the Department submitted to the Congress the First 
Annual Report of the Experimental Housing Allowance Program 
(EHAP) in May 1973, a Second Annual Report in June 1974, 
and a Report to Congress in February 1976. In addition, 
the Department submitted a Report on Initial Impressions 
and Findings from EHAP in April 1975, a Summary Report of 
Current Findings from EHAP in April 1975, and a Report of 
Findings from EHAP in April 1979.

Although beyond the specific reporting requirements of the 
1970 and 1974 Acts, the present report is made available so 
that Congress and others may be aware of conclusions that 
have been drawn from the experiments.
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I. INTRODUCTION

The first Federal housing policy emerged with the passage 
of the 1934 National Housing Act, From then until quite 
recently, the most systematic knowledge about the housing 
conditions and needs of American families came from the 
U. S. Bureau of the Census, which tallied every ten 
years the number of occupied housing units which lacked 
complete plumbing facilities or which were considered 
(by mainly subjective means) to be in dilapidated condition. 
On such technical data the Nation based its housing 
policies.
Although these measures of housing adequacy were gross 
for a while they did indicate the general trend of 
housing conditions. Between 1940 and 1960, for example, 
the percentage of all occupied housing units that lacked 
complete plumbing facilities or were dilapidated decreased 
from 49 to 17 percent. (Congressional Budget Office, 1978:6) 
But because the incidence of units without plumbing 
became very small and the determination of dilapidation 
was both crude and unreliable, by 1970 these measures 
were no longer very helpful, even for tracking general 
trends. Nontheless, it was generally acknowledged that 
housing for low-income families continued to be a problem, 
and that programs that served them were experiencing, in 
some instances, difficulties.

;

In response to the need for additional and more refined 
measures of housing conditions, the Annual Housing Survey 
was launched in 1973, two years after the planning of the 
Experimental Housing Allowance Program was initiated.
In 1971, the paucity of firm information was not limited 
just by the lack of meaningful data on the physical 
conditions of this country's housing stock. Few comprehensive 
evaluations of existing programs had been undertaken.
Empirical data, for example, that would allow a comparison 
of the benefits families received from a housing program 
with what they would have obtained in the absence of the 
program, were not available. More specifically, measurements 
of the change in housing circumstances families experienced 
upon entering a housing program had not been made. In 
summary, as one housing expert stated: " 
solid information on housing programs, some of which 
have been in existence for decades, is appalling".
(Aaron: 1979:43)

the lack of...
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Within the context just described, EHAP is unique. It 
represents the first time ever that a housing program concept 

submitted to systematic testing. It provides more 
detailed information on the housing conditions of low-income 
families than any other single source. It is the only effort 
that has followed families over a period of several years 
and measured the changes they made in their housing 
circumstance in response to several different types of 
assistance. In a similar way, it provides information on 
housing markets that is unequalled.
In the chapters that follow, we present the major learnings 
gleaned from EHAP. Many of the results challenge the 
"conventional" wisdom held prior to the experiments. In 
addition to providing empirical evidence about housing 
allowances, the value of the insights gained from EHAP 
about the behavior of low-income families should not be 
overlooked when assessing other housing and general 
assistance programs.
The subject of Chapter II is participation. Given the 
long waiting lists of public housing agencies, many program 
administrators expected that when families were offered 
cash to obtain better housing, nearly all would participate. 
They did not. The results show that participation varies 
considerably with demographic character!'stics and is 
sensitive to such program parameters as housing standards 
and payment levels.

Prior to EHAP, available data suggested that if a 
family's income increased by 10 percent, it would in turn 
increase its housing expenditures by about 10 percent.
Chapter III, which describes how families used their 
allowance payments, shows results that are quite different 
from the earlier data.

was

Both the freedom and the opportunity to move are primary 
characteristics of the housing allowance concept. The 
extent to which families are induced to move by an offer 
of additional money for housing is the central focus of 
Chapter IV. Again, the results challenge some of the 
theories held prior to EHAP.

Critics of housing allowances have argued that giving low- 
income families cash linked to their occupation of standard 
housing would cause housing prices to rise substantial1y. 
Others argued that such a program would not increase the 
supply of acceptable dwelling units. These and related 
issues are addressed in Chapter V.

2



What has been learned about the costs of an allowance 
program is summarized in the last Chapter (VI). 
administrative and payment costs are presented, 
provided are separate cost estimates of a national housing 
allowance program for renters and homeowners.

Both 
A1 so
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II. PARTICIPATION

Among the most crucial issues to be addressed by an 
evaluation of an assistance program are questions about 
participation, 
must examine:

How the presence of a housing standards requirement 
affects participation;

How allowance payment levels affect participation;

How participation varies by demographic characteristics 
of households;
What the participation rates are among eligible renter 
and homeowner households;

How participation varies by housing market, and
Why some households do not choose to participate.

Participation in EHAP ]_/, however, involves two separate 
stages: enrollment and then becoming a recipient of 
allowance payments. Although these stages are similar in 
the Supply and Demand Experiments, each experiment took a 
different approach to fulfill its separate goals.

In the Supply Experiment, an open-enrol1ment program, any 
income-eligible household -- renter or homeowner 
come to the local housing allowance program office and 
take the initiative of enrolling. 2/ In order to become 
recipients of allowance payments, enrolled households 
then had to meet housing standards requirements, which 
specified that a household must live in or obtain a 
dwelling unit that met a set of minimum standards of quality 
and occupancy (essentially no more than two persons per 
adequate bedroom).

Enrollment in the Demand Experiment consisted of accepting 
an offer to join the program. The offer was made to a 
representative sample of income-eligible renter households, 
and enrollment rates were calculated for those households 
that received enough information to make an informed choice. 2/ 
(Only households given an estimate of the monthly allowance 
they would receive if their living units met the required 
housing standards are included in the analysis.) The Demand

For EHAP, in particular, the evaluation

t

t

could

1/ Unless noted otherwise, the term "participation " refers to 
households who receive payments.

2/ For a discussion of income limits for eligibility, 
see Appendix A.

i
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Experiment also included a group of households, similar 
to the others, that were offered cash assistance without 
any housing requirements.

Expectations vs. Reality
Prior to the knowledge gained through EHAP, the general 
expectation was that a housing allowance program would 
cause a high proportion of the eligible population to 
enroll and become recipients of allowances. Quite the 
opposite is true. After three years of the open-enrollment 
in the Supply Experiment, only about 50 percent of the 
eligible population was enrolled, and fewer than that 
received a housing allowance because their dwelling units 
never met the housing requirements.
Differences observed in Table 11-1 will be discussed at 
greater length throughout the chapter, but for the moment 
what is most important to note in this table is the lower- 
than expected participation rates. The table shows that 
less than 50 percent of eligible renter households in 
the Supply Experiment were recipients of allowances after 
four years of open-enrollment in Brown County and less 
than 40 percent after three years in St. Joseph County.
For owners, less than 30 percent of the eligible households 
were recipients. Although the time periods differ, 
participation rates had already stabilized at about the 
levels indicated at both sites.

Table 11-1 also shows related results from the Demand 
Experiment. Although 75 percent or more of eligible 
households enrolled, only 30 percent of those contacted 
became recipients within two years in Pittsburgh and 
45 percent in Phoenix.
Housing Standards Requirements: Findings

In order to become recipients of housing allowances 
households enrolled in EHAP had to meet housing standards 
requirements. Earmarking of this kind sets a housing 
allowance program apart from an unconstrained cash 
assistance program such as income maintenance. The effect 
of housing standards on participation is dramatic and 
unmistakable.

Table 11-2 compares Demand Experiment participation rates 
for households offered allowances tied to housing standards 
with those offered unconstrained cash assistance, 
households were alike in all respects except that those 
offered housing allowances had to meet the housing standards.

These

5



Table 11-1

Percent of Eligible Households
Becoming Enrolled and Becoming

Allowance Recipients

OwnersRenters

Enrol 1ed RecipientsEnrol 1ed Recipients

SUPPLY EXPERIMENT a/

2648 2857Brown County

2838 32St. Joseph County 54

DEMAND EXPERIMENT b/ 

Pittsburgh 75 30 NA NA

Phoenix 84 45 NA NA

a/ Source: Data provided by The Rand Corporation,
January 4, 1980.

NOTE: The numbers of enrolled and recipient households 
are calculated as of four years in Brown County 
and three years in St. Joseph County. Participation 
rates are the percent of estimated eligible households 
that are enrolled or that became recipients. The 
number of eligible households are estimated as of 
two years of open enrollment.

b/ Source: Kennedy and MacMillan, Available April 1980:
Chapter 6.

NOTE: The enrollment rate is the percent of eligible 
households in a representative sample accepting 
an offer to enroll after being given an estimate 
of the amount of allowance payment. The recipient 
rate is the percent of eligible households that, 
offered an allowance, became recipients within 
two years.

■
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The great majority of both groups accepted the offer to 
enroll, but those offered allowances tied to housing 
standards accepted a little less often.. After enrollment, 
however, all of those offered unconstrained cash became 
recipients immediately, whereas only about half of those 
offered allowances tied to housing standards became recipients 
at some time during the two years of data collection. Thus, 
the effect of housing standards was to reduce participation 
considerably. Those offered unconstrained cash assistance 
participated at rates of 100 and 160 percent higher than those 
offered housing allowances.
Although housing standards in the two experiments were similar, 
those in the Demand Experiment were more stringent. This was 
demonstrated by applying both sets of standards to almost 400 
dwellings. About 75 percent failed the Demand Experiment 
standards; 60 percent failed the Supply Experiment standards. 
(Valenza, 1977:ix) 
percentage of enrolled households that became recipients in 
the Supply Experiment. Of those enrolled during five years of 
data collection in the Supply Experiment, about 83 percent of 
the renters in Brown County and 72 percent in St. Joseph County 
became recipients. (Data provided by The Rand Corporation, 
January 18, 1980)

These figures are considerably larger than the 40 and 54 
percent shown in Table II-2 for the two Demand Experiment 
sites. But they are not due to standards alone. Differences 
in outreach, eligible populations, definitions, and housing 
market character!* sties must also be considered. Stringency of 
standards explains at least part of the difference, however, 
and the use of the Supply housing standards in the Demand 
Experiment would have increased participation.

The Supply Experiment reenforces the more direct evidence 
from the Demand Experiment that housing standards greatly 
affect participation. Although the effect of housing 
standards on enrollment in the Supply Experiment is unknown, 
it is reasonable to assume that more would have enrolled in 
an unconstrained cash assistance program. This assumption 
would be consistent with the results from the Demand 
Experiment. Combining this assumption with the fact that 
17 percent of enrolled renters in Brown County and 28 percent 
in St. Joseph County did not become recipients, implies that 
at least 20 percent more of the eligible renters in Brown 
County and at least 40 percent more in St. Joseph County 
would have become recipients of assistance in the absence 
of housing standards.

This difference is reflected in the higher

i

i

:
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Housing Standards Requirements: Implications

Of ail the factors influencing participation in EHAP, the 
housing standards requirements probably had the greatest 
effect. The poorer families, large families, and minority 
households -- all of whom are less likely than other 
households to meet the housing standards in their original 
units -- would be less likely to participate as housing 
standards grow more stringent. Among those in substandard 
units, the elderly and homeowners -- because they are less 
mobile -- would also be less likely to participate. Thus, 
it is clear that more stringent housing requirements reduce 
participation and alter the composition of the recipient 
population.

Payment Levels: Findings

The amount of assistance offered also made a difference in 
whether a household accepted the offer to enroll and whether 
an enrolled household became a recipient.

Various payment levels were tested in the Demand Experiment. 3/ 
From a comparison of the response of similar groups to these 
payment plans, the impact of the amount of assistance can be 
clearly seen. Table 11-3 shows that as allowances are 
increased, an increasing number of households accept the 
offer to enroll and then proceed to meet requirements and 
become recipients. For the high allowance level, the 
overall participation rate was double that for the low 
allowance level (49 versus 24 percent); the average allowance 
payment was also about double. Thus, assuming the eligible 
population is not changed, overall payment costs would be 
four times as great in a program using the highest allowance 
payment compared with using the lowest allowance payment.

The medium level of the three payment levels in Table 11-3 
was calculated on the same basis as the payments in the 
other EHAP experiments. (The high and low levels were 
about $22 higher and lower, respectively, than the average 
allowance for the medium payment.) Overall, the participation 
rate for the high allowance level was about 25 percent 
higher than that for the medium level, and total payment 
costs would be almost 70 percent higher using this payment 
level. The low allowance level decreased overall participation 
by about 40 percent compared with the medium level, and 
total payment costs would be about 60 percent less.

Actually, the changes in participation and total payment 
costs could be even greater than stated above because a 
change in payment level could also change the number of 
households eligible for the program. In EHAP, as in many

3/ For a discussTon of payment levels, see Appendix A.
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other programs, households were eligible if they could 
receive an allowance of at least $10 per month. Thus, 
higher payment levels could increase the income limits for 
eligibility and open the program to more households, 
example of this type of change, when the estimated cost of 
standard housing was changed in the Brown County site of 
the Supply Experiment in April 1976 to reflect housing cost 
increases, payments increased by an average of about $20.
In turn, the eligible population increased by 20 percent.

As an

Another way of looking at the effect of payment level is to 
consider how much allowance money is left after housing 
expenditures are paid. Because households not already 
living in acceptable units must move or upgrade their 
current units, and because most acceptable units are more 
expensive than their current unacceptable units, at least 
part of the allowance must go into increased housing costs -- 
part, but not all. Eighty percent of the households not 
meeting requirements at enrollment in the Demand Experiment 
could get standard housing without expending their total 
allowance. The difference between the allowance payment and 
the amount estimated to be necessary for increased housing 
costs is called the "net cash value." Table 11-4 shows 
that as the net cash value increased, the probability of 
meeting housing standards requirements after enrollment 
increased.

Table II-4 also strongly indicates that even presumed high 
levels of payments will not necessarily induce households 
to meet the requirements if they do not already meet them 
at enrollment. Consider the households that would have 
received over $480 of extra cash per year after paying for 
the rent increase in an acceptable unit. Only about half 
of these households became recipients within two years.

Payment Level: Implications

The fact that changes in payment level cause substantial 
differences in participation and program costs raises 
questions concerning tradeoffs that might be made.
Although it appears that a large proportion of the eligible 
population would not participate for even relatively 
high allowance payments, higher payments certainly increase 
participation. An increase in participation as a result 
of higher payments causes a much larger percentage increase 
in program costs, however, 
lowering payment levels causes a larger percentage decrease 
in program costs than it causes a decrease in participation.) 
Thus, participation can be increased by altering the 
payment level, but only at a relatively high cost.

(Conversely, of course,

11



Table I1-4

Percentage of Enrolled Households 
Not Meeting Housing Requirements at Enrollment

That Met Them Within Two Years 
By Net Cash VaTue of the Offer in the Demand Experiment

Net Cash Value 
($ Per Month) PHOENIXPITTSBURGH

5441 or more 45
4521 to 40 25

1 to 20 6 42
-19 to 0 6 38
-20 or less 0 22

Source: Kennedy and MacMillan, Available April 1980: 
Appendix XVII.

NOTE: Negative net cash values occur when households would 
receive an allowance payment smaller than the extra 
cost they would bear in an acceptable unit.

12



As pointed out earlier, a lowering of the stringency of
In orderhousing standards also increases participation, 

to meet higher participation goals while simultaneously 
keeping costs in line, it might be appropriate to use 
housing standards that are not as stringent and payments 
that are not as high.

EHAP indicates that the selection of both standards and 
payment level are important decisions in meeting program 
goals. Participation and cost goals, however, would 
have to be weighed against many other goals, such as the 
quality of housing that is determined to be minimally 
acceptable.

Outreach

Different outreach procedures resulted in considerable 
differences in participation. This is illustrated by 
comparing the Demand and Supply Experiments. The direct 
contact made with eligible households in the Demand Experiment 
represents a more extensive outreach than attempted in the 
Supply Experiment. As a result, a higher proportion of 
eligible households were enrolled in the Demand Experiment 
than were enrolled in the Supply Experiment. On the 
other hand, many more of the households enrolled in the 
Supply Experiment were able to meet housing requirements.
The implications may be that the extensive (and costly) 
efforts necessary to bring into the program as many 
eligible households as possible can increase enrollment 
but will not necessarily lead to the same proportional 
increases in the number of recipients of assistance 
payments.

Household Characteristics

■

.I

:
In the Supply Experiment, participation varied by site, 
tenure and demographic characteristics. 
the variation for renters in Brown and St. Joseph Counties.

Table 11- 5 illustrates
i

Tables 11- 5 and 11-6 show participation outcomes for various 
life-cycle stages. Four of these stages -- elderly 
singles (at least 62 years of age), elderly couples 
(husband or wife at least 62), single parents (under 62 
with at least one child under 18), and young couples 
with young children (husband under 46 with at least one 
child under 6) -- comprise more than 85 percent of the 
eligible population at both sites for both renters and 
owners.

-
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At both sites in the Supply Experiment, renter households 
headed by elderly singles or single parents enrolled and 
received allowances at higher rates than households headed 
by couples. In general, households headed by couples had 
enrollment and recipient rates that were about half the 
rates for single-headed households. (For example, about 20 
to 35 percent of the eligible renter couples became, 
recipients compared with 40 to 70 percent of the eligible 
renter singles.) One of the principal reasons for this 
difference may be the fact that households headed by single 
parents are already participating in welfare or similar 
government programs more frequently than households headed 
by couples.

Such households enroll in the program as referrals from 
welfare programs, which increases their rate of participation; 
as welfare recipients they have more experience in meeting 
various program requirements, and they are less reluctant 
to participate in government programs. The fact that 
elderly singles had higher housing costs relative to their 
income than did households headed by couples may explain 
their higher participation; they had greater need. But no 
consistent pattern emerged when we compared the participation 
rates of the elderly and non-elderly. The elderly participated 
at higher rates in Brown County and at lower rates in 
St. Joseph County.

The rate of success enrollees had in making the transition 
to becoming recipients of allowance payments varies by 
demographic group. Analyses indicate that over 80 percent 
of enrolled elderly households eventually became recipients. 
Enrolled single-parent households became recipients at 
somewhat lower rates than the elderly. Young couples 
with young children were least likely to become recipients 
once enrolled; only 60 to 75 percent of them were successful 
in meeting the housing requirements. (Data provided by 
The Rand Corporation, January 18, 1980.)

In the Demand Experiment, however, demographic differences 
did not seem to account in a consistent manner,for variations 
in the rates at which offers to enroll were accepted. In 
Pittsburgh, the non-elderly and large households accepted 
more often than the elderly and smaller households, with 
differences of 10 to 20 percentage points in each case.
(Kennedy and MacMillan, Available April 1980: Chapter 2.)
In Phoenix, the difference was slight. With respect to 
race, however, both sites show a difference, but in opposite 
directions, with blacks more likely to enroll in Pittsburgh 
and whites more likely to enroll in Phoenix.

;
1

:;

!
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The one consistent and substantial pattern was that at 
both sites households with a history of mobility over the 
past three years accepted the offer to enroll more often 
than those that had not moved. As the amount of mobility 
increased, acceptance also increased. (Kennedy and MacMillan, 
Available April 1980: Chapter 2.) Prior mobility seems to 
increase a household's willingness to accept because they 
would be more willing to move if the current unit does not 
meet standards.

:

I

The second stage of participation -- meeting housing 
standards and becoming a recipient - shows more consistency 
than the first stage, and in the Demand Experiment as in 
the Supply Experiment, demographic characteristics are 
closely related to participation. At both Demand sites, 
large households, minorities, households headed by couples, 
households with income below $4,000, and those receiving 
welfare lived in poorer quality units and had more difficulty 
meeting the housing standards than households consisting of 
2 to 4 members, non-minorities, single parents, households 
with income over $4,000, and those not receiving welfare. 
(Kennedy and MacMillian, Available April 1980: Chapter 2.) 
Typically, participation rates were about 40 percent higher 
for the more successful group. And here too, households 
with a history of some mobility in the past three years met 
housing standards and became allowance recipients more 
often than those who had not moved recently.

In general then, it appears that participation was most 
closely linked to two factors: the quality of the dwelling 
unit at enrollment and prior mobility. Because they often 
had to take action -- moving or making repairs -- which was 
difficult, costly, or not desirable from their point of 
view, the very poor, minorities, and very large households 
had lower participation rates than others in the program.

Comparisons Between Homeowners and Renters

!l
;

'I :
.
■

As mentioned earlier, both renters and owners could 
participate in the Supply Experiment. Participation rates 
differed for these two groups: renters enrolled in higher 
proportions than owners, but enrolled owners were more 
likely to become recipients. A comparison of Tables II-5 
and 11-6 illustrates that renters enrolled at up to twice 
the rate of owners. Enrolled owners, on the other hand, became 
recipients at rates that were about 5 to 15 percentage 
points greater than the renters.

17
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That enrolled owners became recipients more often than 
enrolled renters reflects that either enrolled owners lived 
in higher quality units or were more likely to repair 
their units than renters* (Lamar and Lowry, 1979: 20 and 29.)

Renters, on the other hand, were more willing to move than 
owners. Thus, even though fewer enrolled renters could 
meet the housing requirements after enrollment than owners 
could, enough renters moved that, combined with higher 
enrollment rates, their overall participation was much 
greater.
Differences Between Experimental Sites
A number of differences in participation rates are observ­
able in Table 11-1. The enrollment rates for renters are 
considerably higher in the Demand Experiment than in the 
Supply Experiment. This difference may be attributed, in 
part, to the different outreach approaches.

Even within the experiments some differences are observable. 
In the Supply Experiment, the overall participation rate 
for renters in Brown County was about 25 percent higher 
than for renters in St. Joseph County. Although enrollment 
rates are similar, households in St. Joseph County had 
more difficulty meeting the standards than those in Brown 
County. And that can be explained not because the standards 
differed -- they did not -- but because housing is generally 
of poorer quality in St. Joseph County and, despite higher 
vacancy rates, standard housing is not as available owing 
to a large surplus of deteriorating housing in South Bend, 
its central city.

There are also substantial differences between participation 
rates in Pittsburgh and Phoenix. Phoenix's higher rates 
may be attributed to a slightly better housing stock, its 
higher vacancy rates, and a mobile population more willing 
to move to better housing. And because higher payment 
levels cause greater participation, the higher average 
allowance payments in Phoenix may also have contributed to 
the difference in participation.
Reasons for Not Participating

A sample of over 300 households not accepting the offer to 
enroll in the Demand Experiment were asked why they chose 
not to participate. (Kennedy and MacMillan, Available 
April 1980: Chapter 3.) They were allowed to specify more 
than one reason, and about half said that there were too 
many requirements, including paperwork and the general

••

i

i
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The second most frequent responsebother of participating.
(over 40 percent) was that they did not wish to accept 
charity or participate in a government program of this 
sort.
thought they were ineligible, the payment was too small, 
personal reasons, didn't want to move, or didn't understand 
the offer.
percent of those rejecting the offer.

Some of the other reasons given were that they

Each of these was cited by about 10 to 25
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III. USE OF ALLOWANCE PAYMENTS

This chapter reports on how the households that participated 
in EHAP used their housing allowance payments. The following 
questions are addressed:

Do allowances induce families to live in standard 
housing?

Does the allowance induce families to increase their 
expenditures for housing?

Are increased expenditures matched by similar increases 
in the amount of housing which families obtain?

§

What proportion of the allowance is used for increased 
housing expenditures?

What is the impact of the allowance payment on rent 
burdens?

Because low-income families make many changes in their 
housing conditions in the absence of any government-sponsored 
program, to answer these questions, it is not sufficient to 
measure the total changes made by housing allowance families. 
If the analyses were limited to such data, the results 
would include background effects -- such as inflation and 
other changes families normally make over time -- that are 
not attributable to the experiments. The findings presented 
in this chapter are those changes made by households because 
of the housing allowance program.

To do this we will use results from the Demand Experiment 
because that experiment includes control households. ]_/ We 
will compare allowance households with controls in order to 
determine the changes that are attributable solely to the 
housing allowance program. Throughout this chapter we 
will refer to these changes as "above normal." In addition, 
this chapter also presents comparisons between housing 
allowance households and those that were offered payments 
not linked to a housing quality standard (unconstrained 
household s).

_]_/ This does not imply, however, that the other two experiments 
of EHAP are not useful in answering these questions; they 
are, because the changes allowance households make in 
one experiment can be tested against the others. It just 
means that the other experiments lack a control group of 
households necessary for analysis in this chapter.

20



Minimum Standards. Table 111 -1 shows the percentage of 
housing allowance, unconstrained, and control households 
that meet a minimum set of health, safety, and structural 
standards. 2/ Households enrolled in the housing allowance 
program live in standard housing more often than control 
households. For example, after two years, the percentage 
point increase for allowance households is over two times 
greater than that for control households (23 percentage 
points increase versus 7 in Pittsburgh, and 36 versus 17 in 
Phoenix).

Households offered housing allowances in Pittsburgh and 
Phoenix also do better at meeting the housing standards 
than those that received unconstrained payments. In each 
site the improvement amounts to 13 percentage points (23 
minus 10 in Pittsburgh; 36 minus 23 in Phoenix).

It is important to remember that housing allowance households 
had to live in units which passed the housing requirements 
in order to receive a payment. That is, 100 percent of the 
housing allowance families that received payments lived in 
acceptable housing. This was not the case for households 
that received unconstrained payments. Of these families,
77 percent in Pittsburgh (100 minus 23) and 54 percent in 
Phoenix (100 minus 46) received a subsidy and lived in less 
than standard housing.

Table III - 1

Percentage of Households Meeting Minimum Standards
After Two Years

PHOENIXPITTSBURGH

Two Years Change a/Two Years Change a/

+ 36%56%+ 23%45%Enrolled A11owance

+ 2346+ 1023Unconstrained

+ 1736+ 728Controls

Source: Friedman and Weinberg, Available March 1980:
Chapter 2.

a/ Change in percentage points from enrollment.

2/ See Appendix D.
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Increased Expenditures for Housing
As a result of a housing allowance, what changes do families 
make in their expenditures for housing? There are a number 
of ways in which this question can be answered.
Table III-2, for example, shows the median percentage 
increase in expenditures for housing above normal -- that 
is, beyond what controls spend for housing. The median 
increase among all those that received allowances was 4.3 
percent in Pittsburgh and 16.2 percent in Phoenix.
Among those allowance families that met the minimum standards 
at enrollment, both Pittsburgh and Phoenix have similar 
results --there was practically no change above normal in 
housing expenditures. In both sites virtually all of the 
above normal changes in expenditures are associated with 
those families that did not meet the standards until after 
enrol 1ment.
Further, when housing allowance families are compared with 
similar unconstrained families that also meet housing 
quality standards, their increases in housing expenditures 
are not significantly different. Even among those families 
that had the largest increases in housing expenditures 
(those who upgraded or moved) the differences are not 
significant.

Table 111-2

Median Housing Expenditure Changes Above Normal

PITTSBURGH PHOENIX
Housing Allowance Househo1ds

All that Received Payments

Those that Met the Housing 
Standards at Enrollment

4.3% 16.2%

1.1 0.7

Those that Did Not Meet Housing 
Standards at Enrollment 7.5 23.6

Friedman and Weinberg, Available March 1980:Source:
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Moving is generally the easiest way to make a substantial 
change in one's housing conditions. As is discussed in the 
next chapter, most renter households move within a five 
year period. Therefore, families that move reflect changes 
that are an approximation of those induced by a housing 
allowance program in the long run. Table 111- 3 presents 
the above normal changes in expenditures for housing for 
movers and non-movers. :

=
-
-
;Table 111-3 :
!Median Housing Expenditure Change

~~"Above Normal by Moving Status

PITTSBURGH Movers Non-Movers
Housing Allowance Households 8.1 % 1.4%
Unconstrained Households 3.7 0.5
PHOENIX

Housing Allowance Households 19.2 3.1
Unconstrained households 17.9 4.6

;

Friedman and Weinberg, Available March 1980: 
Chapter 7.

Source:

As might be expected, non-movers made small above normal 
changes in their housing expenditures. The results are 
similar in both sites. No significant differences appear 
between housing allowance and unconstrained households.
In all cases the changes are less than 5 percent.

The changes made by movers are greater. In Pittsburgh, 
housing allowance families increased their above normal 
expenditures by 8.1 percent; in Phoenix the increase was 
19.2 percent. Again, similar patterns show up in both 
sites when housing allowance and unconstrained households 
are compared. The differences in above normal expenditures 
between these two groups are usually less than 4 percentage 
points and are not statistically significant.
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In comparison to a similar unconstrained income transfer, the 
minimum standards requirements do not either increase housing 
expenditures overall or even among households that did not 
already meet requirements at enrollment. However, as shown 
by Table 111-1, the housing quality standards did induce a 
substantial increase in the proportion of households that 
met the standards while the unconstrained offer did not.
Changes in the Amount of Housing that Families Obtain
Increased expenditures for housing may not always lead to 
corresponding changes in the amount and quality of housing 
that families obtain. If early in their search for a unit 
that passes the housing standards, a family finds one that 
is overpriced, it might choose to rent it rather than continue 
to search for a better deal. Since housing allowance 
families know that they will not receive a payment until 
they find an acceptable unit, they may be especially 
anxious to do so. Therefore, it is possible that some of 
the expenditure changes discussed earlier are overpayments.

To establish whether or not this is the case, actual rents 
were compared with an estimate of market rents. 3/ Analyses 
show that no significant overpayment seems to have occurred 
in Phoenix. While some overpayment may have occurred in 
Pittsburgh, there is no significant difference between the 
overpayment figures for housing allowance and control 
households. Similar results were reported for unconstrained 
households. (Friedman and Weinberg, Available March 1980: 
Chapter 6.)

Based on the above analysis, we are encouraged to interpret 
the increases in housing expenditures reported earlier as 
being a reflection of real changes in the quantity and 
quality of housing which families obtained.
Portion of Payments Used for Housing

For households that received payments, what portion did 
they spend on increased housing? From a recipient's point 
of view, and perhaps from other views as well, it may seem 
that all the payments go to housing. We are concerned 
here with only that portion of the payment which is spent 
on increased housing above normal.

3/ Market value was determined by using a statistical index 
which relates the rents of a large number of units to 
their physical, locational, and tenure characteristics. 
The index was able to explain about 80 percent of the 
variation in rents. (Merrill, Available March 1980: 
Chapter 3.)
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Figure 111-1

l

Changes in Housing Expenditures 
and Allowance Payments 

(Relative Dollars per Month)

l

Allowance Payments

Normal Housing 
Expenditures

Housing Expenditures 
for Allowance Housholds

$200

140 i

$119$114120 $110
$100 $100 $100

100

80
,

$60$5660 $54
••

40

20
i.:

! Movers Who Did 
Not Meet Standards 

At Enrollment

All MoversAll Households!■

i

Source: Friedman and Weinberg, Available March 1980: Chapters 5 and 7.;
i

Note: All figures have been adjusted so that normal housing 
expenditures equal $100.r
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Table 111-4 summarizes the EHAP data on that issue. In 
Pittsburgh, allowance households used 9 percent of their 
payment for increased housing expenditure above normal; 
unconstrained households used 6 percent of theirs. For 
Pittsburgh households that moved, 16 percent of the allowance 
and 8 percent of the unconstrained payments were used for 
increased housing expenditures above normal. (Recall, 5 
percentage points is equivalent to $7 monthly in rent.)

Table III-4

Median Housing Expenditure Increases
Above Normal as a Percent of Payment

Housing 
A11owance 
Households

Unconstrained 
Households

PITTSBURGH

All Households 
Movers Only

9 6
16 8

PHOENIX

All Households 
Movers Only

27 19
32 24

Source: Friedman and Weinberg, Available March 1980: 
Chapters 5 and 7.

While the portion used in Phoenix is higher in each case 
shown, the differences between allowance and unconstrained 
payments used for increased housing expenditures above 
normal are similar for the two sites -- from 3 to 8 percentage 
points. Allowance recipients used more of their payments 
for increased housing than did unconstrained households.
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Figure III-l shows these findings in another way. It 
compares average values for housing allowance payments, 
expenditures households would have made in the absence of 
the program, and expenditures by allowance households on the 
same scale. The difference between the two expenditure 
levels is the extra expenditure induced by the program.
For all households this is equivalent to an average of 10 
percent of what would have been spent without the program. 
This increases to 14 percent when we look only at movers and 
to 19 percent when we look only at movers whose homes did 
not meet standards at enrollment.

:

.
■

:

In other words, the $54 average allowance payment yielded a $10 
extra housing expenditure. Every dollar of payment yielded 
almost 19 cents of increased housing. The comparable 
figure for all movers is 25 cents; for movers whose units 
did not meet standards at enrollment, the comparable figure 
is 32 cents.

!
!
:

i

IChanges in Rent Burden

We have examined the ways in which the housing allowance 
program helps low-income families obtain adequate housing. 
Now we will see if it makes their housing more affordable.

We will measure affordability by examining rent burden.
Rent burden is the proportion of a household's income which 
is used for housing expenditures. The determination 
of rent burden for households not receiving an allowance 
payment is straightforward. The problem is more complex 
for allowance recipients. We can either view the allowance 
payment as “special" funds used solely to reduce rent, or 
we can view it as additional income which can be used for 
other purposes in addition to housing. It is likely that 
some recipients view the allowance in the second way.
The first row of Table 111 - 5 shows that the rent burdens 
of those households who received payments were alike in 
both sites at enrollment. Families were using almost 40 
cents out of every income dollar for rent and utilities.

The bottom two rows of Table III-5 shows that rent burdens, 
calculated according to the first approach, showed marked 
reductions. When rent burdens are calculated according to 
the second approach, however, the changes are more modest. 
Even with the additional income provided by the allowance 
(the average annual payment was $780 in Pittsburgh and 
$972 in Phoenix), families were still paying about a third 
of their incomes for housing.

I

I

I

=
3S
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Table III-5

Mean Rent Burden of Housing Allowance Households

PITTSBURGH PHOENIX
41%39%Before Receiving the Allowance

After Receiving the Allowance
Considering Payments as a 
Reduction in Rent and Not 
Counting it as Income 2019

Considering Payments as 
Additional Income and 
Not as a Reduction in Rent 3632

Friedman and Weinberg, Available March 1980: 
Appendix VI.

Source:

Summary

Analysis from the Demand Experiment has shown that the 
housing allowance program has had a modest effect on 
households' expenditures for housing. The long-term effect, 
as estimated by the increases shown for households that 
moved, is somewhat stronger than the short-term effect.
The increases are similar to those shown for households in 
HEW's Income Maintenance Experiment. (Ohls and Thomas, 
December 31, 1979: Chapter II.)

Housing allowance households devote about a fourth of their 
allowance payments to these increased expenditures. The 
remainder of the payment can be viewed as reducing their rent 
burden.

Housing expenditures and housing quality changes for households 
that were offered housing allowances and met the housing 
standards are almost identical to the changes made by 
unconstrained households. On the other hand, the housing 
allowance offer with its housing quality requirements was 
substantially more successful in inducing households to meet 
the housing quality standards than an unconstrained 
assistance offer.

28



The earmarking provision of the housing allowance seems to 
focus the housing improvement efforts of households 
toward the particular health and safety items called for 
in the standards- 4/ Unconstrained households that improved 
their housing did so in a more general way.

iREFERENCES ■:

-:Chapter III i;! iFriedman, Joseph and Daniel Weinberg, Housing Consumption 
Under a Constrained Income Transfer:
Housing Gap Housing Allowance, Abt Associates Inc. 
Available March 1980.

•r

-Evidence from a
i

:
i

Merrill, Sally R _____________________________
of Housing Quality, Abt Associates Inc., Available 
March 1980.

Hedonic Indices as a Measure• > :
!

Merrill, Sally R. and Catherine A. Joseph, Housing
Improvements and Upgrading in the Housing Allowance Demand
Experiment, Abt Associates Inc., Available April 1980.

i •
ii

i

£/ The improvements required to meet the standards (by 
families that choose to repair their housing rather 
than move) are usually correctable at a low cost, 
will be discussed in detail in Chapter V.

:;:
This=

i

*
I
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IV. MOBILITY

Both the freedom and the opportunity to move are primary 
characteristics of EHAP's housing allowance concept. If 
the offer of a housing allowance linked to a housing standard 
stimulates families to move more often than they would 
normally, then the potential for improvement in their 
housing and neighborhood conditions is increased by the 
program. But while a household can improve its neighborhood 
conditions by moving, an improvement in its housing may 
arise either by upgrading or by moving to another unit 
within or outside the neighborhood.
EHAP provides data on many mobility issues. The principal 
questions addressed in this section are:

Does a housing allowance program stimulate families 
to move?
As housing allowance recipients attempt to change 
their consumption of housing by moving, what neighborhoods 
will they seek and succeed in entering?
Are these neighborhoods more racially and economically 
integrated?

Will families flee from the central city to the 
suburbs?

t

Some insights and answers to each of these questions are 
provided by each of the three experiments of EHAP. But the 
Demand Experiment, because it includes control households, 
allows the effects induced by the allowance program to be 
separated from what occurs normally. In addition, the 
Demand Experiment allows comparison with households receiving 
payments not linked to housing.

Mobility of Low-Income Households

Before we get to the changes in mobility stimulated by 
the offer of housing allowances, let's review some of what 
is generally known about the subject.

The Bureau of the Census has been publishing annual mobility 
data from the Current Population Survey since 1948. Annual 
"ever moved" rates are calculated by asking if the members 
of the survey household have been living in the same dwelling 
unit since the previous year. As can be seen in Table IV-1 , 
these rates have been very stable for the general population
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=
ITable IV-1 =

iProportions Ever Moved 1947-T976 by Move Type:
(U.S.Civi1ian, Non-Institutionalized Population !

One or More Years Old)
i

Period Total •!Inter-County Intra-County
j1947- 48

1948- 49
1949- 50
1950- 51
1951- 52
1952- 53
1953- 54
1954- 55
1955- 56
1956- 57
1957- 58
1958- 59
1959- 60
1960- 61
1961- 62
1962- 63
1963- 64
1965- 66
1966- 67
1967- 68
1968- 69
1969- 70
1970- 71

l20.0
18.8
18.7 
21.0
19.8 
20.1 
18.6
19.9 
20.5 
19.4 
19.8 
19.2 
19.4 
20.0

6.4 13.6
5.8 13.0
5.6 13.1 i
7.1 13.9

13.2 
13.5
12.2 
13.3

!6.6
6.6
6.4

16.6
6.8 13.7
6.3 13.1
6.7 13.1
6.1 13.1
6.5 12.9

13.7 
13.0 
12.6 
13.0
13.4
12.7 
11.6
11.8 
11.7
11.4

6.3
19.1 6.1
19.4
19.6
20.1
19.3
18.3 
18.8
18.4 
18.0

6.8
6.6
6.7
6.6
6.7
7.0
6.7
6.5

a/
1975-76 17.1 6.4 10.8 i

Mean:(1947-76) 18.9 6.5 12.8
:
iSource: U.S. Bureau of the Census, Current Population 

Reports, Population Characteristics, Series P-20.

Data for April 1971 through March 1975 are not available 
on an annual basis.

a/
:

3

■:

i
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over the past three decades, ranging only from 17.1 percent 
to 21 percent. Annual wi thin-county moves for both homeowners 
and renters have also been stable, ranging from 10.8 to 13.7 
over the same time period.

Another source of mobility information is the Michigan 
Panel Survey of Income Dynamics (SID), a study over time of 
the socio-economic characteristics of a representative 
sample of the American population. Some of its data on 
mobility rates of the low-income population are shown in 
Table IV-2.

Table IV-2

Mobility According to Age of the Low-Income Population _a/

Percentage Moving
in Five Years 
(1968-1973)_______

Percentage Moving
in One Year 
(1 968-69)_________

Households 
(By Age Groups)

93Less than 25
25-34
35-44
45-54
55-64

56
8328
6625

20 57
15 56

1465 11

All Low-Income 
Renters 27 71

All Low-Income 
Homeowners 5 23

Source: Michigan Panel Survey of Income Dynamics.

a/ The low-income population was defined by the ratio 
of total family income to an annual family need 
standard which varies by household size and by age 
and sex of family members, with additional adjustments 
for small families and for farmers.

Table IV-2 indicates that on average, mobility rates for 
low-income renters are substantially higher than for low- 
income homeowners. When this difference is taken into 
consideration, the mobility rates in Table IV-1 and IV-2 
become quite compatible.
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Data from the Michigan Panel Survey also shows very little 
variation by income among low-income households.

Table IV-3 shows that mobility rates are different in 
various census regions of the country. The propensity of 
western renters to move (41 percent in one year) is much 
higher than in the northeast or south (23 and 22 percent in 
one year, respectively). The data from this table suggest 
that renters generally have a high propensity to move.

=

r

Table IV-3
:
iRegional Mobility Rates of the Low-Income Population

(Renters Only)¥7

Percentage Moving In 
One Year (1968-69)

Percentage Moving In 
Five Years 1968-73)Census Region

Northeast 
North Central 
South 
West

23 62
31 77
22 68
41 81

Source: Michigan Panel Survey of Income Dynamics.

See the footnote to Table IV-2 for the definition 
of the low-income population.

a/

•:
We hypothesize that the higher its propensity to move, the 
more likely a low-income household is to participate in a 
housing allowance program, particularly if the household 
must move to meet the housing requirements. The chapter on 
EHAP participation results supports this hypothesis after 
controlling for various determinants of participation such 
as initial housing quality and the size of the allowance 
offer. Renters participate at much higher rates than 
homeowners; the elderly participate less than younger 
groups; and the participation rate in Phoenix, in the 
west, was higher than in Pittsburgh.
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Mobility of Households in EHAP
Figure IV-1 shows the pre-program mobility history of 
households enrolled in the two Demand Experiment sites, 
Pittsburgh and Phoenix. A comparison of these data with 
the national and regional data from the Panel Survey of 
Income Dynamics shows a striking similarity. Pittsburgh 
households closely resemble those households in the northeast 
and southern regions. Phoenix households are like those 
in the western regions. The moving rate in the north 
central region falls about midway between the Pittsburgh 
and Phoenix rates.
EHAP's Effect on Mobility
Table IV-4 indicates that the effect of the allowance on 
mobility is small or non-existent. In Pittsburgh over a 
two year period, 37 percent of the enrolled allowance 
households and 36 percent of the control households moved. 
In Phoenix, 59 percent of the allowance households and 52 
percent of the controls moved.

Table IV-4

Two-Year Searching and Moving Rate 
for Housing Allowance and Control Households

Percentage of 
Searchers 
Moving_______

Percentage of 
All Enrolled 
Households Moving

Percentage
Searching

PITTSBURGH

Housing A11owance 
Households 

Control Households
60 61 37
58 61 36

PHOENIX

Housing Allowance 
Households 

Control Households
68 87 59
67 77 52

Source: Data provided by Abt Associates Inc 
January 18, 1979. • »
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Figure IV-1

Cumulative Percentage of Enrolled Households Having Moved 
At Least Once During the Twenty Years Prior to the Demand Experiment

,!
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;Source: MacMillan, Available March 1980: Chapter 3.

Note: Sample is Experimental and Control households enrolled, excluding those with enrollment incomes over 
the eligibility limits and those living in their own homes or in subsidized housing, and excluding households 
formed after the year shown.
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At both sites, more sophisticated analyses controlling for 
demographic and other differences indicate that the allowance 
offer increased the probability of moving for all households 
by seven percentage points over the control households.

. , the allowance effect on moving is concentrated 
households whose units did not meet requirements at 

But even for these households, the estimated
However 
among
enrol 1ment.
effect was only to increase the probability of moving by^ 
ten percentage points over the control households. (MacMillan, 
Available March 1980: Chapter 4.) Thus, it appears that 
normal mobility will largely determine the rate at which 
households move to meet housing requirements.

Constrained vs* Unconstrained Payments
So far we have shown that the constrained housing allowance 
payment leads to small increases in mobility, 
allowances and unconstrained payments compare?

In Pittsburgh, families that received unconstrained payments 
moved more often relative to controls than did housing 
allowance households, 
probability of moving is increased by 10 percentage points. 2/ 
While this program effect of moving is higher than the effect 
for the Pittsburgh allowance households, it is about the 
same as the effect for the Pittsburgh allowance households 
not meeting the housing standard at enrollment.
Available March 1980: Chapter 4.)
effect for housing allowance and unconstrained households 
was about the same.
probability of moving by about 0.10 over the normal 
probability of moving observed for control households.
Reasons for Not Searching

How do

\
Analyses indicate that their

(MacMillan, 
In Phoenix, the program

The unconstrained offer increased the

Of those households not meeting the housing requirements at 
enrollment, 64 percent in Pittsburgh and 68 percent in 
Phoenix searched for another housing unit. Nearly a third 
did not even bother to search. Why not?

Those non-searching households were interviewed three times 
over a period of 18 months. In both sites over 72 percent 
of them were consistently satisfied with both their unit 
and neighborhood. The reasons they gave for not having

£jHEW sIncome Maintenance Experiment found similarly 
small increases in the probability of moving. (Ohls 
and Thomas, December 31, 1979: Chapter 3.)
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searched fall into three major categories: (1) they were 
satisfied with their present dwelling units; (2) they had 
strong attachments to their present neighborhoods because 
work, family, friends, schools were close by; and (3) with 
the additional money from the allowance, they did not 
believe they could find another unit they would like as 
well. (MacMillan, Available March 1980: Chapter 5.)
Analyses of the data show a strong relationship between a 
household's level of satisfaction with its present housing 
and neighborhood and its propensity to move. When households 
are satisfied, the offer of some additional money is often 
not a sufficient incentive to move.

;

Data from the Supply Experiment, reported in Table IV-5, 
offer additional evidence that households are reluctant 
to move merely to qualify for allowance payments. About 
three-fourths of the households in each site whose 
dwellings initially failed chose either to repair them or 
move to acceptable housing. Moving was the preferred choice 
only for those whose dwellings had four or more defects. 
Moreover, among those who did not repair, termination was 
more common than moving.

Reported Discrimination :
'

Among households that searched for another dwelling unit, 
over a third said they experienced some discrimination.
Their reports are categorized in Table IV-6. The most 
frequent reason given was the presence of children in the 
household. Source of income, age, and marital status were 
next in frequency, followed by sex and race. J_/

Analysis have been conducted that consider the relationship 
between several demographic characteristics and the incidence 
of reported discrimination. As might be expected, black 
and hispanic households were more likely than white households 
to report racial/ethnic discrimination. Black households 
were also more likely than white households to say they 
avoided certain neighborhoods because of the expectation of 
discrimination. There is little evidence, however, to 
suggest that any particular type of discrimination was 
consistently used to mask discrimination against 
race/ethnicity. (Vidal, Available April 1980: Chapter 2.)

1/ Similar results were obtained in the Supply Experiment.
See McCarthy, September 1979:18.

■.

I
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Table IV-5
Renter Responses to the Initial Dwelling Evaluation

by the Severity of Failure in Green Bay and South Bend

Household Response %Percent of _________ __________________
Failed Units [Upgraded 1 Moved1Terminated

Number of 
I terns Failed

GREEN BAY

1716671 49
17 23602 25
18 3052133

3331 364 + 13
59 19 22100T otal

SOUTH BEND

1 43 73 11 16
2 23 55 17 28
3 13 52 16 32
4 + 21 32 30 38
Total 100 57 17 26

Source: McDowell, 1979: Table 2.3
Sample: Households who enrolled during the first two 

program years, failed their initial housing 
evaluations, and acted in one of the indicated 
ways by close of file. Those who did nothing 
are excluded.
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Table IV-6
.

Type of Discrimination Reported by All Searchers

PITTSBURGH PHOENIX
Percentage of 
H ou seholds T hat 
Reported 
Discrimination 
of This Type 
(N = 697)

Percentage of 
H ou seholds That 
Re port ed 
Discrimination 
of This Type 
(N = 651)

Type of 
Discrimination

Any type of 
Disc rimination 54% 33%

15Age 12 I
8 2Sex

Marital Status 20 6
Race/ethnicity 7 a/ a b/

30Source of Income 8
■

45 24 ICh i 1dre n
;
'Receipt of a 

H ou sing A11owance
:

11 :

j
Source: Vidal, Available April 1980: Appendix IV. ,

!

..
Ia/ Stratifying by race we find that 21% of black 

“ households and 3% of white households reported this 
type of discrimination.

Stratifying by race we find that only 1% of white 
households reported experiencing this type of 
discrimination while 15% of black households and 
eight percent of hispanic households reported such 
disc rimination.

8n i

b/

;•
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Locational Changes
So far, we have found that housing allowance and control

But howhouseholds move at only slightly different rates, 
do allowance and control households compare with respect 
to the types of neighborhoods they move to?
Analyses of program data from the Demand Experiment show 
that the neighborhoods moved to by blacks and hispanics had 
lower levels of minority concentration and higher average 
incomes than the ones they started from. These new 
neighborhoods were also more favorably ranked by subjective

less litter, less crime, more public services, 
(Atkinson, et. al, 1977:106.) The controls showed

assessments 
etc.
similar changes. Thus, to the extent that allowance and 
control households move at only slightly different rates 
and generally move to similar neighborhoods, housing allowances 
do not significantly effect racial and economic integration. 
Results from the Supply and Administrative Agency Experiments 
show similar trends. (Rand Corporation, 1978:133, and 
Holshouser, 1977:E34.)

Movers from Cities to Suburbs

Generally the distances recipients moved were modest, 
averaging about 1.6 miles. (Atkinson et al , Available 
April 1980: Chapter 5). Table IV-7 provides some information 
about these moves in terms of shifts from cities to suburbs.
In each instance, however, analyses indicate that the 
percentage of allowance households choosing a particular 
location is not significantly different from that of the 
control households. Data from the Administrative Agency 
Experiment confirm the lack of any noticeable effect on 
central city/suburban locations: 71 percent of the recipients 
lived in central cities at enrollment and 70 percent 
lived there after receiving their first payment. (Holshouser, 
1977:E29. )
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Table IV-7

City/Suburban Locational Choices

Per centage of
Those Initially 
in the Suburbs 
Moving to the 
Central City

iPercentage of
Those Initially 
in the Central 
City Moving to 
the Suburbs

■: i

Household Type ; ■

PITTSBURGH

1Experimental Households 

Control Households

18% 12%
19 12 n

S3

PHOENIX
Experimental Households 

Control Households

33 6

29 6

I
■

RAtkinson et al., Available April 1980: Chapter 5.Source: i

hFull payment experimental movers and control 
movers active two years after enrollment, excluding 
those with enrollment incomes over the eligibility 
limits, those living in their own homes or in 
subsidized housing.

Sample: ;:

8 111I:

;
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V. HOUSING MARKET EFFECTS

rCritics of housing allowances argue that giving low-income 
families cash earmarked for housing would cause housing 
prices to rise substantially. Some view low-income renters 
as captives of their landlords and believe that landlords would 
raise the rents of program recipients by the amounts of 
their allowances. Others argue that the program's housing 
standards would create an inflationary competition for 
acceptable dwellings as those living in substandard housing 
sought to qualify for assistance.

Because housing allowance payments would not usually be large 
enough to induce recipients to purchase or rent newly 
constructed units, some critics conclude that the program 
would not increase the supply of acceptable dwellings.
They judge that homeowners and landlords would be unwilling 
or unable to improve substandard dwellings, or that recipients 
would avoid such improved dwellings because of the neighborhoods 
in which they were located.

Those who favor housing allowances stress the flexibility 
of the existing housing stock, arguing that deteriorated 
housing could be profitably repaired if Its occupants were 
willing to spend more on housing. They also envision more 
competition among the suppliers of housing than do the 
critics. Since allowance recipients could move, carrying 
their allowances with them, landlords who were unwilling to 
maintain their dwellings to program standards would lose their 
tenants and thus be forced either to change their policies 
or go out of business.

These different views reflect different beliefs about both 
the technical and behavioral features of housing markets.
The Supply Experiment was designed to provide evidence to 
evaluate these two views. The evidence is provided directly 
by examination of market outcomes in its two sites and 
indirectly by generalizable analysis of the market processes 
that led to those outcomes.

With these objectives in mind, experimental sites were chosen 
that differed in three important respects: initial market 
conditions, market structure (division into racial submarkets), 
and the quality of the housing stock. Tables V-l and V-2 
present selected indicators of market condition and market 
structure in each site; Figure V-l shows the age distribution 
of each county's housing stock, an indicator of its quality.

■,
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Table V-l

POPULATION CONTRASTS AT BASELINE:
BROWN COUNTY (1974) AND ST. JOSEPH COUNTY (1975)

HouseholdsAverage Annual 
Growth (%)Number

Percent Black or
Spanish-speaking

Area of
NumberAfter 19701960-70Persons

BROWN COUNTY
28,100 1.90.288,500 3.3Green Bay

19,800 0.63.081,900 1.2Rest of County

47,900 1.42.4 1.5Total 170,400

ST. JOSEPH COUNTY

South Bend - 0.5 39,300 18.6112,500 - 2.2

Rest of County 123,000 0.6 36,3001.2 1.3

Total 235,500 0.3 - 0.8 75,600 10.4

Source: The Rand Corporation, 1978:98.
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Table V-2

HOUSING VACANCIES AND TURNOVER AT BASELINE: 
BROWN COUNTY (1973) and St." Joseph County (T974) n E

Average
Average Turnover
Vacancy per
Rate (%) 100 Units

Average
Vacancy
Duration
(Weeks)

Number of 
Habitable 
Units

r.
:

Area
I

Regular Rental Housing a/

I14,700BROWN COUNTY 5.1 65.6 4.0
16,400St. Joseph County 10.6 57.4 9.6 'i;

} 1Central South Bend 
Rest of County

8,000
8,400

12.3 59.5 10.7
8.9 55.3 8.4

1.n vHomeowner Housing b/ -.
:

■4
31,700 5.60.8 7.4BROWN COUNTY j

12.657,000 2.4 9.9St. Joseph County
Central South Bend 
Rest of County

u25.713,600
43,400

4.2 8.5
9.71.9 10.2

a/ Excludes mobile home parks, rooming houses, farmhouses, and 
federally subsidized dwelling units, 

b/ Excludes mobile homes.

■

Source: The Rand Corporation, 1978:98.=
=
=
=
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Fig. V-1

Distribution of Dwelling Units by Year Built: Brown and St. Joseph Counties

St. Joseph County 
(1975)

Brown County 
(1974)

Year Built

Before 1875

1875-84

1895-94

1895-04 ■.V.

1905-14
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1935-44

ill1945-54
-

’

1955-64

1965 or later

1 I I 1
0 5 10 15 20 25 0 5 10 15 20 25

Percent of All Housing Units

SOURCE: The Rand Corporation. 1978:99
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Prior to the experiment, Brown County, Wisconsin, had a 
tight housing market (low vacancy rates and short vacancy 
durations) because of its growing urban population. Lacking 
segregated racial minorities, the county was divided into 
specialized submarkets only by tenure and type of dwelling.
Its housing stock was relatively new and there were no 
large clusters of deteriorated or dilapidated dwellings.

St. Joseph County, Indiana, on the other hand, was losing 
population and had a loose housing market, reflected in 
high vacancy rates and long vacancy durations. Central 
South Bend, with its segregated black population and older, 
deteriorated housing stock, comprised a geographical submarket 
distinct from the remainder of the county.
At the end of December 1979, the program had been operating 
for about 66 months in Brown County and 60 months in St.
Joseph County. About 3,800 households were receiving 
payments in Brown County, and 5,800 in St. Joseph County 
(8 percent of all households in each site). Payments 
averaged about $1,100 per year.

The argument that landlords of allowance recipients would 
raise rents without upgrading their units is easily dismissed. 
As Table V-3 shows, recipients who remained in pre-program 
housing that already satisfied program standards experienced 
virtually no change in their rents. Even non-movers whose 
units had to be improved in order to participate experienced 
relatively small rent increases.

Few experts on the workings of housing markets believed that 
the effects of an allowance program on housing prices 
would be limited to recipients. Instead, most believed 
that the prices of similar units would be affected similarly. 
The rents of the least desirable units would fall; rents 
of modest units meeting the standards would rise.
Disagreements among experts about the extent to which 
housing allowances would inflate housing prices do not 
represent fundamental differences about how housing markets 
work but rather differences about the degree of responsiveness 
of consumers and producers to changes in their circumstances.
We do not yet have a complete understanding or an accurate 
estimate of the effect of housing allowances on housing 
prices. Nevertheless we can be confident that it is small.
The effect of the housing allowance program on the rate of 
inflation in housing prices is simply the difference between 
the rate experienced in the presence of the program and 
that which would have prevailed in its absence. The average

:

I 1
i

■

ii
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Table V-3

POST-ENROLLMENT CHANGES IN CONTRACT RENT FOR RECIPIENTS:
HOUSING ALLOWANCE PROGRAMS IN BROWN AND ST. JOSEPH COUNTIES THROUGH YEAR THREE

Average Change in Contract Rent (%)
by Initial Evaluation Result______Site and 

Post-Enrollment TotalFailPass

Total Annualized Change a/

BROWN COUNTY:
4.64.04.9Nonmovers

Movers 19.422.615.4

ST. JOSEPH COUNTY:

3.34.02.8Nonmovers
Movers 18.122.67.3

Annualized Change Net of Background Inflation b/

BROWN COUNTY:

-0.4 0.2Nonmovers
Movers

0.5
11.0 18.2 15.0

ST. JOSEPH COUNTY:

Nonmovers
Movers

- 1.0 0.2 -0.5
3.5 18.8 14.3

a/ Change from enrollment to end of Year 3 divided by duration of enrollment.
Entries for movers are annuallized even though they usually represent a 
single change at the time of the move. The total changes for movers during 
their entire periods of enrollment are between 1.4 and 2.0 times the entries 
shown.

bj Total annualized change minus average annual rate of increase for all rents in 
the county. The background inflation rate was 4.4 for Brown County and 3.8 for 
St. Joseph County during the years in question.

SOURCE: Data provided by the Rand Corporation, February 20, 1980.

NOTE: Entries are based on records for 1,584 renter enrol lees in Brown County and 
and 1,592 in St. Joseph County who were receiving payments at the end of 
the third year of program operations. Those living rent-free at enrollment 
or who moved before their enrollment dwelling was evaluated are excluded.

48



i------

:

c-
annual rate of inflation in contract rents has never exceeded 
5 percent in either site and has always been less than the 
national average (data provided by the Rand Corporation, 
December 21, 1979). Since none of the 23 cities for which 
the Bureau of Labor Statistics publishes price indices 
experienced a decline in contract rent between 1974 and 
1978, it seems safe to conclude that neither experimental 
site would have experienced a decline in housing prices in 
the absence of the program. Thus, the effect of housing 
allowances on housing prices in the two sites is certainly 
less than the observed rates of inflation in contract 
rents, which are small.

Reasons for the program's small effect on housing prices are 
easy to find. First, housing allowances have had a small 
effect on the demand for housing services. ]_/ Only 8 
percent of all households become recipients. Since recipients 
spent less than the average on housing prior to the program, 
they accounted for less than 8 percent of aggregate demand.
Even if all were to move, the program would increase their
demand for housing services by far less than 19 percent,
the largest increase in rent for movers shown in Table
V-3. 2./ Therefore, the ultimate effect of housing allowances
on the aggregate demand for housing services will be less than
2 percent.

1_/ The phrase "housing services" refers to an index of all 
of the attributes of housing. If one dwelling unit is^ 
better than another, it is said to provide more housing 
services. If a dwelling is allowed to deteriorate, it 
provides less housing services. Therefore, the demand 
and supply of housing services refers to the demand and 
supply of a composite of all of the attributes of housing 
rather than the demand and supply of separate dwellings.

2/ Not all of this increase represents a program-induced 
increase in the demand for housing services. A part of 
the increase is due to the loss of the discount associated 
with long-term tenancy, and some of the rest would have 
occurred in the absence of the program. Furthermore, the 
percentage increase for homeowners is likely to be smaller 
than for renters because their pre-program housing meets 
the standards somewhat more often and they move much less 
frequently. (Lamar and Lowry, 1979:20.)
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Second, 1t is clear that even in the short run the supply 
of housing services from existing structures does respond

That is, increases in rents willto changes in rents, 
induce suppliers to provide some improvements in housing. 
These improvements are discussed in the following paragraphs.
The Supply Experiment has laid to rest the fear that a 
full-scale housing allowance program would drive up housing 
prices substantially. It has also dispelled the belief 
that such a program would do almost nothing to increase 
the supply of decent, safe, and sanitary housing.
In both sites, but especially in St. Joseph County, those 
who enrolled in the program often lived in substandard 
housing. 3/ During the first four program years, 48 
percent of enrollees' dwellings in Brown County and 56 
percent in St. Joseph County failed initial inspections.
In the two sites combined, 24 percent of the failed dwellings 
lacked adequate space or interior privacy, 34 percent 
lacked adequate kitchen or bathroom facilities, and 80 
percent had one or more hazardous conditions.

Among recipients whose pre-program housing did not meet 
the program standards, 86 percent repaired them, usually 
within three months. After five program years, about 
3,500 current recipients and 7,600 former recipients are 
in this category. Since some of the units occupied by 
past recipients no longer meet the standards and others 
would have been repaired to meet the standards even if 
their occupants had never received assistance, we can 
conclude that EHAP has increased the supply of decent, safe, 
and sanitary housing at the two sites by at least 3,500, 
but less than 11,100 units. 4/ In the absence of the 
program, there would have been about 25,000 substandard 
and 99,000 standard units at the two sites. 5/ Therefore, 
EHAP has decreased the number of substandard units between 
14 and 44 percent and increased the supply of decent, safe, 
and sanitary units between 4 and 11 percent. (Data provided 
by the Rand Corporation, January 28, 1980)

3/ See Appendix D for a description of the housing standards 
used in the experiments.

4/ This ignores two possibilities: (1) some of the units into 
which recipients moved were upgraded from substandard to 
standard units in response to the program, and (2) some 
of the previously substandard units occupied by current 
recipients would have been upgraded in the absence of the 
program.

J>/ These numbers are based on estimates that prior to the 
experiment about 20 percent of the units would have 
failed the program standards. (Lowry, Woodfill, Repnau, 
1974: 17-22; Lowry, Woodfill, Dade, 1975:9-16.)
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The types of initial repairs are detailed in Table V-4. 
Approximately half of the units that were evaluated had 
only one defect; fewer than 10 percent had four or more 
defects. Table V-5 shows that these repairs were made at 
low out-of-pocket costs. These costs were low because 
many of the defects -- especially the health and safety 
hazards -- were easily repaired and because recipients, 
their friends and their landlords did most of the work.
Most of the cash outlays were used only for purchased 
materials. Paid labor was used only for 10 percent of 
the repairs to rented dwellings and for about 15 percent 
of the repairs to owner-occupied homes (McDowell,
1975:24). 6/

A housing allowance program affects repair activities not 
only immediately before but also after a unit enters the 
program. The most comprehensive and reliable data on 
annual repairs come from homeowners. In the Supply Experiment 
sites, both the median and the mean cash outlays per dwelling 
are higher for allowance recipients than for other homeowners 
whose incomes were under $7,000, as the following shows:

BROWN COUNTY

i I

ST. JOSEPH COUNTY
Median Mean Median Mean

Recipient homeowners 

All low-income homeowners

83 256 303109
56 182 50 268

Data supplied by the Rand Corporation, 
February 15, 1980.

Source:

Some observers have been disappointed by the small cash 
cost of repairing substandard dwellings, believing that 
such inexpensive improvements must have little social 
value. But housing improvements need not be expensive to 
contribute significantly to the welfare of occupants.

The major market effects on which proponents and opponents 
of housing allowances have differed are the effects of 
allowances on housing prices and the supply of standard 
housing. As a result of EHAP, facts now replace assumptions 
on these matters. Many other market effects have been 
studied; only some will be mentioned here. EHAP appears

;1
‘I

;
:6_f Tor"renters there is reason to believe that even 

out-of-pocket costs are understated because tenants 
were asked to estimate costs incurred by their landlords.

:

.
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Table V-4
Required Repairs to Enrollees1 Dwellings

by Item Repaired: Housing Allowance Programs
in Brown and $t. Joseph Counties, 1976-79

Percent of All Repairs
Item Repaired

BROWN COUNTY ST. JOSEPH COUNTY

Owners RentersOwners Renters
12211424Handrail or steps 

Window, door, or partition 
Structural components a/ 
Plumbing system 
Heating system 

or vent
Electrical system 
Refrigerator or range 
Grounds or fence 
Paint 
Other

283024 27
6 7 57

13 121112
2 422
3 44 3

b/ 2 1 3
1 12 2

1827 2621
4 54 6

100All repairs 100 100 100

Number of itemized 
repairs

Number of dwellings 
evaluated £/

1,940 5,691 6,800 10,591

1,088 2,988 4,028 5,330

a/ Includes repairs to the wall, floor, ceiling, roof, 
foundation, and porch. 

b/ Less than 0.5 percent.
c/ Excludes households unable to describe repairs.

Source: Data provided by Rand Corporation, January 21, 1980.
Tabulated from records collected between January 1976 
and June 1979.

NOTE: Repair actions were reported during deficiency 
reevaluations following failure of a regular 
evaluation. Nearly all corrected the defects that 
had been noted earlier by Housing Allowance Office 
evaluators, and most occurred at the outset of 
a household's enrollment. However, the data includes 
repairs reported during deficiency reevaluations 
following failed annual or movers' evaluations.
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Table V-5

Cash Expenses for Initial Repalrsto
Recipients1 Dwellings: 1976-79

:Percentage Distribution of
Dwellings Evaluated

i.BROWN COUNTY ST. JOSEPH COUNTY

Cash Expense ($) per Dwelling Owners Renters Owners Renters

No repairs reported 
Repaired at no expense 
Repaired, by expense amount:

3.3 3.8 4.8 6.5
17.3 22.7 22.8 24.3

201 52.7 48.2
10.4

40.0
12.7

41.9 
12.44021 9.0

7041 6.6 5.4 6.8 7.9
10071 3.0 2.8 3.2 3.5
150101 2.1 1.8 2.4 2.1
200151 1.1 1.1 1.5 .9 ••300201 1.5 1.5 1.4 .7 £400301 .5 .5 .6 .4
500401 .4 .3.5 .4 .600501 .2 .3 .3 .1
700601 .4 .2 .1.2

701 - 1,000 
1 ,001 or more

.7 .4 .4 .1
1.2 .4.4 .9

Total 100.0 100.0 100.0100.0

Median Cost ($) a/ 
Average Cost ($) a/ 
Number of Records

12 8 1010
74 42 3465

1 ,088 2,988 4,028 5,330

Median and average repair costs for all dwellings evaluated.a/
i

Data provided by The Rand Corporation, January 21, 1980. 
Tabulated from records collected between January 1976 
and June 1979.

Source:

;NOTE: Costs were estimated by the recipient and do not include 
unpaid labor. Renter recipients may lack information 
on costs paid by their landlords.

■:

■
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to have had no measurable effect on new construction and 
tenurechoice. 
loans to bring their dwellings up to program standards.
Home improvement and repair contractors have had no difficulty 
meeting program-generated demands for their services.
Finally, a substantial majority of non-participants surveyed 
expressed approval of the program.
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VI. HOUSING ALLOWANCE PROGRAM COSTS

Administrative Costs in EHAP
Not until the implementation of EHAP in 1972 were questions 
associated with operating housing allowance programs 
systematically addressed. Using data collected from 
EHAP, we can now attempt the answers.
Administrative costs of a housing allowance program include 
all the initial and ongoing costs of operating an allowance 
program and providing payments to eligible families. Such 
costs range from the initial advertising of the program to 
the public and providing program information to participants, 
to the costs of overhead and issuing allowance payment checks.

Most of our information on administrative costs comes from 
the Administrative Agency Experiment (AAE) of EHAP. In the 
AAE, HUD selected eight public agencies in different housing 
markets across the country. J_/ Their task was to provide 
housing allowances to as many as 900 families in six sites,
500 families in one site and 400 in another.

i

':

Participating agencies were given a framework of a housing 
allowance program within which they had to administer their 
particular programs. That is, they were given certain 
guidelines covering the types of functions which they must 
perform (such as housing inspections and income certifications) 
and the minimum criteria with which they must comply. The 
procedures used to implement these requirements and to allocate 
staff time to each of the functions were left to the discretion 
of the administering agencies. Detailed records of costs 
(both in staff time and supplies) were maintained so that 
they could later be analyzed in relation to their outcomes.
In this way, comparable information was collected across 
sites to help measure the effects of various administrative 
procedures. 2/

.

a!

T7 Salem, Oregon; Springfield, Massachusetts; Peoria, Illinois; 
San Bernardino, California; Bismarck, North Dakota; 
Jacksonville, Florida; Durham, North Carolina; and 
Tulsa, Oklahoma.

2J For a complete concise summary of the AAE and its findings, 
see Hamilton, William L., A Social Experiment in Program 
Administration, Abt Associ ates Inc. , 1 ~—

i

979.

■:
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The Supply Experiment presents another opportunity for cost 
observations, although this was not its original intent. 
program's scale of operation is quite large, providing some 
insight into administrative economies of scale; its data 
collection spans several years compared to the AAE's two-year 
duration; and its administrative procedures, which are 
almost identical in the two sites, are carefully defined 
and control 1ed.
Although integration of much of the EHAP data is difficult 
because of the variations in administrative functions and 
accounting practices, we have the advantage of cross- 
experimental information, including differences in scale 
of program operation, administrative procedures, duration, 
start-up approaches, geographical location, and character!’ st i cs 
of the eligible populations.
Total administrative costs can be divided into two components 
-- direct costs and indirect costs, 
then be further divided into intake costs 
bringing households into the program (as well as dealing 
with unsuccessful applicants) -- and maintenance or ongoing 
costs -- the costs of the payment system and other continuing 
program functions.
Intake costs result from the following functions:
Outreach

The

Hence costs do not vary considerably. 3/

Direct costs can
the costs of

-- publicizing the program to potential applicants 
through newspaper, radio, or television 
advertisements, referrals, etc.;

Enrollment -- screening and selecting eligible households and 
certifying their eligibility;

Inspection -- certifying that the housing unit selected by the 
participant meets the program requirements;

-- providing program and market information to 
enrollees.

Services

3J Administrative cost data from the Demand Experiment are
less useful. The varied treatment groups of the experiment 
simulate the effects of several different types of 
housing programs but make the associated administrative 
procedures and costs difficult to separate. Therefore, 
the nature of the Demand Experiment -- observing a 
microcosm of several different allowance programs 
testing various design parameters -- severely limits 
the usefulness of any actual cost data obtained from
i t.
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Procedures used to perform these functions varied widely 
across the AAE sites, resulting in an equally wide variation 
in costs. Differences also appear between the AAE and the 
Supply Experiment in components of intake costs. However, 
these differences, which will be explained later, are not 
very large when we account for differences in the procedures 
used across experiments.

Maintenance costs result from four ongoing administrative 
functions:

:i:
:

Payment Operations -- the procedure (automated or otherwise) 
used to process the allowance payments 
to program participants;

periodic verification of household 
eligibility to ensure that recipients 
are still eligible for the program;

periodic re-evaluation of housing units 
to ensure that they too remain 
program-eligible;

ongoing participant services, such as 
consumer and housing information 
seminars, home maintenance information, 
etc.

5
;Recertification

■

.■

Reinspection

Services

These also produced considerable variation in administrative 
costs.
the Supply Experiment and the AAE, there is some variation 
-- but some of the same procedural differences (to be discussed 
later) help explain the variation here as well.

Indirect (or overhead) costs include such items as office 
supplies and equipment, management support, audit and control, 
etc.
Experiment sites (about 82 percent of direct costs), primarily 
because of the greater economies of scale associated with 
larger programs.

For example, Table VI-1 presents the annual per household

Again, comparing component cost differences between

These costs tended to be slightly lower at the Supply
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administrative costs for both the AAE and the Supply Experiment. 
Although there is a small difference in median intake costs, 
the main difference between the AAE and Supply Experiment 
estimates is in maintenance costs. These costs are much 
lower in the Supply Experiment, primarily due to the 
increased efficiency of running a large program. Each 
site participating in the AAE had at most 900 recipient 
households, while each of the Supply Experiment sites 
served over 3,500 households. Clearly, there are benefits 
in the form of reduced per household administrative costs 
when a substantially greater number of households are 
being served under some of the same fixed costs incurred 
in a much smaller program.

TABLE VI-1

Annual Per Recipient Administrative Costs a_/

Proj ected 
T ot al 
Cost

Median
Intake
Cost

Median
Maintenance
Cost b/

Administrative Agency $253 
Experiment

Supply Experiment

$205 $256

215 115 158

Source: Maloy, et al., 1977:23.
The Rand Corporation, 1978:149.
(data adjusted by HUD staff)

a/ Unless otherwise noted, all dollar estimates presented 
in this chapter are in 1974 dollars.

b/ This estimate is based on the assumption that the average 
recipient household will remain in the program for a period 
of five years. Hence, intake costs are amortized over 
the duration of the household's recipiency and total per 
household costs are computed as one-fifth of median intake 
costs plus median annual maintenance costs.
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Table VI-1 presents only the median cost estimates from 
EHAP. As can be seen in Tabl¥ VI-2, the range of intake, 
maintenance, and their individual component costs across 
sites is considerable. As was noted earlier, this sizable 
variation results from a combination of many factors, 
including the various administrative procedures employed, 
the population being served, the quality of the existing 
housing stock in the program area, the capability of the 
program's management and staff, geographical location, 
and program scale.

The range of total administrative costs ($165 in Salem to 
$429 in Jacksonville) illustrates the effects of various 
combinations of factors. The reasons for many of these 
variations in cost will be explained in discussing the 
variations in their components.

-
:

Intake Costs

Intake costs varied from $178 per recipient household in 
Peoria to $534 per recipient household in Jacksonville, 4/ 
indicating the effects that varying program environments 
and procedures can have on program costs. Although the 
components of intake costs differed between the Supply 
Experiment and the AAE, their median total intake costs were 
fairly similar. These component differences were mainly the 
result of the administrative procedures used at the individual 
agencies.

■

.

4_/ The Jacksonville agency had the highest cost of all ten 
sites for many of the components of administrative 
costs. The administrators of the Jacksonville agency 
expected a large turnout of applicants in response to 
their housing allowance program. Hence, they also assumed 
a large number of participants in the program and staffed 
their allowance program office accordingly. Unfortunately, 
although they did receive a large number of applicants, 
they experienced a very high attrition rate. That is, 
only 19 of every 100 applicants became recipients 
in Jacksonville, compared to an average of 40 per 100 
at the rest of the AAE agencies. (Maloy, et al, 1977:139). 
Consequently, due to their gearing up for a large program, 
their overhead costs were very high compared to their 
number of participating households, ultimately resulting 
in higher total administrative costs. For a more complete 
discussion of the Jacksonville situation, see Holshouser, 
1976, and Wolfe and Hamilton, 1977. I
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Outreach to eligible households, accounting for 14 percent 
of AAE intake costs, varied widely across the AAE agencies*
Costs ranged from about $3 per recipient household in Durham, 
where informal presentations, referrals from other agencies, 
and word-of-mouth were the only procedures used, to about 
$66 per recipient household in Tulsa where a professionally 
developed mass-media campaign was employed. Other agencies' 
methods fell somewhere between these two.

Outreach accounted for a higher percentage of intake costs 
in the Supply Experiment, although the median dollar amount 
($30 per recipient household) was still less than the amount 
spent in Tulsa. Since outreach procedures were slightly 
different between the two Supply Experiment sites (mainly 
because of the St. Joseph County site's more extensive use 
of television advertising), their costs were correspond!* ngly 
different. The Supply Experiment was an open-enrollment 
program -- that is, anyone who was eligible for the program 
could apply and receive an allowance if they met the program 
requirements. Therefore, outreach was crucial in this experiment, 
since ensuring that the majority of the eligible population 
was aware of the program was of utmost importance in determining 
its effects. The higher expenditures for outreach are therefore 
reasonable when compared to the AAE median ($15 per recipient 
household).

Enrol 1ment consumed the largest share of intake costs in both 
experiments -- 41 percent in the AAE and 47 percent in the 
Supply Experiment. Expenditures varied considerably across 
sites: from $26 in Bismarck to $119 in Jacksonville. The 
variation was in part due to the fact that extensive outreach 
efforts by some agencies generated large numbers of applicants 
(many of them ineligible), which resulted in greater per 
recipient expenditures for enrollment. This was particularly 
evident at the Supply Experiment sites. In Jacksonville, 
where a large number of enrollees dropped out of the program 
before becoming recipients, the agency's per recipient 
enrollment costs were especially high.

Another factor that caused variation in enrollment costs was 
the degree of stringency used to implement the income 
certification procedures. Income certification is the process 
used to validate the applicant's declaration of income. It 
is usually performed at enrollment and repeated periodically 
during the household's participation in the program. Three methods 
are used: (1) self-declaration -accepting a signed statement 
from the applicant declaring his/her income; (2) documentation -- 
checking proofs of income such as paycheck stubs; and

i
=

!

61



(3) third-party verification -- checking directly with 
the source of the income such as employers or welfare 
agencies. The estimated total costs per verification 
(including indirect costs) of each method -- self-declaration, 
documentation, and third-party verification -- are $6,
$10, and $12, respectively. (Hamilton, et al., 1977:29.)
Numerous combinations of these three methods were used in 
EHAP, and although there was no one "best" method for all 
types of applicants, results from all three experiments 
concluded that the two “active" forms of income certification 
(documentation and third-party verification) always yielded 
more accurate results than self-declaration. In general, 
the income certification procedures used at the Supply 
Experiment sites were more stringent than those used at the 
AAE sites. In addition, participant incomes were recertified 
annually in the AAE, but semi-annually in the Supply Experiment, 
increasing the annual per recipient cost of income certification.

Other factors which affect enrollment costs are computer vs. 
manual processing of records, and group vs. individual 
enrollment sessions. When differences in stringency, 
method, and frequency of income certification, and factors 
such as type of record processing and enrollment sessions 
are taken into account, the difference between the median 
enrollment cost in the AAE ($45) and the median enrollment 
cost in the Supply Experiment ($57) is understandable.
Services, which accounted for 33 percent of AAE intake 
costs, resulted in some of the widest cost variations 
across sites and between experiments of any of the four 
intake functions. In the Supply Experiment, services 
accounted for only 4 percent of intake costs.

This difference in the cost of service provision can be 
explained by the manner in which the services were provided.
Only two services were offered at the Supply Experiment 
sites: group counseling sessions to deal with several 
housing information topics, and legal services to handle 
possible discrimination cases. Considerable effort went 
into designing the housing information sessions to make 
them both interesting and informative, but although both 
the counseling sessions and the legal aid were well publicized, 
both were voluntary and very few of the enrollees participated.
5/ Hence, very few administrative dollars were spent on 
providing services to enrollees in the Supply Experiment.

5/ This was also the outcome in the Demand Experiment when 
voluntary information sessions were offered.
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AllIn the AAE, however, services were more extensive, 
eight AAE agencies routinely provided program information 
services to all enrollees. And, by making these services 
mandatory, costs were correspondingly higher than if they 
had been optional. In addition, "responsive" services 
were provided on a case-by-case basis when the agency 
staff thought they were necessary. However, the majority 
of staff resources devoted to responsive services were 
used by only a small number of enrollees, primarily in 
segregated or tight housing markets. Thus, the various 
agency approaches resulted in substantial differences 
across agencies in the provision of services and the 
corresponding costs.
Chapter 7.)

Housing inspections were performed to ensure that the 
housing allowances were not subsidizing substandard housing. 
As with income certification, inspections were done before 
issuing subsidy payments to the participating households, 
and annually thereafter.

(Bernsten, Available March 1980:
]

iIInspection of housing units consumed 14 percent of intake 
costs ($15 per recipient household) in the AAE and 24 
percent ($28 per recipient household) in the Supply Experiment. 
Most of the difference can be explained by the AAE's less 
costly methods of inspection.

!i.••

Traditionally, housing inspections have been performed by 
trained professional inspectors. However, because pre- 
experimental estimates of the costs of such inspections 
ranged from $30 to several hundred dollars per unit, AAE 
agencies were encouraged to devise less expensive inspection 
procedures while traditional methods were implemented in 
the Supply and Demand Experiments. Two new procedures were 
introduced: inspections done by regular agency staff members 
who had received specialized training in inspecting units 
and inspections done by the enrollees themselves. In 
Salem, Bismarck, and Springfield, AAE agencies chose to 
allow enrollees to inspect their own units. Consequently,, 
these three agencies had the lowest costs.for unit inspections. 
Several other agencies used a mixture of inspect ion.methods, 
which also resulted in lower costs. Thus, overall inspection 
costs in AAE agencies were lower than inspection costs in 
the Supply Experiment.
As expected, professional inspectors Pr^ved to be the 
effective at identifying substandard units and^enronees 
were the least effective. Trained st subjective,
almost as effective, but they^ende^to
approving units they felt
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needs, and the cost differential between the two disappeared 
when a staff person became as proficient as a professional 
inspector.
Because the actual cost per inspection using professional 
inspectors turned out to be about $34, approximating the 
lowest of the original estimates, and because the average 
AAE enrol 1ee requested only slightly more than one inspection 
(1.07) before becoming eligible for the program, the total 
cost of using the most effective inspection procedure 
(professional inspectors) was not prohibitive, and it 
minimized the number of substandard units in the program. 
(Hamilton, et a1., 1977: 35-36.)
Another variable in the housing inspection process is the 
minimum quality standards chosen by the administering 
agency and the degree of stringency with which they are 
followed. In the AAE, both standards and stringency varied 
substantially across agencies. Most agencies based their 
standards on local codes, giving little attention to the 
quality of the existing housing in the area. As a result, 
large numbers of units were initially rejected and many 
agencies had to adjust their standards over time to avoid 
excluding most of the enrollees and meet their enrollment 
quotas. In addition, only one of the agencies had a 
formal procedure for handling exceptions to the requirements. 
The remaining agencies treated exceptions on an ad hoc 
basis. This too resulted in wide variation in the 
implementation of the standards.
Maintenance Costs

Maintenance costs ranged from $129 per recipient year in 
Salem to $322 per recipient year in Jacksonville, again 
reflecting the repercussions of different program procedures 
and environments. Unlike intake costs, median total maintenance 
costs in the AAE ($205 per recipient year) were substantially 
different from those of the Supply Experiment ($115 per 
recipient year). As was mentioned earlier, this resulted 
primarily from the difference in indirect costs, which 
were lower per recipient in the Supply Experiment than they 
were in the AAE.

PaymentOperations. Under the category of payment operations 
fall all" the functions necessary to provide allowance 
payments to recipients. Costs ranged from $10 per recipient 
year in Tulsa to $30 per recipient year in Jacksonville.
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The unusually high cost in Jacksonville is primarily due to 
that agency's small number of recipient households and its 
lack of an automated payment system. Among the other AAE 
sites there were relatively similar costs, and the AAE 
median, $13 per recipient year, was not substantially 
different from the Supply Experiment median, $10 per 
recipient year.

Recertification. Annual recertifications of household 
size and income to re-establish recipients' eligibility 
accounted for 23 percent of total AAE maintenance costs, 
which ranged from $9 per recipient year in Peoria, to $39 
per recipient year in Bismarck. Again, the high cost 
resulted from a unique situation. During its second year 
of operation, the Bismarck agency conducted a detailed 
certification of a substantial sample of its recipients.
It also conducted an additional recertification of recipients 
who received welfare when welfare levels were increased in 
the state. The range of recertification costs among the 
remaining AAE agencies, when Bismarck is excluded, is not 
as great -- from $9 to $18 per recipient year.

In the Supply Experiment, recertifications consumed 59 percent 
of maintenance costs, or $37 per recipient household. In 
the AAE, the median per recipient year cost was $16.
Again, these differences reflect the differences in frequency 
and stringency of the certification procedures used.

Reinspection. Costs for reinspection of housing units 
accounted for 10 percent of maintenance costs in the AAE 
and ranged from less than 50 cents per recipient year in 
Salem to $15 per recipient year in Peoria. The extremely 
low cost in Salem does not imply that inspections could be 
done for this amount; it means that the Salem agency performed 
very few housing reinspections during the second year of 
program operation. The remaining variation in costs is 
attributed to the different methods, stringency, and frequency 
of inspection used at the different agencies.

In the Supply Experiment, reinspection consumed 22 percent 
of maintenance costs, and its median per recipient year 
cost, $14, is about double the corresponding cost in the 
AAE, $7. This too can be attributed to the differences 
between the inspection methods used and the stringency 
with which they were implemented.

i
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Ongoing Services* Services to recipients consumed 49 
percent of the E maintenance costs and showed the largest 
cost variation across sites and between experiments of any 
of the other four functions. Among the AAE agencies, 
costs for services ranged from $11 per recipient year in 
San Bernardino, where minimal services were provided, to 
$85 per recipient year in Springfield, where the agency 
provided a comprehensive consumer education and advocacy 
service. Other AAE agencies provided intermediate levels 
of recipient services.
In the Supply Experiment, services consumed a very small^ 
portion of maintenance costs -- 3 percent. Because services 
were made available to recipients on a voluntary basis, 
and very few chose to participate, the per recipient expenditure 
for services was an extremely low $2.

Indirect Costs
cover such items as officeIndirect costs

space, supplies, and management support. They are a primary 
determinant of total costs and accounted for more than 
half of total costs in all but one of the AAE agencies.
Many of the differences in component costs across sites 
and between experiments can be attributed to differences 
in overhead. Table VI-3 illustrates this point by comparing 
direct and total components of administrative costs of the 
AAE and the Supply Experiment. As Table VI-3 indicates, 
direct costs across the two experiments are similar. The 
substantial differences between the two occur when 
indirect costs are added.

overhead

In the AAE, the median indirect costs for the two-year period 
of operation were approximately $1.63 for every $1.00 of 
direct costs; the Supply Experiment median was $0.82.
Table VI-4 shows the two-year indirect cost rates of the 
AAE agencies, and the April to December 1976 indirect cost 
rates in the Supply Experiment.

The exceptionally low indirect cost rate in Tulsa occurred 
because many of the program functions were subcontracted 
to another agency. This exaggerated their direct costs, 
since direct and indirect costs of the contractor were 
included in the direct costs of the Tulsa agency, but 
understated their indirect costs, since they required very 
little in "overhead" services.

66



Table VI-3

Annual Per Recipient Administrative Costs
With and Without Indirect Costs

Administrative Agency 
Experiment_______ :Supply Experiment

Median Intake Cost
Without Indirect Cost

119110

i215Median Intake Cost 
With Indirect Cost

253

63Median Maintenance Cost 
Without Indirect Cost

70

115Median Maintenance Cost 
With Indirect Cost

205

8792Projected Total Cost
Without Indirect Cost

158256Projected Total Cost 
With Indirect Cost

j?

Maloy, et al., 1977:23,39.
The Rand Corporation, 1978:149

Source: .

I
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Table VI-4

Indirect Cost Rates in the EHAP Sites

Indirect Cost RateSite
1.67
1.06Sal em

Springfield
Peoria
San Bernardino 
Bismarck 
Jacksonville 
Durham 
Tul sa

2.01
1.91
2.00
1.53
1.59
0.82

1.63Administrative Agency Experiment Median

0.83Brown County 
St. Joseph County 0.81

0.82Supply Experiment Median

Maloy, et al . , 1977:39.
Data provided by the Rand Corporation, February 1979.

Source:

The indirect cost rates of the Supply Experiment sites were 
less than half the indirect cost rates of many of the AAE 
sites. As noted earlier, there are certain economies of 
scale associated with operating a large program. Hence, 
the low indirect cost rate of the Supply Experiment agencies 
is a primary factor in explaining the difference in costs 
between the Supply Experiment and the AAE.

Conclusions

At first glance it appears from Table VI-2 that administrative 
costs varied erratically across the EHAP sites. When we 
take a closer look, however, we discover that the variations 
in EHAP's administrative costs were not simply random 
events.
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Long before the arrival of the first applicant, costs were 
being influenced by each agency's philosophies and goals, 
and the application of these ideas to the program's designs. 
The resulting administrative procedures further amplified 
the differences in eventual administrative costs, 
these variations differences in characteristics of the 
eligible populations, the quality of the existing housing 
stock, staff and management capability, and especially the 
scale of program operation, and differences in administrative 
costs become quite reasonable.

'Add to

Estimated Costs of a National Housing Allowance Program

There are two basic components to the total cost of 
conducting a housing allowance program: transfer costs -- 
the costs of allowances paid to participating households, 
and administrative costs -- the costs of administering the 
program. To estimate these costs, actual cost data from 
EHAP were used with a simulation model to develop the 
costs of a nationwide housing allowance program. The 
model is based on the following seven assumptions:

homeowners as well as renters are eligible;

households headed by students or consisting of 
non-elderly single persons are excluded;

t

a national average cost of adequate housing of about 
$185 per month (1976 dollars) for a two-bedroom 
unit;

a payment formula that provides recipient families 
with an amount equal to the local cost of adequate, 
modest housing minus 25 percent of their household 
inc omes;

an income definition that excludes taxes and work-related 
expenses but that includes cash assistance from other 
federal programs;

t

an imputed return on home equity; andt

no test of assets.
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The administrative cost estimates used in the model were 
extrapolated from the AAE. As we have seen, total administrative 
costs differed substantially across the eight AAE sites.
To avoid the biasing influence of extreme values, the 
median estimate of total per applicant administrative 
costs was used in the simulation model.
Estimates of transfer costs were developed using information 
from all three experimental components of EHAP. Variations 
in actual allowance payments to households across the EHAP 
sites were primarily the result of (1) differences in the 
program-defined income of recipients, (2) variations in 
the levels set in each locality for the costs of adequate 
housing, and (3) whether or not homeowners were eligible 
for the program.

These differences were taken into account after estimates 
of the various types of participants were projected.
Participation rates from the Supply Experiment were used 
in the model (30 percent for homeowners and 50 percent for 
renters) since only in that experiment was an open-enrollment 
program conducted.

These estimates and assumptions led to the conclusion that 
about 17.5 million households would be income eligible, 
and about 7.2 million households would receive allowances 
in a national program with open enrollment. The average 
monthly allowance would be about $65. As Table VI-5 shows, 
the total program cost, including administrative costs, 
would be $7.4 billion per year. Of this amount, $1.7 
billion are administrative costs.

I
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APPENDIX B

Housing Conditions of Low-Income Households

Housing conditions have typically been measured by general 
population surveys which ask respondents to indicate the 
presence or absence of specific items within a housing 
unit.
proportion of units without some or all plumbing 
facilities. ]_/ By 1976 only three percent of the units 
in the United States failed to meet this minimal criterion.

The decennial census, for example, reports the

A single measure, like the presence or absence of 
plumbing, is no longer an adequate indicator of whether a 
unit is suitable for occupancy. An appropriate measure 
should include an indication whether the plumbing, 
electrical, and heating systems work; the structural 
soundness of the building; and the presence of other 
health and safety hazards.

The Annual Housing Survey (AHS) was developed, in part, 
as a response to this need. The AHS surveys a sample of 
housing units throughout the United States and interviews 
a member of the household regarding the presence of 
services and appliances in the unit and the number of 
breakdowns of major systems during the past year. The 
respondent is also asked about the general condition of 
the unit, such as the presence of large holes or open 
cracks in the walls and ceilings, broken plaster, peeling 
paint, etc.

While the results of this survey can be combined into 
useful indices to measure\housing conditions, there are 
some limitations. In some cases the respondent has not 
lived in the unit long enough to experience service 
breakdowns. In all cases the answers depend on the 
respondent's judgments regarding the definition of a 
"breakdown," a "crack," or a "hole." Finally, when 
dealing with renters, the answers to the questions are 
sometimes beyond the respondent's knowledge. For example,

T7 Since 1 950 , 11 complete plumbing facilities" has been 
defined as the presence of hot and cold piped water 
inside the structure as well as a flush toilet and a 
bathtub or shower inside the structure for the exclusive 
use of the occupants of the unit (Congressional 
Budget Office, 1978:4).

ia
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the presence of a leaking roof may not be known to a 
respondent living on the ground floor of a multi-story 
building.
EHAP used a more thorough method for assessing housing 
condition. Physical inspections were performed by people 
with backgrounds in housing code enforcement or related 
disciplines who were rigorously trained to inspect housing 
units against a consistent set of standards which focused 
primarily on health and safety items. The standards were 
based on guidelines developed by the American Public 
Health Association. 2/ A unit's failure on a particular 
item in the standard Xf°r example, broken windows) would 
mean that the unit "failed" the inspection. The failure 
would disqualify the family from receiving an allowance 
payment until the deficiency was corrected. This type of 
failure does not necessarily mean that a unit is 
uninhabitable or that major repairs are required.
Instead, it means that a significant health or safety 
standard was not met. As reported in Chapter V, the cost 
of remedying such deficiencies is often small and 
frequently can be accomplished by the residents without 
professional help.

Table B-l shows the failure rates for units evaluated at 
enrollment in both the Demand and the Supply Experiments. 
Comparison of the figures for renters shows a substantially 
higher failure rate in the Demand Experiment than in the 
Supply Experiment (73 percent versus 50 percent). In the 
Supply Experiment, where rental and owner-occupied units 
can be compared, the failure rates are about the same.

In order to determine the source of the difference between 
rental units in the Supply and Demand Experiments, a 
representative sample of units in each of the sites was 
evaluated against each experiment's standards. The 
results 3/ show that most of the difference (17 percentage 
points) result from different items being included in

27The standards used in the Demand Experiment are listed 
in Appendix D. Those used in the Supply Experiment are 
similar. See McDowell, 1979, for a complete listing of 
the Supply Experiment standards. See Valenza, 1977, 
under the Integrated Analysis for a detailed comparative 
discussion of the standards used in the Demand and Supply 
Experiments.

3/ Valenza, 1977.
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Table B-l

Percent of Pre-Program Units That Failed to Meet 
Housing Standards in the Supply and Demand Experiments

••HomeownersRenters ? -

Demand Experiment a/
7 5%Pittsburgh NA
71 NAPhoenix

Combined Sites 73 NA

Supply Experiment b/

44% 47%Green Bay I.
South Bend 56 51

Combined Sites 50 49

From inspections at enrollment of 2,914 units in which 
a representative sample of low-income households lived. 
Abt Associates Inc., 1975: 132-133.

a7

From inspections at enrollment of 18,187 units occupied 
by low-income households who applied for assistance 
from the housing allowance program in each site through 
the first four program years (through June 1978 in 
Green Bay and December 1978 in South Bend), 
provided by the Rand Corporation, February 21, 1980.

b/

Data
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What were believed to be minorthe housing standards, 
differences in the items included in the housing standards 
can have a substantial impact on the results of housing 
evaluations.

The housing inspections in EHAP were undertaken to ensure 
that households participating in the program lived in 
standard housing, to measure housing change, and to 
produce other ways to estimate housing conditions.

In the Demand Experiment, for example, in addition to using 
the "basic" standard, a measure of housing adequacy was 
developed that identified units which were severely substandard 
and required substantial repairs in order to be made adequate. 
Under the basic Demand Experiment standard, for example, a 
unit would fail if its interior walls had significant cracks 
even if they could be easily repaired. But under the severely 
substandard measure, a unit failed only if a wall was so 
structurally unsound that it required replacement. 4/ 
Similarly, rigorous requirements were applied by trained 
evaluators to the conditions of ceilings, floors, roofs, and 
exterior walls, as well as to heating, electrical and plumbing 
systems. Thus, in the Demand Experiment one could apply two 
standards of measure
which provided an estimate of the incidence of substandard 
housing requiring substantial repairs.

Table B-2 presents four estimates of the incidence of 
substandard housing. The first two are based on data 
collected by survey methods and the next two are based on 
data derived from housing inspections. The first measure 
was designed by the Congressional Budget Office (CBO) and 
is based on an index that identifies substandard units in 
need of rehabilitation using 15 questions asked in the 
Annual Housing Survey. When this index is applied to 
Pittsburgh, Phoenix, and the nation as a whole, it shows 
that the housing in the two Demand Experiment sites are 
comparable to the national average.
the incidence of substandard housing is higher than data 
from the decennial census would suggest.

the basic standard and the one

It also shows that

4/ The complete specification was: "Requires replacement; 
severe buckling or leaning, damaged or loose structural 
members, evidence of persistent moisture, serious 
dry-rot or termite damage." (Budding, Available March 
1980; Chapter 2).
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Table B-2

Estimates of the Incidence of Substandard 
Housing of Low-Income Families

Using Annual Housing
Survey Data: Pittsburgh Phoenix United States

Congressional Budget 
Office Index a/ 14% 11% 13%

Section 8 Existing Housing 
Standards Index b/ 30 20 36

:

Using Demand Experiment
Inspection Data:

Severely Substandard 
Units in Need of 
Substantial Repair c/ 44% 43% NA

Units Failing the Basic 
Demand Experiment 
Standard d/ 7175 NA

The estimate for the United States was calculated by 
the Congressional Budget Office (Congressional Budget 
Office, 1978: 6). The estimates for Pittsburgh and 
Phoenix were provided by Abt Associates Inc., using 
Annual Housing Survey data and an index identical to 
that used by the Congressional Budget Office.

Based on unpublished tabulations from the Annual Housing 
Survey using items which correspond as closely as possible 
to the Section 8 Existing Housing Standards. Limited 
to households with incomes less that $8,000 per year.

a/

b/

!

Budding, Available March 1980: Chapter 2. 

Abt Associates Inc., 1975: 132-133.
£/
d/
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The second index, also using data from the Annual Housing 
Survey, describes the incidence of substandardness based 
on the housing requirements of HUD's Section 8 
Existing Housing Program. j>/ This index identifies a 
substantially higher percentage of substandard units than 
the CBO index.
The first estimate of substandardness derived from inspections 
is based on the measure of severely substandard housing 
described earlier. It shows that over 40 percent of the 
low-income households are living in units which have 
serious physical deficiencies. This estimate is more 
than three times higher than the CBO measure and between 
one and one-half to two times higher than the estimate 
of units failing Section 8 standards.
The failure rates using the Demand Experiment standards 
are the highest. Yet, it is important to note that these 
standards were based on American Public Health Association 
guidelines from which many local and model codes are 
derived.

The results presented in Table B-2 indicate the complexity 
and difficulty involved in measuring housing conditions. 
They also show that physical inspections, whether judging 
on basic or severe standards, reveal a considerably higher 
incidence of substandardness than do survey-based data.

Rent Burden

The rent burden a family experiences is the proportion of 
total disposable income which it spends for housing, 
rent burden increases, obviously the income left for other 
necessities declines.

As

Table B-3 presents rent burden statistics by income for 
the nation as a whole.
1976 was $16,000, the columns represent households with 
incomes under 50 percent, between 50 and 80 percent, and 
over 80 percent of median income, respectively.

Since median household income in

5/ The standards can be found in the Code of Federal 
Regulations, 24:882.109.
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Table B-3

Rent Burden for Low-Income Households in the United States

ANNUAL HOUSEHOLD INCOME
$8,000 to 
$12,800

Over
$12,800

Less than 
$8,000

75% 86%Low Rent Burden a/ 

Moderate Rent Burden b/

29%

34 22 12

3 2Severe Rent Burden c/ 37

Low Rent Burden = less than 25% of income spent for 
housing.
Moderate Rent Burden = 25% to 39% of income spent 
for housing.
Severe Rent Burden = 40% and higher of income spent 
for housing.

17
b/

c/

Rent burden is the proportion of household income 
spent for rent and utilities.

NOTE:

Original tabulations from the 1976 Annual Housing 
Survey.

Source: :
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More than two thirds of the households in the lowest income 
category experience rent burdens higher than 25 percent, 
but only a quarter of the families in the next higher 
income category and only 14 percent in the highest income 
group do so.

In the representative sample of the low-income renter 
households in the Demand Experiment, 28 percent experienced 
severe
moderate rent burdens.
Chapter 3.) The total (68 percent) spending more than 25 
percent of their income on housing is similar to the total 
for low-income households in the U.S. shown in Table B-3.

The situation is more severe for the population whose 
income falls below the poverty level. Close to half the 
poverty level households in Pittsburgh and Phoenix spent 
more than 40 percent of their disposable income for housing.

The problems are magnified when housing condition and rent 
burden are considered jointly. About one-fifth of all 
households below the poverty level not only lived in very 
poor housing but also spent over 40 percent of their income 
for that housing.

rent burdens and an additional 40 percent experienced
(Budding, Available March 1980:
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APPENDIX C

DESIGN AND REVIEW PROCESS

The design and review of the Experimental Housing Allowance 
Program involved many social scientists. Together with 
HUD, three research organizations were responsible for the 
experimental designs: The Rand Corporation of Santa Monica, 
California; Abt Associates Inc. of Cambridge, Massachusetts; 
and the Urban Institute of Washington, D. C.

All of the designs were reviewed in detail by panels of 
experts of national reputation in the fields of housing, 
housing research, economics, and social science research, 
from many of the nation’s leading universities and institutes. 
In addition to review panels for each of the experimental 
designs, there has been an ongoing panel of experts to review 
various reports and analyses resulting from the total 
Experiment. The lists of approximately thirty prominent 
experts who assisted in the review are provided below.

As is the case in all such undertakings, not all of the 
reviewers agreed on every point, and the final decisions and 
responsibi1ity remained with HUD. But not one of the experts 
recommended that the experiments be drastically redesigned or 
suggested that the experiments as designed would not produce 
useful information. To the contrary, the majority of the 
reviewers found the designs to be worthy of the existing 
state-of-the-art.

;
f

EXPERIMENTAL HOUSING ALLOWANCE PROGRAM REVIEW PANEL

Henry Schechter 
Director, Department

of Urban Affairs, AFL-CIO
Professor Marcus Alexis 
Department of Economics 
Northwestern University

Harold Watts
Department of Economics and 
Center for the Social Sciences 
Columbia University

Professor Shirley F. Weiss 
Department of City

and Regional Planning 
University of North Carolina 

at Chapel Hill

Anthony Downs 
Senior Fellow 
Brookings Institution

Professor John Kain 
Department of City

and Regional Planning 
Harvard University

Professor Peter Rossi 
Department of Sociology 
University of Massachusetts

Louis Winnick 
Deputy Vice President 
Ford Foundation
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DESIGN REVIEW PANEL FOR THE SUPPLY EXPERIMENT

Edwin S. Mills 
Department of Economics 
Princeton University

Henry Aaron
Senior Fellow
The Brookings Institution

Alexander M. Mood 
Director, Public Policy 

Research Organization 
University of California, Irvine

Richard Muth 
Department of Economics 
Stanford University

Alice M. Riv1in
Senior Fel1ow
The Brookings Institution
and Chairman, Design Review Panel

David M. Austin 
Research Associate 
Harvard

Center for Urban Studies
MIT Joint

Lee Bawden
Department of Economics 
University of Wisconsin
Robert Crane
Department of Social Relations 
The John Hopkins University

Frederick O'R. Hayes
Fund for the City of New York

Harold M. Watts 
Director
Institute for Research on Poverty 
University of WisconsinRaymond J. Jessen

Graduate School of Management
University of California,

Los Angeles
John Wilson
North Star Research and 

Development Institute 
Minneapolis, MinnesotaJohn F. Kain 

Department of Economics 
Harvard University

DESIGN REVIEW PANEL FOR THE INTEGRATED ANALYSIS

Henry Aaron
Senior Fellow
The Brookings Institution

Professor Lee Rainwater 
Department of Sociology 
Harvard University

Professor William G, Grigsby 
Department of City Planning 
University of Pennsylvania

John 0. Wilson 
North Star Research and 

Development Institute 
Minneapolis, Minnesota

John M. Quigley 
Assistant Professor 
Department of Economics 
Yale University

Stephen B. Withey 
Program Director 
Survey Research Center 
University of Michigan

114



PAST (RESIGNED) PANEL MEMBERS OF EHAP PROGRAM REVIEW PANEL
:Thomas K. Glennan 

(Formerly with the National 
Research Council 
National Academy of Sciences)

Professor Phyllis Wallace 
Industrial Relations Section 
Sloan School of Management 
Massachusetts Institute of 

Techno!ogy

Henry Aaron 
Former Panel Chairman 
Senior Fellow 
Brookings Institution

;

Professor Donald Campbell 
Department of Psychology 
Northwestern University

DESIGN REVIEW PANEL FOR THE DEMAND EXPERIMENT

Harold Freeman 
Department of Statistics 
Massachusetts Institute of 
Techno!ogy

Henry Aaron 
Senior Fellow 
Brookings Institution

Lee Bawden
Department of Economics 
University of Wisconsin

Robinson Hoi 1ister 
Department of Economics 
Swarthmore College

John Flueck
Department of Statistics 
Temple University

Richard Muth 
Department of Economics 
Stanford University

DESIGN REVIEW PANEL OF THE ADMINISTRATIVE AGENCY EXPERIMENT

Henry Aaron
Senior Fellow
Brookings Institution

Lee Bawden
Department of Economics 
University of Wisconsin

Wray Smith
Office of Economic Opportunity

Pamela Roby
Department of Sociology 
Brandeis University

David Porter
Department of Political Science 

and Administration
University of California at Riverside
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APPENDIX D

HOUSING STANDARDS

The standards categorized below were used to qualify dwelling 
units as meeting program standards in the Demand Experiment. 
The Supply Experiment used fifteen similar categories but 
the items within each category varied somewhat. In the 
Administrative Agency Experiment, agencies developed their 
own standards which had to meet the requirements for the 
Section 23 leased housing program; for evaluation purposes, 
however, a sample of units were judged against the Demand 
Experiment standards.
1. Complete Plumbing:

Private toilet facilities, a shower or tub with hot and 
cold running water, and a washbasin with hot and cold 
running water will be present and in working condition.

2. Complete Kitchen Facilities:
A cooking stove or range, refrigerator, and kitchen 
sink with hot and cold running water will be present 
and in working condition.

3. Living Room, Bathroom, Kitchen Presence:

A living room, bathroom, and kitchen will be present. 
(This represents the dwelling unit "core", which 
corresponds to an efficiency unit.)
Light Fixtures:4.

A ceiling or wall-type fixture will be present and 
working in the bathroom and kitchen.

5. Electrical Outlet:

At least one electric outlet will be present and 
operable in the living room and kitchen. A working 
wall switch, pull-chain light switch or additional 
electrical outlet will be present in the living room.
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6. Heating Equipment:
Units with no heating equipment; with unvented room 
heaters which burn gas, oil, or kerosene; or which are 
heated mainly with portable electric room heaters will 
be unacceptable.

7. Adequate Exits:
i

There will be at least two exits from the dwelling unit 
leading to safe and open space at ground level. Exceptions 
will be allowed on a case-by-case basis when it appears 
that fire safety is met, despite the lack of a second 
exit.

8. Room Structure:
Ceiling structure or wall structure for all rooms must 
not be in conditions requiring replacement (such as 
severe bulging or leaning).

9. Room Surface:
Ceiling surface or wall surface for all rooms must not be 
in condition requiring replacement (such as loose surface 
material, containing large holes, or severely damaged).

10. Ceiling Height:
For living room, bathroom, and kitchen the ceiling must 
be 7 feet (or higher) in at least one-half of the room 
area.

11. FIoor Structure:
Floor structure for all rooms must not be in condition 
requiring replacement (such as severe buckling or 
noticeable movement under walking stress).

12. Floor Surface:
Floor surface for all rooms must not be in condition 
requiring replacement (such as large holes or missing 
parts).

i

I
13. Roof Structure:

The roof structure must be firm.
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14. Exterior Walls:
The exterior wall structure or exterior wall surface 
must not need replacement. (For structure this would 
include such conditions as severe leaning, buckling or 
sagging and surface conditions such as excessive cracks 
or holes.)

15. Light-Ventilation:

The unit will have a 10 percent ratio of window area/floor 
area and at least one openable window in the living 
room, bathroom, and kitchen or the equivalent in the 
case of properly vented kitchens and/or bathrooms.

For a detailed comparative discussion of standards used 
in the Demand and Supply Experiments, the reader should 
consult (118) in the bibliography.
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