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Choices in federally subsidized housing would inCrease dramatically under a
gavernmental reorganization praposed by the Llintan administratiaon.

Otherwise, the recently proposed changes at the Department of Housing and
Urban Develapment wouldn't greatly affect how the agency touches the lives af
homeowners, buyers, sellers and renters.

Newly empowered cangressional Republicans, houwever, are warking on plans ta
make major changes at the department.

The redesign announced by HUD Secretary Henry Cisnerps, which he called the
gpening salvo in the fight over his department's future, calls far sharply
changing the financing of government-supported, low-income housing.

Specifically, the plan would strip landlords of their federal subsidigs and
give them to the residents, enabling them to live wherever they wanted.

The plan alsg praoposes combining HUD's 40 grant programs 1nto three and

spinning the Federal Housing Administration (FHA} mortgage program off as a
government-awned carparation.

Most of the proposals require approval by (Congress.

Many af the department’'s ather functigns, such as enforcement gf laws

concerning fair housing and lending, the real estate settlement process,
lead-based paint issues and gverseeing two large secondary-mortgage companies
that supply loan funds to lenders, would remain unaltered.

Borrowers drawn to FHA mortgages insured by the department would not notice
much difference in the availability or eligibility regquirements for the loans
under the administration's plans for restructuring the program.

Uncertain future amount of uncertainty swirls around HUD's future. Part of

the reason is that it was singled out by President Clinton as ane of the five
federal departments and agencies to pay for his proposed middle-class tax cut.

Sg far, Clinton, who has said that cuts of $24 Billion are needed to pay far

his tax-relief plan, is asking HUD, with its $80 billion annual budget, to
reduce salaries, worker expenses and program funds by %800 millioh over five
years.
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The rest of the budgetary sacrifices sought by Clinton would come from the
departments of Energy and Transpartation, the Office of Persannel Management arid
the General Services Administration.

The administration’'s plans far HUD facus on streamlining government
gperations, not on cutting spending. This is a difficult prospect given that
much af the agency's budget is tied to contractual abligations to housing
projects that it entered into as long as 20 years a2g4o.

Reformulating the FHA delivery systew as 3 carparation would allow the agency

to experiment more with new products than is possible now, said FHA Commissioner
Nicolas Retsinas.

The administration's plan represents a victory for FHA gver an Office of
Management and EBudget propgsal that would have apolished the current program,
under which the government insures 100 percent of the value of FHA mortgages
agatnst default. Instead, the Office af Management and Budget wanted to scale
back the government's risk to a portion of losses on the loans.

The agency's proposal also restricted FHA loan eligibility By income.

The Office of Management and Budget vision for FHA was unhworkable, said
warren Lasko, executive vice president of the Maortgage Bankers Assgciation of
America. withaut the penefit of mortgages made to higher-income Borrguers, the
FHA Insurance premium would become far aqore expensive than the targeted
borrowers could afford and, "there is no gquestion the interest rate would cost
more,"” Lasko sald.

In what would be the greatest departure from past practice, the
administration wants to end federal subsidies to cuwhers aof low-iticome housing.
instead, it would give the money directly, in the form of rent-supplementing
vauchers, to the residents setrved by the programs.

The move would force the nation's 2,400 public housing autharities, including

the San Diego Housing Commission and the Housing Authority of the County of San
Diego, and the owners of privately owned but government-subsidized apartments io
compete on the gpetl market for occupants.

A Republican housing subcommittee aide, who asked nat to be identified, said

the administration plan mirrars many of the changes Republicans have saught for
a decade.

It goes "much further than the Reagan and Bush administrations ever could,”
he said. "It is kind of like Nixan going to China."

Still, the Republican lawmakers may want more, the aide said. Plans under
consideration include making further spending cuts in HUD's pragram, saving all
responsibility for enforcing the federal Failr Housing Act to the Department of
Justice, and getting the FHA out of the retail mortgage business ar fully
privatizing the lpan program.

The €linton administration's idea for revamping low-income housing programs

would redistribute the approximately $18 billion going to public hausing,
assisted housing and renters now receiving HUD vouchers.
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The proportion of the poor served under the overhauled program would remain
unchanged, with about a gquarter of the poor eligible for housing assistance, HUD
officials said.

If enacted, the plan might result in many former public-housing tenants
seeking new homes in the suburbs and other areas once beyond their reach,
Cisnerpos said. However, he warned, the efforts to "break up concentrations and
reservations of the poor® might trigger alarm among residents uncomfortable with
the prospect of new neighbors.

"It is more important than ever to keep pressure on fair housing and
mobility,” Cisneros.

Cisnergs said HUD would encourage demplition of decrepit public housing.
Also, voucher waiting-list preference would go to the employed or to thoase
gnrolled in wark-training programs.

A second component of the HUD reorganization proposal would consplidate HUD's
numeraus grant programs into three large ones, which local governments would
compete for and then decide how to disburse.

LANGUAGE: ENGLISH
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BODY:
Leonh Hadar finds the battle lines drawn between the Democratic presidency
and the first Republican-caontrolled US Congress in 40 years

THE 104th United States Congress convened on Wednesday -and in Washington
the talk af the town 15 the upcoming Republican revolution. The leaders of this
revolution are not about to launch a reign of terror on Capitol Hill and the
masses are not going to storm the White House this week. And certainly no one is
seripusly Lonsiderinq the idea of using the quillotine as a tool for solving
this capital city's prablems.

Blood in the streets? No; don't worry. The rebels are going to spare the
lives of members of the political aristocracy of Washington -ranging from the
First Couple of PBennsylvania Avenue, through the media 2lite in the National
Press Bullding on 14th Street, to the power peddlers and lobbyists of K Street.

This is, after all, not Gay Paris, but Boring Washington -a very
conservative, very low-kKey Kind of place, dominated by humourless bureauctrats
and calculating lawyers, whose own definition of a hloody revolution is passing
a new tayx cut bill or eliminating a small federal pragramme.

But already the decisions by the new Republican leadership in Congress to
dismantle two major House committees, 85 well as several small subcammittees; to
cut Caongressional staff by a third; to apply to Congress the laws that Congress
applies to everyone else; and to sell aff one office building, have caused
something close to a political storm in Washington.

Lobbylsts are already gearing forces to try ta prevent the Republicans from
terminating their own favourite federal prograsme, whether it is public
broadcasting or subsldies far farmers.

These and other steps cannot be compared, aof course, to the storming of the
Bastille. But make no mistake about it; 3s the new Republican majority takes
cahtrol of Congress this week, Kashington is about to experience a political
upteaval of historical proportions, the Kind of which this city has probabdly not
seen since the New Deal era of the late 1930s.

The post-Cold War political tidal wave that has already created havoo in

Tokyo, Rome and Ottawa 1s finally goling to transform the political landscape in
Washington. Things here are never gaing to be the same.
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Newt Gingrich may not be Robespierre or Lenin. But in the context of late
20th century American palitics, the “King of the Hill", as Newsweek magazine
referred to the newly elected Speaker of the House, is a rebel with a cause:
eliminating Big Government and dismantling the welfare state. He promises to
complete the first ctage of the revolution -to fulfill the commitments he and
his party made in the so-called “Contract With America" -In the next 100 days.

Among other things, "Newt" is intent on passing a balanced-budget amendment,
a line-item presidential veto, a major welfare reform, limits on Cangressional
terms and a ban on unfunded federal mandates. Most pundits expect him to try to
do all of that and, at the end of the 100 days, to get Congress to adopt -and
the President to sigh -a few modified versions of many of the items in the
"Contract”.

Most experts are willing to bet the ranch an the passage of a line-item veto,
a balanced-budget amendment, some welfare reforms and some tax cuts. That, in
themselves, wiuld be a wmajor achievement -the first step in the grand Republican
design that Includes recapturing the White House In 1996 and demolishing the New
Deal house that Franklin Roosevelt had built.

Indeed, the Republican takeover of both the House of Representatives and the
Senate after close to 40 years of serving as the loyal ogpposition is more than
Just the end of the Democratic dominance aver Capitol HI11 or Washington. And,
contrary to some analyses, the November election results were not only a
referendum on the Clinton presidency.

The American voters have clearly repudiated the Clintonites' Big Government
agenda, including the plan to bureaucratise the American health care system.
There is also little doubt that the "character issue" -the personal and
political scandals that have haunted the White House -has contribtited to a
gradual erosion in Mr Clinton's credibility. His popularity is at an all-time
low and, notwithstanding his announcement that he plans to rutl again in 1994,
most analysts are predicting that he will not be the next Democratic nominee for
the presidency.

The pundits expect the new Whitewater Congressional hearings, as well as the

resuylts of the investigation of the affalr Dy a special counsel, to expose a lat
of damaging information about the White House occupant that could force Hr
Clinton to withdraw fram the 19946 presidential race (or he may be forced to do
that by his Democratic colleagues).

In any case, even if he decides to try his luck again in presidetitial
politics, Mr Clinton could face not only a majar challenge from the right
(Senatar Bob Kerrey from Nebraska) and the left (Reverend Jesse Jackson) af his
party, but the almost impossible task of containing the combined assault from
the Republican presidential nominee and even from a third-party ticket (headed
perhaps by General Colin Powell).

In Washington's cruel political ambience, Mr Clinton is being treated now as
a lame-duck president, a "has been", a pathetic political accident. Naot even a
new White House spokeswan or anogther effort to "re-invent" Hr Clinton, it seems,
will be able to salvage this foundering presidency -not even a new attazk
against Saddam Hussein, an Israeli-Syrian peace agreement or an invasion of
anathetr Caribbean island.
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But much more than the political future of Mr Clintoh or even the balance of
power in Capitol Hill is involved here. The "Revalution® embodies a
transformation in the political discourse in the US capital, a paradigm shift, a
major change in the Intellectual Zeltgeist.

Indeed, when William Bennett with his Book of Virtues (a call for infusing
vVictorian-age morality into American life) and Charles Murray with his The Bell
Curve (a challenge to this country's egalitarian culture) are topping The New
York Times and The Washington Post bestseller lists, It Is clear that something
else besides Mr Clinton's political future is on the minds of the public and the
intellectual elites.

What the Republican victory, together with the increasing influence of radio

talk-show hosts like Rush Limbaugh, has changed more than anything else are the
terms of the "political conversation” in the US capital ang around the country.

It htas given an aura of legitimacy tao conservative and libertarian ideas

aimed at reducing the power of the US federal government and increasing the
strength of local government, the private sector and traditional institutions.

Not surprisingly, the liberal media elite -that, as one recalls, were
perplexed by the level of support Americans expressed for the Singaporean
government during the Michael Fay affair -are beginning now to get used to the
hotion that more and more Americans are supportive, for example, of not
rewarding unwed mothers with government welfare and of placing their Kids in
arphanages.

Similarly, more Americans expressed in a recent opinion poll more confidence
in the ability of the Salvation Army to help the needy than in the federal
government. At the same time, California is expected to adapt in 1996 a
praposition that will overturn most aof the affirmative action programmes in the
state.

Many of the programmes contained in the "Contract" are popular around the
country. But no one in Washington -including Mr Clintaon -- is seriously
guestioning now the need to drastically cut welfare programmes, to reduce taxes,
or to slash government spending and to remove regulations.

The debate that will take place in Washington in the first 100 days of

Congress and in the coming months Is going to be not on whether to achieve those
goals ~Big Government is "out” in Washington -but over how to do that. Which
gavernment agencies should be terminated? How to refarm welfare? How much
government spending should be cut? How to reduce the burden of taxes?

Republicans, for example, want to dismantle the Departments of Education,
Energy, Housing and Urban Development (HUD), and Health and Human Services,
while Democrats will praobably agree only to abolish Energy, HUD and several
small federal agencies. Democrats agree on the need to reduce some welfare
payments and create Incentives far welfare recipients to find jobs, while
Republicans plan to propose not only cutting welfare programmes, but shifting
most of the responsibility for them to state governments. And while the two
parties are competing over who can offer more tax cuts for the middle class, the
Republicans w11l alsa try to reduce the tax on capital gains.
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Even in this time aof great expectations, there are still many sceptics in
Washington. Some of them predict that Mr Gingrich will eventually self-destruct
or that the more moderate Republicans in the Senate led by Senator Bob Bole will
try to torpedo the motre radical plans of the conservative Republican leaders in
the House.

Others contend that the Republican figures just do not add up and that the
tax cuts are going to explode the deficit, unless coupled with major cuts in
defence spending and entitlement programmes --— producing, in turn, inflationary
pressures and leading to a rise in interest rates. The cynics suggest that
notwithstanding their revolutionary rhetoric, the Republicans will end up
maintaining the status quo; 3 few cuts here and there, but at the end of the day
it will be business-as-usual in Washingtan.

But the revglutionaries swear that this is not deja vu all ovetr again. The
American people are ready this time, they say, for a major restructuring of
their political and economic system, to the shift of pollitical pawer from
Washington to the states, to a major deregulation of the US economy. Not even
sacred cows like Soclal Securlty, Medicare, defence or fari subsidies will be
spared, they promise. Let the revolution begin.

- The writer is BT's Washington Carrespondent

GRAPHIC: The new Speaker, Newt Gingrich: the "King of the Hill', with a right
royal agenda. -Reuter

LANGUAGE: ENGLISH
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If necessity is the mother of invention, maybe nervousness is the mother of
relnvention. At any rate, Henry Cisneros, who has bath personal and political
reasons for being nervous, is busily reinventing his Department of Housing and
Urban Development.

NG more public housing exclusively for the poor. No more of the arrpgance
that Washington always kKnows best. No mare ignoring the wisdom of lacal
communities ar the economic efficiency of the private sector.

HUD, the secretary has been saying, "tas allowed itself to evolve inta a

bureaucracy far more attentive to process than to results, characterized by
slavish loyalty to non-performing programs and insufficient trust in the
initiatives of local leaders.”

The reinvented HUD, he promised, is "off into a new age of trust of the
lacalities."

It isn't entirely a coincidence that many of the new directions he is

espausing reflect the Republican Party's emphasis on shrinking the federal
government, reducing its authority to micromanage and turning more power - and
wore responsibility - aver to state and local governments, Cisneros admits.

"We'reg confident that the philosophy we're following now is right, and we've
been moving in that direction for a couple of years now," he told me. "It's
true, though, that the recent political change helps.”

The biggest change Cisneros Is contemplating is the transformation of puBlic
housing, where operating subsidies for public housing agencies would be
converted into rental assistance for residents. The idea, he explains, is to
give residents a choice, thereby hoth faorcing the housing authorities to compete
for tenants and ending the concentration of low-income peaple in
government-owned "projects.”

Moreaver, the rules for mixing and managing the rental assistance funds would
no longer be the exclusive province af HUD.

"Traditional federal solutions have been top-down," he wrote in a draft that
might have come from the GOP's "Contract With America." "HUD oversight of
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public housing, for example, has emphasized process over performance, weakened
local responsibility and stifled local creativity.

"The federal government must become a true partner for change in communities
- acting as a clearinghouse for innovative solutions.”

Two things need to be said about Cisneros’' reinvention. The first is that,

though much of It has the ring of Gingrich and Co., It Is altagether consanant
with the "reinventing government" theme of Bill Clinton and AL Gore.

The second is that most of It s quite sensible - even necessary.

Tying federal housing subsidies to individuals rather than to housing units
gives housing officlals more flexibllity and greater control - for instance,

permitting agencies to favor applicants who are able to show that they are
working toward self-sufficlency. .

Derequlating the housing authorities - at least those that have shown the

ability to manage efficiently - would help transfors them into housing
developers.

Breaking up the huge concentrations of the poor would benefit just abput
everybody.

Now a couple of cautionary notes. It's true, as Cisheros says, that public
housing, "which began &0 years ago as transitional housing for working people
whDo had come upon hard times, has hecome a trap for the poorest of the poor
rather than a launching pad for families trying to improve thelr lives." But is
government the cause af the trap? Or is it that the housing authorities of the
'9Q0s are trying to servye a population significantiy different from that of the
'30s7 If a reinvented HUD should deny help to the poorest of the poor, what
would be the point?

The second caution, which Cisneros understands but which still could get lost
in the translation to legislation, is that there are reasons why S0 many
government programs have drifted £o Washington: The locals haven't always had
the political freedom - or the political will - to do the right thing. There
remains, as the HUD secretary notes, "a place in American society for the
federal role of upholding national ideals which may be difficult to sustaln in
the heat of local politics.”

With those caveats, it's hard to find fault with Cisnerpns' blueprint for
refnventing HUD. Indeed, it will Be surprising if the reinvention Idea doesn't
comeg to permeate the Clinton administration, as chagrined Democrats learn to
make virtue of political necessity.

William Raspberry's column is syndicated by the Washington Bost Writers Group.
GRAPHIC: SIGNATURE
TYPE: OPINION; COMMENTARY

LOAD-DATE-MDC: January 8, 1995

EXIS-NEXISEE LEXIS'NEXISEE  LEXIS-NEXIS€E

Services of Mead Data Central, Inc.



- PAGE 3
LEVEL 2 - &3 OF 255 STORIES

Copyright 1994 The Baltimore Sun Company
The Baltimore Sun

December 21, 1994, Wednesday, FINAL EDITION
SECTION: EDITORIAL, Pg.
LENGTH: 248 words
HEADLINE: Cisnerps' Bid for Sweeping HUD Reform
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BODY:

Washington.--Secretary Henry Cisneros hopes he's created a vision, a
blueprint of a Department of Housing and Urban Development that's worth having.

Mr. Cisnerps didn't have much choice. Even friends of cities and low-income
housing have questioned the effectiveness of the bureaucracy and red-tape-ridden
department. The Republican sweep of Congress immediately raised prospects of
placing HUD on the butcher block. Then President Clintan, also having read the
election results, said: Justify HUD's existence ar I'll recommend elimination.

The Cisneros response has been tao create an tngenious formula that's part New
Federalism, part "reinvented government," part an appeal to the ideal of
preserving the sole department of American government devoted to housing, cities
and the growing ranks of America's urban poor.

The central refors mechanism: to boil HUD's &0 principal grant programs down

to three gigantic block grants that invite state and local officials to fashion
thelr own programs and responses.

As for the Federal Housing Administration, it would be turned into a
gavernment-owned but semi-autonomous corporation enjoying dramatically widened
power to buy the hest technelogy, hire business talent and act
entrepreneurially.

One of Secretary Cisnheros' block grants -- the Affordable Housing Fund --
would incarporate most government housing production and rehatilitation programs
(except for public housing). It would invite state and local governments to
fashion housing strategies appropriate to their needs and apply far funding.

A second block grant -- Housing Certificates for Families and Individuals --
would sweep up all af today's public housing, assisted housing and so-called
Section 8 rental assistance. Local governments would allocate these certificates
to low-income families, who'd suddenly be free to take them to apartments aof
their own chaice.

The housing vouchers would end public housing as it's known in america. With
a phase~in period of three to five years, HUD would be out af the business of
directly subsidizing public housing buildings. A1l the country’s 3,400 public
hausing authorities would be deregulated, obliged to compete in the market for
low-income residents.
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Well-run public housing authorities would presumably have no problewm. But
what of the projects plagued by crime, graffiti, abandaonment?

IT the authorities responsible for them couldn't "get a hold on their
management problems,” Mr. Cisneros explains, "they'd lose tenants. And that
would force decisions on the community -- whether the housing should exist in
Its present form, whether the buildings themselves are flawed and should be
demoliched, whether some nan-prafit or joint venture might run these buildings
petter.”

One's left wondering -- where will the thousands of residents of lost public

hausing units end up? Won't some Decome homeless? Are there enough low-cost
private units?

The answer is: tocalities will have to be more ingenious. But at least they
will not be wasting millions of federal dollars to rehabilitate public housing
high-rises likely to be vandalized and abandoned again. And HUD, instead of
subsidizing bureaucratically rigid and inefficient public housing authorities,
Wwill be providing direct housing vouchers to the low-income people who need the
assistance.

Indeed, one wonders how the new Congress, short of abruptly terminating all
public-housing subsidies, could find a more Republican or market-oriented
solution.

Finally, Mr. Cisneros proposes a Community Opportunity Fund to pay for
economlic revitalization and distressed neighbarhood aid now financed by such
programs as Community Development Block Grants. "Reverse commute” plans to
suburbs, business loans to entrepreneurs to build superdarkets, environsental
cleanup of "brown fleld sites" ripe for redevelopment -- all would be eligible.

There is a semantic problem here -- these won't be block grants given with
zero strings attached. They'll actually be what Mr, Cisneros calls "contractual,
performance~-based grants.” Localities will lay out operational plans, fulfilling
the grant's Droad purposes; HUD will negotiate specific performance goals with
them. HUD will also act to guarantee fair housing practices and to make sure
such groups as the homeless aren't neglected.

The "relnventing gavernment® crowd {s sure to applaud the new approach,
citing the flexibility 1t gives local governments even while maintaining an
accountablility for using federal taxpayer dollars.

While HUD's present crisis is tied to Washington's new politics, it's not

new: The agency's bureaucratic scleraosis has long been obvious. A National
Academy of Public Administration last summer reported HUD was suffering an acute
case af "program overlaad"” (from 54 pragrams in 1980 to 200 in 1982).

The overload, the panel observed, saps HUD's resources, muddles priorities,
creates impossible expectations and confuses communities. Though praising
Secretary Cisneros' personal leadership, the group suggested HUD either slim
down to a handful of manageable programs with clear goals, or pass out of
existence.

It's still possible the congressional Republicans will want to kill HUD
gutright. Yet they may find parts of Mr. Cisneros' plan highly appealing.
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Indeed, as long as HUD's Democratic “"friends" controlled key congressional
committees, special-interest lobbies from government-worker unions to the large
public housing authorities were positioned to kill sweeping reforms.

Now everything's up faor grabs. It's a high-risk game. But one suspects Henry
Cisneros may secretly be pleased.

Neal R. Pelrce writes a column on state and urban arffairs.
TYPE: QP-ED, COMMENTARY
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HEADLINE: DRASTIC PRUNING REPORTEDLY PLANNED TO SAVE HUD ITSELF;
HOUSING: MANY FEDERAL PROGRAMS WILL GIVE WAY TO BLOCK GRANTS, SOURCES SAY.
CUTBACKS ARE SEEN AS A REACTION TO GOP SWEEP IN NOVEMBER ELECTIONS.

BYLINE: By ELIZABETH SHOGREN, TIMES STAFF WRITER
DATELINE: WASHINGTON

BODY:

The Department of Housing and Urban Development is planning sharp reductions
next year, including consolidation aof &0 specific housing programs intc broad
funding grants that would free states and localities from most federal
gversight, saurces said Wednesday.

The planned cuts, described by Housing Secretary Henry 6. Cisneros in

closed-door sessions with public housing advocates and others, would make
Housing and Urban Developmwent one of the biggest and most visible victims of the
pudget-cutting fervar sweeping across Washington in reaction to the November
electigns.

With an annual budget of $27 billion, the department has become a favorite
target of conservatives because af chronic problems associated with urban
housing projects and the agency's origins in the Great Society movement of the
1960s. The departments of Energy and Transportation are ather prime targets for
large-scale budget reductions, which the White House has been scrambling to make
to offset 3 middle-class tax cut that the Prestdent plans to propose tonight.

While it was clear that Cisnerps’' plan would reduce HUD's budget, people who
attended the meeting said that officials did not specify how much money would be
saved. Cisherpos also talked about his plans to replace the Federal Housing
Administration, which provides mortgage insurance to willions of home Duyers,
with a quasi-government corparation.

Cisneros canceled an interview with The Times scheduled for Wednhesday. The
President is expected to annaunce the proposed changes in a speech tonight.

One senior afficial of the department said that Cisneros talked to the

tnterest groups instead of the press because he "does ngt want ta scoop the
President.” He believed that he needed to "level with them" early on so that he
can "rally their suppart” behind him in what he expects to be a tough battle on
Capitol HiI1l.

"He's managed to prevent HUD from completely being chopped by presenting

alternatives,” said the official, who spoke only if not identified. But
Republicans in Congress are expected to make further reguctions in whatever
budget for the department 15 handed to them by the White House.
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Advocates for the people who benefit from affected programs warn that the
changes could have tragic consequences for cities as more people go without
shelter because they lack government assistance.

"It's an overreaction to the (Republican) election victaries," said Rick

Nelson of the National Assn. of Housing and Redevelopment Officials. "I think
there's a great potential for serious problems. We're talking about adding to
the list of people who can't survive in the cities.”

But Republicans on Capitol Hill said ‘the proposal indicates that Democrats

have finally realized what Republicans have been preaching for years: The 1ess
federal gavernment the better.

"HUD cannot continue to exist the way it is. That is why we need this radical
restructuring,” said a Republican congressional alde, whd spoke on conditlian of
anonymity. It will get rid of a lot of the archaic federal micro-management so
maney will be spent gquicker and get to the people who fieed it. Peaple will be
petter served because 1lpcal officials won't have to listen to a HUD bureaucrat
hickel-and-diming them."

In a meeting with representatives of about 100 interest groups Wednesday,
Cisneros sald that the radical changes he is proposing are a 1ot better than
eliminating his department, as the White House was considering last week and
incoming House Speaker Newt Gingrich (R-Ga.) has suggested.

While making clear that the White House and HUD are still in negotiations

about the shape of the agency and size af the budget cuts, Cisneros said it is
likely that most of the housing and community development programs the
department now administers would be combined into one, two or three types of
block grants.

Block grants give the recipients great flexibility to spend the money as they
seg fit, Instead of focusing funds where the federal government believes they
are needed.

Many details still are unclear. For instance, Administration officials still
are struggling over whether the grants would go to states or directly to cities
and counties.

This situation worries advocates for the homeless, who fear that because of
the rising negative sentiment toward homeless people in cities across the
country, local officials will starve programs for the homeless and direct funds
toward community develapment or other activities.

"The homeless are likely to get lost in the shuffle," said Fred Karnas,
director af the National Coalition for the Homeless

Karnas and others said that Cisnieros made it very clear that major changes

must be made If the agency wants to stave off outright elimination. Gingrich
told the Washington Post earlier this week that the agency is a prime candidate
far elimination.

LANGUAGE : ENGLISH
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House cpeaker-to-be Mewt Gingrich (R-Ga.) yesterday charted 8 sprawling xap
of Republican pathways to a3 limited federal gavernment, promising a "pretty big”
pachkage of spending culs early next year without increasing the deficit,
floating the ldea of 3 gne-year moratoriumg o clean aiy regulations and
identifying Energy ang Housing and Urban Developtent ac Cabinel departwents mbst
vulnerable to elismination.

Gingrich expanded his proposed alternatives to federal antipoverty prograne
by suggesting tax credits to encourage charitable donations to help the poor and
saying he preferred the welfare revisions that governors have proposed over
thase in the "Lontract With America" that he inspired. He similarly <alied for
locsening federal control over HMedicaid, the state-federal health prograwm for
the goorest americans. A credit would allow a taxpayer to reduce his ar her
taxes by the amrount of the charitable contribution, a far bigger Break than is
allowed nou.

Three weeks frop becoring the first Republican cpeaker in 40 years, Giagrich
alsg endarsed 3 teew limit of eight years on speakers, similar to the
restriction that the Conetitution Imposes on presidgenis.

Resides his praposals on speclfic federal palicies, {ncluding cangressianal
gversight of the District of Columbia, Gingrich sketoheg out his views on
broader issues of goverament gcanomics and race during 2 two-hour luncheon with
Washingion Post egitors and FEQDTtP“F The former hzcte““ professor studdeg bhis
responses with gral foatpotes fa the boaks of historians,

"I'm npt anti-government, " Gingrich gdeclared in gxplaining hic opposition Yo
the Great Soclety pragrams of the 1960s. "I don't believe sGCisl engingering
warhs. I gon' t believe building ... large, centralized government strusiures

WOrks.

Within the first two months of 1993, Gingrich said, "probably the most
fiscally conseryative Longress since the '20s5" sould consider 3 gackage o
spending cuts in the 1995 budget that will be "pretty big, I think." He said
House Republican leaders have asked incoming aAppropriations Commiitee Chairman
Bob Livingston (R-La.) to make the spending cuts "as big as you're comfortable”
gaking.
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A& Livingston z2ide salg the package would be "somewhere in the billions® ang
would Be develgped during Appropriations Committee hearings the first two weeks
of January. "They're going to specifically be hearings on what to cut ... and
why," the 3ide said. "Maost apgropriations hearings are on what we need to spend
and why."

Gingrich told The Post that the tax cuts promised in the RBepublican "Contract
With America® should not increase the deficit. "I think you'd want for that not
to happen," he said. "You have to send a signal that this Congress ic commitiled

a lawer deficit and ... 3 smaller gavernment.”

On enviroamental regulation, Gingrich cited warnings from governpre that a
1995 deadline for states tg reduce certain air pollutants would create “an
gconenics catastrophe of the firct prder.” The deadline wac sei in the {lean Alr
Act of 1990, uhich Gingrich supported on an averuhelming vote far House passage.

"Every governor [ talk tp says thic ic going to be a crisis in 1995%,"
Gingrich said, specifically aentianing Massachusetts, New Yark, New Jerzay,

Pennsylvania, Chio and California. Virginia also has had trouble developing a
plan to meet the clean air standards.

Gingrich said many governors favor a Dhe-year moratorium on the clean air

regulations. He did not endarse their proposal and instead called far hearings
on the issue.

Environmental Protection Agency officials said they are trying to give ctates

maximum Flexibilitly in plans tg #eet the new clean 3ir standards. They also
emphasized that Congress set the deadline in the 1770 law.

In a letter ta President Llinton yesterday, Singrich joined ather 602 leaders
of the House and Senate in proposing a 100-day moratorium on new federal
regulations. They asked the adainistratian to use the time to review the
regulatory burden ang recommeng cuts in red tape.

Gingrich indicated that the weak galitical canstituencies for the departments
of Hpusing and Urban Development and Energy would make them prime candidates for
cuts in the bureaucracy. He cited "a very limited constituency" for Energy.

"1 would argue that you could abolish HUD tomorrow morning and improve life
in mast af America,” he said. "I think RUD's reputation is naw so bad ... and
the whole public housing policy has been such a failure that {t's very hard 1o
sustain HUYD."

But Gingrich said the federal government could still increase the stochk of
low-income housing, for exasmple, by giving HUD-owned land tg Habitat for
Humanity, a volunteer group that builds homes for the poor. He wore a lapel pin
of the noaproflt groupg more identified with another Gegrgian, farmer president
Jimmy Carter. "We are looking at creating a tax cregit for people to give wmoney
ta private sector institutions that care for the goar," Gingrich sald.

On broader igsues of government, ecconomics and race, Gingrich szid:

“T think there's a tremendous role for federal gavernment in setting

standards” for ciate experiments with social programe bul "there may not be much
af a raole for 1t in implementing standards." He mentioned federal research and
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development as one type of federal program he believes dOES wOTK.

He called himself a cautious believer in supply-side economics, the theary
embraced by then-Fresident Ronald Reagan that tax cuts generate more than ensugh
ecanomic activity to pay for themselves.

On race, he said his putlook was shaped by spending his first 14 years as the
san of an Army soldier befare the family moved to Georgia. He blamed black
reluctance to join the Republican Party on the lack of southern conservatives
wha objected to segregation.

"I'm saying those necessary government actions to end the government

oppressian of black Americans were exactly right. You had to use gavernment to
engd government oppression,” he said. But now government chould adopt an approach
gther than trying to "sarginally improve the poverty level af 600,000 people,
which ... doesn't get you wery far." He spoke generally of linking black
entrepreneurs with white ones like Bill Gates, founder of Microsaft Corp.

"1f you were to create four Bill Gates, ang as a result, create 11,000 bDlack
millionaires, the net effect ... of raising the standard of resources of their

entire community would, in fact, have a greater second- and third-grder effect,”
Gingrich said.

Staff writer Gary Lee contributed to this report.

GRAPHIC: PHOTG, INCOMING HOUSE SPEAKER NEWT GINGRILH SAID SPENDING CUTE WILL BE
"PRETTY BIG, I THINK.", MARK FINKENSTAEDT
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BODY:
INTROQDUCTION

The House and Senate spon will consiger legislation to reauthorize the
programs of the U.S. Department of Housing and Urban Development (HUD). The
House and Senate bills (H.R. 3838, S. 2049} have bheen marked up by commities and
how will be debated in each chamber. This legislation, however, unfortunately
is based on a persistent fiction: that there is a shortage of affordable housing
and thus a need for mdre subsidies to homebuyers and renters.

In reality, America's housing guality and quantity have been iwproving for
decades, samething not apparent from the continuing stream of pranouncements
from congressional liberals, stafte and local officials, labor unions, and
builders that the natioh faces a housing crisis. This nation of a crisis has
triggered demands for ever-larger federal outlays and wore stiringent regulation.
The appropriations bill passed last fall for flscal year 19%4, for instance,
reserved $ 25 billion for HUD, an increase of 27 percent over the fiscal 1989
outlay of & 19.7 billion when Prestdent Bush entered office. n1

nt The $ 25 billion in the appropriations bill is HUD's portion. The bill

alsa set aside funds for the Department of vVeterans Affalrs and various
independent federal agencies.

A large portion of this money is subsidizing publicly or privately owned
multifamily rental housing. Yet many public projects are in physical disrepair,
plagued with corruption and mismanaged by the public housing authorities who

would get the money. Mareover, many of the privately owned multifamily rental
projects are prime candidates for foreclosure and repossession by HUD. Sowme are

as decayed as any publicly built project.

The House bill, H.R. 3838, intrpduced in February by Representalive Henry

Gonzalez (D-TX), Chairman of the House Banking Committee, reauthorizes HUD
spending at $ 31.2 billion in fiscal 1995 and % 33.6 billion in fiscal 1976.
The Senate version would open the federal purse even moreg, providing $ 28.1
billion for fiscal 1995, but jumping to ¢ 39.1 billion for fiscal 1994.

The impetus behind the House and Senate bllls, which contain many features
supported by Secretary Cisneros and other top Clinton Administration
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of ficiale, 15 the notion that housing was neglected during Lhe Reagan ang Bush

years and that this neglect was manifested in massive cutbacks in the HUD
budget. Cisnerps said of his proposed legislation that it would put HUD back in
the Business as a force for pasitive change in America. nZ Yet this will not be
accomplished by increasing HUD spending. HUD outlays during the Reagan years
rose fram $ 14.9 billion In FY 1981 to % 19.7 billion in FY 1989 and reached &
25.2 billion in FY 1993. According to this year's Office of Management and
Eudget (OMB) projections, they will have risen to $ 25.5 blllion for fiscal 1974
and to more than & 28.4 billion in fiscal 1995.

nZ Quoted in Julio Barreto, "Cisneros Unvells Housing Cholce and Community
Investment Act,” Natiopn's Cities Weekly, April 25, 1994.

Those who would ralse federal spending on housing-related agencies such as
HUD, the Department of veterans Affairs, and the Farmers Home Administration
know -- event If they do not admit -~ that spending has risen. That is why they
reqularly cite statistics purportedly showing fhat the private secior no longer
produces sufficiently affordable housing. As evidence, they refer to the slight
decline during the first half of the 1980s in the overall homegwnership ratio
(which since has been reversed) and to misleadingly high housing cost-to-income
ratics of low-incowme renters.

To be sure, there are housing cost problems. Yet neither the 1970
Cranston-Gonzalez National Affordable Housing Act (P.L. 101-625) nor the current
proposals address those problems. Each of these wmeasures fails {0 recogniie
that high taxes and overregulation undermine efforts to improve the housing
stock and its affordability. Each also fails to recognize that politicizipg the
distribution of housing raises the likelihood that there 1s less of it to go
around.

To combat the idea that massive subsidies are needed for housing production

and consumption, lawmakers need to bear in mind several realities about housing
in Americas

1) The supply of America's housing stock has been improving steadily over time
in both quality and guantity.

?) The demand for additional housing during the 1990s will not be as greal as 1t
was during the 1970s and 1980s.

3) The cost of housing, in comparison to incomes, has been getting less

burdensome over the last several years, especially with interest rates last year

dipping to their lowest levels in some 25 years, and now holding steady at about
5 percent.

If HUD officials and Members of Congress really wish to address the nation's
housing supply and affordability problems, they should promote greater market
efficiency. The reauthorization legislation gives lawmakers the opportfunity to
make needed changes.

To improve the reauthorization legislation, Congress should take several
steps. Among them, lawmakers should:

checkmark Eliminate provisions that would raise loan limits on Federal Housing
Administration (FHA) single-family mortgages.
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checkmark Eltminate the provision that would end the reguirement on public
housing tenants who obtain 3 job to continue paying 20 percent of their income
in rent.

checkmark Add 3 provision eliminating the requirement on HUD to subsidize the
rents, for at least 15 years, of low-income tenants in foreclosed FHA-insured
multifamily rental projects.

checkwmark fund the HORE progran.

checkmark Give HUD the authority to pressure other federal agencies, and state
and local agencles, to reduce excessive land and construction regulations that
make housing less affordable.

America is not reeling from an affordable housing crisis and was not in the
grip of such a crisis during the Reagan and Bush years. Housing conditions and
affordabllity rarely have been better. What HUD and other federal agencies
should be doing is enabling housing markets, especially in inner-city
neighborhoods, to function more as markets. At present, they function foo much
as bureaucratic fiefdoms, a problem exacerbated by high levels of crime. While
the House and Senate packages contain potentially beneficial elements ang even
mention the need for crime control, too much In them represents business 3s
usual under the guise of a "reinvention” of HUD. They would boost HUDR spending
by about 3 third without necessarily addressing the real problems.

THE SUPPLY OF HOUSING IN AMERICA

Plenty of Homes. During the past iwo decades, America has expanded an
already plentiful haousing stock. According to the most recent American Housing
Survey (1971 )}, there were 104.6 million conventional (non-wobile! duwellings in
the United States, more than 50 percent greater than the 68.7 million unlts
existing in 1970. n3 Thus, over one-third of all dwellings available in 1991
were built in gr after 1970. n4 This ratio, of course, would be higher 1f one
took into account net housing production since 199t.

n3 U.S. Bureau of the Census, 1970 Census of Population and Housing; Current
Housing Reports, "American Housing Survey for the United States in 1991
(Washington, D.C.: U.5. Government Printing Office, April 1993). The American
Housing Survey (formprly known as the annual Hnus1ng Survey until the early
1980s, previous to which 1t had been conducted annually, as its name implied) 1s
conducted nationally on a biennial basis by the Census Bureau, with technical
asslstance from HUD. Separate surveys of several dozen metropolitan areas are
congucted on ah annual rotating basis. All references in this Issue Bulletin 1o
the American Housing Survey, unless otherwise indicated, are to the 1991 survey.
In 1991 there were sowe 7 million mobile howmes.

n4 Losses of residential units include conversions af a structure from
residential to nonresidential use, the combining of two Or more separate
residences into one, and damage from starms, garthguakes, and other natural
phenowena.

Fewer Deficiencies, More Amenities. Just as the guantity of housing units is
Impartant, so is the guality. That, too, has risen with affluence and with
advances in homebuilding technology. Early in this century, a three-room
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cold-water flat was regarded as adequate housing for young urban immigrant
familles., Today it is considered unacceptable for anyane.

Using American Housing Survey indicators of housing quality, Table 1
indicates how far the U.S. has come in eliminating substandard housing. Only a
small portion of dwellings how experience interior problems such as holes in

floors, broken plaster or peeling paint, and exposed wiring. Moregver, those
problems occur less often in ownher-gccupied units, which account for almost
two-thirds of all occupied dwellings.

Table 1
Selected Interior Housing Deficiencies: 1991
Characteristic % of Owner- % of
Occupied Renter
Holes tn Floors 0.8% 2.0%
Open Cracks or Holes 3.4 8.1
Broken Plaster or Peeling Paint 3.0 6.1
No Electrical Wiring 8.0 0.0
Exposed Wiring 1.1 2.5
Rooms without Electrical Qutlets 1.4 2.4
Lacking All or Some Plumbing 2.2 2.9

Source: U.S. Bureau of the Census, "American Housing Survey."

Meanwhile, more new housing than ever before (s being bullt with things once
considered luxuries, as Table 2 indicates. To some degree, therefore, rising
standards of quality are responsible for rising home prices. The number of
newly completed private, singlefamily howes containing central air conditioning,
ane or more fireplaces, and 2.5 ar more bathrooms each rose during 19270-1992 by
anywhere from roughly 80 percent to 200 percent. Median interior area rose from
1,385 tao 1,920 square feet, an increase of 38.6 percent.

Table 2
Characterictice of New Privately Ouned One-Famlly Homes Completed: 1970-19%2
Percent w/  Percent uw/

Median Percent One or Mare 2.5 or HMore
Year Square Feet  w/CAC Fireplaces  Eathrooms
1974 1,385 4% 352 14%
1980 1,595 63 56 25
1984 1,405 71 59 28
1986 1,660 69 63 33
1788 1,810 7% 4% 42
1990 1,905 76 66 45
19912 1,920 77 b4 47
Total Change +38.6% +126.5% +82.9% +193.8%

Source: U.5. Bureau of the Census, Construction Reports, Series (-Z%, issued
annually.

Homebitilders provige such amenities largely hecause buyers insist on them. A
1989 survey by the Natlonal Association of Home Bullders asked: "If you cannot
afford to puy the type of home you want, what would you give up L0 make iL more
affordable?” Some 36 percent of respondents said they would choose 8 house With

unfinished roows, and 35 percent would live farther from work or shopping. Only
18 percent would have accepted a smaller hause, and only 11 percett would have
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accepted fewer amenities. nS

nS What Home Buyers Want (Washington, D.C.: National Association oOf Howe
Ruilders, 1989).

THE DEMAND FOR HOUSING IN AMERICA

Population Growth. During America's baby boom, which spanned the years
19461964, there were 20 to 25 live births per 1,000 population. Thereafter the
birth rate declined, so much sp that in 1975 the rate was 14.6 births per 1,000
population,é rising again to the té-to-17-per-1,000 range in the late 19805 and
early 1990s. The aging of the baby boom population has major implications for
the demand for housing.

ng U.5. National Center for Health Statistics, vital Statistics of the United
States, issued annually.

According to Census Bureau mid-range projections, the population will

increase from a little under 250 million to almost 275 million during 19902000,
ar by some 2.5 million annually. Households in the 35-54 age brackel -- mainly
the baby boomers -- will make up mare than 75 percent of this population
ihncrease, rising oy more than 19 million. By contrast, the number of Americans
age 18-34 (the people who are starting households for the first time, usually as
renters) will decline from about 70 million to 63.5 million during this period.
As a result, the age bracket most heavily in financial need will be smaller,
numerically as well as proportionately.

Household Growth. This pattern of population growth and age distribution has
significant implications far housing demand, in particular the dewand for new
housing construction in the 1990s. According to the Census Bureau, the total
number of households rose by about 1.18 million annually during 19230-1971 n7 and
will rise by roughly the same rate by the year 2000. However, 35 with
population growth, the age distribution of this shift reveals wuch. Househglds
headed by persons age 35-54 will account for virtually all of this increase. n8
yet households headed by persons 34 and under actually will decrease by 1
million. Growth is occurring, therefore, among households headed by adults in
their prime years.

n? U.5. Bureaw of the Census, Current Population Reports, Series F-10, NO.
467, and earlier reports. Census of Populaiton: 1980.

n& U.5. Bureau of the Census, Current Population Reports, Series P-Z5, NO.

986, "Projections of the Number of Households and Familles: 1986 to z2000"
(Washington, D.C.: U.S5. Government Printing Office, 1784},

CHANGING HOUSEHOLD COMPOSITION

The trend toward smaller praportions of married households had Degn
established by 1980 and since then, even with a falling divorce rate, n9 has
continued. Table 3 shows that in 1980, 40.8 percent of all households consisted
of married couples, fairly evenly divided between those with at least aone child
present in the hpusehold and those without. Yet, by 19?2 the cumulative
proportion of married households, with and without children, declined to 54.8
percent. Male or fewale householder families (no spouse present) incCreased from
12.9 percent to 15.4 percent of the total. n10 Especially marked has been the
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rise of one-person households from 22.7 percent in 1980 to 25.1 percent in 1992,
caused in part by the fact that the median age of first marriage for men and
women has increased by some three years since 1970. ntt

n? vital Statistics. The rate of divorces per 1,000 population declined
during 1980-19%0 from 5.2 to 4.7, or by some 10 percent.

n10 U.S5. Bureau of the Census, Current Population Reports, Series P-20, No.

458, "Households, Families, Marital Status, ang Living Arrangements: March 1991
(Washington, D.C.: U.S. Government Printing Offlice, 1992).

nit The median ages of first marriage were 22.5 and 20.6 for men and women,
respectively, in 1970. They had risen to 25.5 and 23.7 {n 1988. GSee Vital

Statistics.

Table 3

Composition of American Households: 19832 and 1990
Household Type 1980 1992
Married with Children 30.9%2  25.5%
Married without Children 9.9 29.3
Single-Parent Family (Female Headed) 10.8 12.2
Single-Parent Family (Male-Headed) Z.1 3.1
Living Alone 2.7 25.0
Other Non-Family Households 3.6 4.7
Total 10[).0‘Y 100.0%

Sgurce: U.5. Bureau of the Census, Current Population Reports Series P-Z0, No.
467; Census of Population: 1980.

Many lawmakers and organizations calling for more housing subsidies
misinterpret the growth in non-family households as an upsurge in the need for
assistance. To be sure, non-warried households have incomes well below those of
married ones. The median household income of one-persoh households in 1991 was
$ 19,44 1, while the median figure for female-headed families with children was
$ 17,961. Ry contrast, the median household income for married households was
nearly $ 41,075, n12 But that does not mean that non-warried households are
poorly housed or that they must forego food and other basic necessities to
acquire good housing without a subsidy.

ntz 12 U.S. Bureau of the Census, Current Population Reports, P-60, Na. 180.

The growth of non-family households has been due in large part Lo the
affordability and avallability of housing. That is, many of these households
would not have formed in the first place were America's housing industry not so
productive and adaptive to local market circumstances. In Western Eurape, where
housing construction levels are far lower than in the united S5tates, marriage ics
one of the few ways In which a young adult can obtain housing separate from
parents. And as a 1992 Heritage Foundation paper wmade clear, a "poor" American
actually has more housing space per person than the average Western European.
nia

nt3 See Robert Rector, "How the Poor Really bive: Lessons for Welfare
Refarm," Heritage Foundation Eackgrounder No. 875, Jdanuary 31, 199Z.
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It is not the growth of female-headed families that necessitates more
welfare. Rather, it is the widened eligibility for welfare that is the major
driving force behind the increase in such households in the first place. This
includes housing assistance as well as cash payments, Medicald, and food stamps
as its key components. The number of all households (mainly female-headed
and/or elderly) receiving HUD housing subsidies alone grew from 3.3 million in
fiscal 1981 to roughly 4.7 million in 1993.

Substdization of living expenses makes It more attractive for women with

children not to marry and to maintain households separate from their fathers and
from other members of their families. One study showed that a roughly & 200
increase in monthly welfare benefits causes illegitimate teenage births to rise
by 150 percent. nit4

n14 Shelly tundberg and Robert D. Plotnick, "Adolescent Premarital

Childbearing: Do Opportunity Costs Matter?" June 1990, revised version of a
paper presented at the Population Assoclation of America Conference, Toronto,
May 1990.

At the opposite end of the age spectrum are the elderly, defined as
households headed by persons age 65 or over. For over twg decades a
fast-growing segment of the population, nt1S these households have relatively few
housing problems. For example, 77.3 percent of seniar-citizen households In
1991 owned their own homec, and 82.4 percent did so "free and clear," without
any outstanding mortgage debt. The 1991 median monthly housing cost for all
elderly households, owners and renters combined, was $ 257. Moreover, only 2.4
percent of a1l elderly households lived in dwellings with less than complete
plumbing facilities and with a wedian of 5.3 rooms per unit. nts These are not
households reqguliring subsidies; yet advocates of more subsigies frequently call
for wmore federal aid to the elderly, especially under the Section 202 progranm,

enacted by Congress in 1959 to finance the construction of privately owned
rental housing projects for sentor citizens.

n15 In 1970 households headed by 3 person age &5 ar gver constituted 19.7
percent of all households in America. In 199t their share of all households
increased to 21.7 percent. See U.S5. Bureau of the Census, Current Population
Reports, Series P-20, No. 458; Census of population: 1970.

nté "American Housing Survey,” pp. 318, 320, 340, 348. In determining
whether a household {s poor, the Census Bureau looks at income -~ dut hot asset
~-- levels. This is one reason why the elderly are often "house rich, cash
poor." Their wealth is tied up in the earned egquity of their homes. See Karen
Marin Gibler and Joseph Rabianski, "Elderly Interest in Home Equity Conversion,”
Housing Policy Debate, Vol. 4, Issue 4 (1993}, pp. 565-588.

THE MARKET FOR HOUSING

Combining fhese supply and demand characteristics into an overall market
reveals how weak the case is for declaring a national housing emergency or even
for enacting new housing assisfance programs. By examining several basic

Indicatars -- vacancy rates, owner-occupancy ratios, costs, and cost-income
ratios -- it 1s evident that the supply of affordable housing is not in
jeopardy.

INCREASING VACANCY RATES
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One of the effects of the high levels of housing construction during the
period from the 1960s through the 1980s has been relatively high vacancy rates.
This is especially true in the case of housing for rent. In 1983, when wmany
housing advocates declared a8 c¢rists, the rental vacancy rate was 5 7 percent.
Yet each year since 1985 it has Deen at least 7 percent, despite the gecline in
new apartment construction since the latter half of the 1980s. ni?

n1? U.S. Bureau of the Census, Current Housing Reports, Series H-11%1, issued
guarterly and annually. Vacancy rates on units for sale are typically In the 1
percent to 2 percent range. Since the mid- 1980s this ratio has held steady at
1.7 percent.

Those calling for more federally subsidized housing production as the
principal way to eliminate homelessness ignore such realitfes. According to the
Amgrican Housing Survey, in 1991 there were over 8.7 million vacant year-raund
housing units. This represents about 15 vacant dwellings for every homeless
person, based on the Urban Institute's original top estimate of about 600,000
homeless persons natiohwlide. ni18 These unlts, moreover, are not cramped
"tenements" or "slums." The 1991 American Housing Survey indicated they
contained a median of 4.3 rooms per unit, and only some 5.5 percent lacked
complete plumbing facilities. Almast 48 percent were single-family homes. ni9

n18 Martha R. Burr and Barbara Cohen, America's Hameless: Numbers,
Characteristics, and Programs That Serve Them (Washington, D.C.: Urban Institute
Press, 198%). Burt since has revised her numbers downward to a range of 354,700
to 461,800. See Martha R. Bun, "Developing the Estimate of 300,000-508,000
Homeless People in the United States in 1987," in Cynthia M. Taeuber, ed.,
Enumerating Homeless Persons: Methods and Data Needs (Washington, D.C.: U.S.
Rureau aof the Census, 1991 ), pp. 130-138. The Census Bureau's special
ghe-night survey of the homeless in March 1990 revealed only 230,000 persons on
the streets and in shelters throughout the U.S., a8 figure the Bureau has revised
upward slightly to 240,000. If anything, then, the ratioc of vacant year-round
dwellings to homeless persans is more in the neighborhood of 30-to-1, or even
higher.

n19 "Am2rican Housing Survey," pp. 1, 4, 14.

THE "DECLINING" OWNER-QCCUPRANCY RATIO

A common wmyth about housing affordability is that young homeseekers ng 1Onger
can afford to buy a home. Ever since 1977, when studies by the Congressional
Budget Office and the Joint Center for Urban Studies of MIT and Harvard
University asserted that dwindling proportions of renter households could buy a
home, advocates of more federal intrusion into the housing market have been
sounding alarms about the disappearance of the American Dream. nz0

n20 Congressional Budget Office, Homeownership: The Changing Relationships of
Costs and Incomes and Possible Federal Roles (Washington, D.C.: U.5. Gavernment
Printing Office, January 1977); Bernard J. Frieden, Arthur P. Solomon, et al.,
The Nation's Housing Needs (Cambridge, MA: Joint Center for Urban Studies of MIT
and Harvard University, 1977).

Typically, they use two statistics to bolster this claim.

EXIS-NEXISEE  LEXIS-NEXISEE  LEXIS-NEXIS &=

Services of Mead Data Central, Inc.



PAGE ?
Heritage foundation Reports, July 20, 1994

First, they note that in 1980, &4.4% percent of all occupled units were
owner-occupied, while in 1785 the figure fell to 63.5 percent. But even If this
decline were cause for alarm, the ratio later reversed 1tself, rising to &4.2
percent in 1991. n2t

nZt "American Housing Survey," various years.

Second, they often cite a finding from 3 1988 report (the first in a3
continuing annual series on housing affordablility Dy Harvard University's Joint
Center for Housing Studies) showing that If the national homeownership rate had
held steady since 1973, some two million additional households under age 35
wauld be homeowners. But what the researchers fail to emphasize is that more
households today than in 1980 are singles and ohe-parent families (see Pig Chart
1). These households have a much higher propensity to rent than do married
couples, n?2 so a slight decline in the overall ownership rate is not
surprising. In fact, as HUD senior policy analyst Irving Welfeld has noted, the
rates of ownership among married and nonmarried households each rose after 1984,
even though the overall rate declined slightly. nz3

n22 In the 25-29 and 30-34 age brackets, among married couples, 21 percent
and 66.4 percent, respectively, were homeowners in 19920. For "other family”
households, these rates were 17.1 percent and 28.%5 percent. Amdng one-person
households, these figures were 2Z.1 percent and 33.4 percent. See U.S5. Bureau
of the Census, Census of Population: 1970.

n23 Irving Welfeld, Where We Live: The American Home and the Saclal,

Political, and Economic Landscape, from Slums to Suburbs (New York: Siman &
Schuster, 1988), p. 2Z3.

Thus, young adults are not being "locked out of” homebuying opportunities.
On the contrary, Chicaga Title and Trust's widely respected annual survey of
recent homebuyers reveals first-time buyers to be an increasingly sighificant
farce. In 1989, for example, 40.2 percent of all homebuyers were buying for the
first time; in 1993 this ratio, thanks to small price increases and falling
interest rates, reached 46 percent. ni4

nz4 Who's Buying Houses in America . . . [The Chicago Title and Trust Family
of Title Insurers, 18th Annual Survey of Recent Home Buyers (Chicago: Chicago
Title and Trust, 19%94).

EXAGGERATED COST BURDENS FOR HOMEOWNERS

If changes in the tomeownership ratlo do not point to lessening affordability
of homes for sale, neither do cost figures themselves, whether for the homes as
such or for the mortgage money used to finance their purchase. Those sgunding
the alarm bell often point to how much more gwner-occupied homes with mortgages
cast than do those without mortgages. Yet the cost of barrowed money is
distinct from the cost of housing itself. The American Haousing Survey revealed
that the median monthly housing cast for homes with a mortgage in 1991 was
761; for homes without a mortgage, it was $ 222. nl% To read into this a problem
of affordablility, however, would be erroneous.

n25 "American Housing Survey," 1991, p. 74.
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A great many of today's owhers bought their homes during the late 19705 and
19805 when interest rates on 30-year fixed-rate conventional mortgages were 1in
double digits. By contrast, the rates on 30-year fixed-rate mortgages currently
are about 8.5 percent and, for 3 time late last summer and early fall, fell to
the &.7 percent to 7.0 percent range, according to the Federal Home Lban
Mortgage Carporation (“"Freddie Mac"), which, among other things, tracks mortgage
rates on a weekly basis. Remarked Freddie Hac chief economist Robert van Order
last summer, "The last time interest rates fell below 7 percent was back in
1968." n2é

n24 "Hortgage Rates Fall Below 7 Percent,” The Washington Times, August 27,
1993.

Thanks to falling home mortgage interest rates, there has been a surge in the
popularity af 15-year and 20-year fixed-rate mortgages. n2? The fFederal National
Mortgage Association ("Fannie Mac") and Freddie Mac each reported that in 1993,
close to half of all martgage refinancings consisted of 15-year or 20~-year loans
-- the highest ratip ever. This trend has helped homes be more affordable for
long-term ownership. Not only 1s the cumulative interest on 3 15-year loan far
lower than on a 30-year loan, but lenders charge interest rates about 8.9
percent lower as well.

n27 Albert B. Crenshaw, "Shorter Terms Draw Borrowers,” The Washington Post,

January 29, 1994; H. Jane LEHMBH, "Refinancers Shortened Terms in '93," The
Washington Post, April 9, 1994.

The homeowner stampede during 1991-1993 to refinance existing mortgages,
though slower by now, 1s ane of thic decade's more remarkable housing stories.
Fannie Mae data released last year indicated that 21 percent of current
homeowners have refinanced their mortgages, with almost 20 percent having done
S0 in 1992 or 1993 alone. Another 14 percent were considering refinancing. n28
Some 56 percent of the $ 1.1 trillion in mortgage loan originations in 1993 took
the form of loan refinancings, according to Robert Rosenblatt, director of
surveys for the Mortgage Bankers Association of America. nZ9 America’'s
homeowners know 2 good bargain when they see one.

n28 Some 46 percent af the respondents said that reducing the length of their

mortgage term would count most, while 40 percent indicated lower monthly
payments were the wmost important factor.

n2%¢ Cited in Marianne Kyriakos, "Mortgage Refinancings Set Record Pace in
1993," The Washington Post, January 8, 1994. In 1992, 48 percent of the % 894
billion in mortgage originations represented refinancings.

The Harvard Joint Center for Housing Studies data actually provide strong
evidence that homeownership is becoming more in reach, not less. Working with
the American Housing Survey and other data, the Center's researchers estimated
that the annual cost of ownhing a home (in constant 19879 dollars) fell from §
8,885 to ¢ 7,077 durlng 1982~-19?2. This decline would have been even steeper
had expected price appreciation levels not been fiat in the last few years. n30
The past decade has been more a buyer's than a seller's market.

n30 The State of the Mation's Housing 1993, p. 24. The decling in anhual
ownershlp cost, minus the appreciation factor, was from $ 10,617 to $ 7,405,
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Data from Chicago Title and Trust's annual homebuyer survey provide further
gvidence that rising costs, in and of themselves, mean little. n3t1 During
1980-1993, repeat buyers saw the median home purchase price increase from §
75,750 to & 159,600, ar by 110.7 percent. During the same pericd, however,
their median incomes increased from $ 31,820 to ¢ 47,500, or by 112.1 percent.
For first-time buyers, median prices increased from $ 61,450 to & 121,100 (97.1
percent) while incomes increased from $ 27,430 fo § 53,400 (94.7 percentl.
Thus, incomes kept pace with prices. That incomes were ngot higher 1s due
largely to the higher ratio of nonwarried households in the first-time and
repeat hamebuying populations. Indeed, from 1991 to 1993, the proportion of
first-time buyers who were single rose from 21.2 percent to 32.3 percent,
according to the survey. These households, as Census figures earlier revealed,
have lower incomes than married households.

n31 Who's Buying Houses in America, op. cit.

The survey alsp revealed that although the average mortgage payment as a
percentage of income during 1980-1993 rase slightly from 30.3 percent ta 30.7
percent for repeat buyers, it fell substantially from 35.6 percent to 3Z.1
percent far first-time huyers.

The argument that a homebuying affordablility crisis exists is refuted most
thoroughly by examining figures from the National Assoctation of Realtors'
monthly publication, Home Sales, which tracks the affordability of existing
homes throughout the nation. In 1981, when President Reagan took office, an
existing home cost $ 68,900; in February 1993 it cost $ 103,600, an increase Of
50.4 percent. Yet prlce rlses are not, in fact, cause for alarm in the context
of income growth, NAR has a "Housing Afforaanxllty Index," which relates howme
price to buyer income, given a certain down payment ratio. The Index indicates
what proportion of the income needed to qualify for a conventicnal 30-year
mortgage on 3 median-priced home with a Z0 percent downpayment would be
possessed by a median-income family. A&ny Index figure above 100 means that a
median—-income househald has mare than enough to qualify for a mortgage on 2
median-priced home. n3?

n32 The NAR also calculates an Index for first-time buyers, which ig somewhat
different than for other buyers. Here, affardability is based on the median
price of a "starter" home (85 percent of the price of a median-priced home), and
first-time seekers are assumed to need only a 10 percent down payment.

In 1981 the Index for all buyers was 68.%. This meant that a median-income
family that year had only 68.9 percent of the Income necessary to gualify far
the purchase of a median-priced home. During the fourth guarter of 1993, the
Index had reached a record-high 141.9. In other words, taking intgo account the
cost of mortgage credit and growth in real income, a typical howe in the U.S.
has become more than twice as affordable in a llttle more than a dozen years.
n33 For first-time buyers (renters seeking to buy), the Index improved markedly
from 49.9 to 92.3 from 1981 tnrcugh the fourth guarter of 19%93.

n33 Despite an increase in the interest rate used to compute the overall
Index from 6.7%9 percent to 6.91 percent, the Index, according to preliminary NAR
dam, fell only to 140.9 in the first quarter of 19724 from the fourth quarter of

1993.

EXAGGERATEDR COST BURDENS FOR RENTERS
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Renters are less well off than owners. That is why most are not owners in
the first place. Yet if the cost of ownership 1s not preventing today's renters
from becoming tomorrow's awners, neither is the cost of renting. Between 1930
and 1991, the median monthly rent (including utilities), according to the
American Housing Survey, increased from $ 243 to $ 462, or by 90.1 percent. Yet

guring this period medlan renter income rose from % 10,500 to $ 20,300, or by
3.3 percent.

Housing activists typically employ 2 rule of thumb for rental affordability.
If rent takes up 30 percent or more of a household's gross (pre-tax) income, the
dwelling is "unafforgable.” Superficially, Table 4 shows why they have an
effective case. According to American Housing Survey data, some 45.9 percent of
all renter households and &%.0 percent of below-poverty-ling households pay at
least 30 percent of their incomes in housing costs. Indeed, 21.0 percent of all
renter households and 48.0 percent of poor renter households pay at least 50
percent of their incomes on housing costs.

Table 4

Monthly Rental Costs as a Ratioc of Income: 1971
Cast/Income All Renter Poor Renter
Ratio Households Households
Less than 5% 221,000 14,000
5% to 9% 1,030,000 40,000
10% to 14% 2,735,000 114,000
1.5% to 192 4,265,000 219,000
20% to 24X 4,125,000 378,000
5% to 29% ' 3,206,000 547,000
30% to 34% 2,883,000 467,000
32% to 39% 2,000,000 345,000
40% to 49% 2,659,000 713.000
50% to 59% 1,707,000 637,000
60% to 692z 1,071,000 503.000
70% or more 3,967,000 2,384,000
Zero or Negative income 547,000 490,000
No Cash Rent 2,526,080 ?48.000
Medlian Ratio 28% 55%

(excluding last two lines)

Sgurce: "American Housing Survey."

Note: The figures in this table are used by advocates at a huge boost In federal
rent subsidies, they claim that these figures show that 45.9 percent of all
renters and &7.0 percent of all pool renters (excluding "zerg negative income"
and "no cash lent” households)pay at least 30 percent of their income for their
dwellings, But the conclusion that most of the poor cannot afford their housing
and exist on the precipice of homelessness is wrong. Among other reasons,
reported incomes of the poor do not account for enormous amounts from
benefits-in-kind, such as Medicaid, food stamps, rent subsidies, ond even cash.
Including these payments as income would lower the rent burdens of below-poverty
line households substantially.

Using such Census data, liberal research grganizations like the Center on

Budget and Policy Prlurlties conclude that rental affordability {s slipping from
the grasp of the poor. n34 From this, they conclude that only large: increases
in government support can prevent the crisis from worsening.
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n34 See, for example, Scott Barancik and Mark Sheft, A Place to Call Home:

The Crisis {n Housing for the Poor (Washington, D.C.: Center on Budget and
Policy Priorities, June 1991).

According to the U.S5. Department of Labor's Consumer Expenditure Survey,
which measures how much the households aof different income levels spend on key
consumer items (food, housing, etc.), n3S per-household expenditures in 1991
averaged % 13,464 among the lowest-gquintile-income households, with pre-tax
tncomes averaging $ 5,781. In other words, the typical "poor' household,
according to the Labor Department's statistics, spends well over & 2 for every $
1.00 it reports as income. Table 5 shows expenditures of households in the
bottom quintile 3s a percentage of thelir reported "total income.”

n35 The Census Bureaw humbers are the basis for calculating incomes in
studies which show that poor households pay too much for rent.

Table 5

Average Annual Income and Expenditures of Households Among Persons 14 and Over:
1991

Guintiles Income Total Total Housing

of Income Befare Taxes Expenditures Expenditures

Lowest 20 percent $ 5,981 $ 13,464 % 4,705

Second 20 percent 14,821 18,784 6,178

Third 20 percent 26,073 26,144 7,975

Fourth 20 percent 40,868 36,151 10,644

Highest 20 percent 81,594 57,597 14,828

source: U.S. Department of Labor, Consumer Expenditures in 1991, (BLS Report
835, December 1922.)

showing housing costs as a proportion of reported income thus gives a grossly
misleading impression. Using such methods, one can “"prave” that the
lowest-income households barely eat since they have spent 82 percent of their
"incomes" on housing. Similarly, one could prove that these households have no
money L0 spend on housing and utilities since well aver 100 percent of their
Incomes are spent on other items. n3sé Something obviously 15 wrang with the use
of rent-to-income ratios as a basis for estimating rental affordability.

n3é Arguments to show that low-income households pay too much for housing
generally are based on data from the American Housing Survey rather than the
Cansumer Expenditure Survey. But all government surveys have the same problem:
they underreport incomes and thus show expenditures as very high relative to
Income.

Why do goverament surveys systematically underestimate “"incomes" of
low-income households? Because most spending Is not counted as income. OF the
over $ 300 billion spent in 1992 by federal, state, and local governments on
welfare programs for low-income persons, most was not included as tousehold
income by the Census Bureau. n37 Benefits the Census Bureau does notf count as
Income include food stamps, Medicaid, housing subsidies, and various social
cervices.

n37 See Robert Rector, "Combatting Family Disintegration, Crime, and
Dependence: Welfare Refotm and Beyond," Heritage Foundation Backgrnunder No.
783, April 8, 1994.

[EXIS-NEXIS&E  LEXIS-NEXIS&E  LEXIS-NEXIS €=

services of Mead Data Central, Inc.



PAGE 14
Heritage Foundation Reparts, .July 20, 1994

The second major problem is that government income data fail to include the
tens of billions of dollars earned by persons working "off the Dooks" to avold
taxes and regulation. The Department of Labor has put the total value of
unreported earnings at about 5 percent of Gross Domestic Product. n38 As long as
the government grossly underreports the incomes of poor and near-poor
households, claims that these households spend tod high a share of thelr Incomes
on housing are meaningless.

n38 See U.S. Department of Labor, The Underground Economy in the United
States, Occasional Paper No. 2, September 1992, p. 24. Ffor examples af this
ecnnamy in action, see Jeffrey Tucker, "Notes Frum the Underground: America's
Sprawling Informal Economy," Policy Review No. 65 (1993), pp. 76-79.

THE GROWTH IN FEDERAL ASSISTANCE

Housing assistance has become an increasingly significant part of the welfare
state. According to an Urban Institute study, about half of ail rental
subsidies consists of cash welfare payments; the other half is federal housing
assistance. n39 American Housing Survey data for 1989 (the most recent year
avallable in such tabulations) indicate that median gross rent {including

utilities) for unhsubsidized poor renters was & 300; for subsidlzed poor renters
it was a little over § 150. n40 The Harvard Joint Center for Housing Studies,

building on American Housing Survey data, has estimated that almost 40 percent
of all households with incomes below 50 percent of the area median receive HUD
housing subsidies, up from just under 30 percent in 1989. nal

n39 Sandra J. Newman and Ann B. Schnare, Subsidizing Shelter: The

Relationship Between Welfare and Housing Assistance (Washington, D.C.: Urban
Institute Press, May 1988).

n40d These figures are for privately owned dwellings only, and thus excluge
units covered under the public housing program.

n41 The State of the Nation's Housing 1993, p. 14; The State of the Nation's
Housing 1992, p. 19.

Such subsidization is gradually becoming a welfare entitlement, something
likely to become more pronounced. For example, according to the General
Accounting Office, the cost of renewing contracts between private landlords and
public housing autharitles under HUD's largest tenant assistance subsidy
program, "Section 8," will grow from an estimated $ 6.3 billion in fiscal 1994
to % 15.2 bBillion 1n fiscal 1998 -~ 3 Jjump of almast 150 percent in just four
years. n4Z Additionally, HUD spent some $ & billion -- a record high -- in
fiscal 1993 on development, modernization, and operating costs for public
housing projects. In 1992, a federal commission recommended $ 7.3 bDillion in
new HUD spending aver teh years on "distressed” public housing, which
constitutes about & percent of all public housing units and, according to the
commission, 1s "unlivable." n43

142 U.5. General Accounting Office, Assisted Housing: Evening‘Out the Growth
of the Section 8 Program's Funding Needs, GAO/RCED-93-54, August 1993.

n43 The Final Repart of the National Commission on Severely Distressed Public

Housing: A Repart to the Cungress and the Secretary of Housing and Urban
Development (Washington, .- U.S. Government Printing Office, August 1992).
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Yet the rental hgusing stock overall is increasingly affordable. For
example, the American Housing Survey for 1987 revealed a median cast-income
ratioc for poor households of 66 percent; in 199%, as Table 4 indicates, this
ratio had dropped to 55 percent. The portion of all renter households spending
30 percent or more of their incomes on rent in 1987 was 48.4 percent; in 1991 it
was 45.9 percent.

HOUSING PROBLEMS AND HUD INITIATIVES

The House and Senate housing committees have prepared their versions of an
gxpanded federal presence in the housing market for floor debate. With
record-high levels of funding, sponsars of the bills say they want to tackle a
crisis in the nation's communities. Pan of that crisis, they insist, stems from
a8 large and growing lack of affordable housing.

Yet the data demonstrate that neither homeowners nor renters, as a whole,
face such a shortage. The congressional proposals assume far too gasily that
HUD must supplement or supplant the workings af the hausing market. Some
activities would put the taxpayer in a state of heightened financial liability
for risky projects and loan practices. If Congress and HUD offictals really
want to promote affordable housing at minimum taxpayer expense, they should
focus on eliminating barriers to market efficiency and an expanding
opportunities for low-income residents to take greater control over their living
envirgnment.

Clinton Administration officials also should use HUD and other relevant
federal agencies as "bully pulpits" for eliminating unnecessary state and local
regulations that inhibit housing construction, rehabilitation, and maintenance.
When Jack Kemp was HUD Secretary, he appointed the Advisory Cammission on
Requlatory Barriers to Affordable Housing to address these issues. The
Commission's final report, released in Jduly 1991, revealed that numerous forms
of housing and land use regulation were making housing less affordable without
necessarily improving housing guality. n44 It outlined over 30 practical
recommendations for government at all levels, often working in conjunction with
developers, to reduce unnecessary regulation.

n44 "Not In Hy Back Yard": Removing Barriers to Affordable Housing
(Washington, D.C.: Advisory Commission on Regulatory Barriers to Affordable
Housing, July 1991). Ffor additional evidence, see articles in Land Econgmics,
Vol. 66, No. 3 (August 1990).

Lawmakers and officials also should expand residential choice among those
least able to exercise 1t: the poar. Secretary Cisneros, on the surface,
recognizes this. Yet the substance of what he and congressionhal housing
advacates support would foster greater dependency by low-income households on
taxpayer largesse and housing bureaucrats at all levels of gavernment. Rather
than pour additional funding into building, maintaining, and modernizing public
and subsidized housing projects and restricting opportunities by the private
sector to buy and manage such properties, the federal government should be
bringing such properties back to the market 3s quickly as possible. This
includes enabling low-income residents themselves to be managers and owners.
Such a strategy has turned around Washington, D.C.'s Kenilworth-Parkside, now
resident-managed and owned, and other low-income projects. HOPE gives tenants
of public and privately built, governmentheld (usually through foreclosure)
projects a chance to bypass public agencies in using federal money. n4S About
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500 organizations, representing some 45,000 people, participated in the progran
at the peginning af this year. n4é Yet under Clinton, the program s all but
terminated, with planning grants eliminated from the 1994 budget and

implementation grants almost dry. NO new funding is contemplated for fiscal
1295,

n4S Under HOPE, public agencies are eligible grantees along with tenant and
other nonprofit organizations. The public housing component of HOPE 15 Known as
"HORE 1"; the privately built, publicly held components are called "HOPE 2"
(multifamily housing) and "HOPE 3" (single-family housing).

n4é "HOPE and the "Reinvention” of Government,” The Empowerment Pioneer, Vol.

2, No. t (February 19943, p. 6. This is a publication of the Alexandria,
Virginia-based Empowerment Network Foundation.

Government at all levels, however, can take a big step in turning around
low-income urban areas by making crime control a top priority. fFear of crime
has transformed many urban neighbarhoods and housing projects {nto no-man's
lands. n47 Npthing restricts residential cholce more than crime. UWhen an area
is 3 zone of fear, rather than 3 real community, people will not want to live
there, no matter what the gquality of 1ts housing.

n47 See Wesley 6. Skogan, Disorder and Decline: Crime and the Spiral of Decay
in American Neighborhoods (Wew York: Free Press, 1990).

WHAT THE BILLS WOULD DO

The reauthorization bills now before Congress unfortunately ighore the real
state of the housing market in America. And although the measures do address
some concerns, they include provisions that would add to the problems which do
exist while overlooking actions that would tackle these problems.

HELPFUL FEATURES OF THE BILLS

The House and Senate bills do contain some beneficial provisions that would

enable HUD programs tao be operated in a more efficient manner. To their credliy,
both bills:

checkmark Modify a provision in the 1987 Housing and Community Developmeni Act
that requires public housing autharities (PHAs) to replace, on a 1-to-1 dwelling
basis, any obsolete projects they demolish. This requirement has been tying the
hands of PHAs. Authoritlies cannot raze these largely vacant properties, many of
‘them public eyesores, since they lack funds gr suitable alternative sites {o
build replacement units. The new provision grants PHAsS walivers from that
stipulation, and thus should result in the demolition of obsolete units and the
better use of existing HUD subisidies.

checkmark Brpaden HUD's Drug Elimination Program for public housing into a
larger Community Partnership Against Crime. Aside from mismanagement by housing
authorities, the number gne problem in public housing today is crime. The new
program, among other things, would dallow a PHA to obtain a record of any prior
criminal convictions of a tenant or applicant as 2 way L0 help keep projects
free of dangerous offenders.

checkmark Consplidate the several programs under the Stewart B. McKinney
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Homeless Assistance Act of 1987 into a block grant program that would give
states, localities, and nonprofit groups more say over how to use existing
funds. Because these grantees are closer to the problems of the howmeless than
is the federal government, they will be able to reach more of these peaple.

In addition, the Senate bill rejects a proposal by HUD Secretary Henry
Clsheros to allow PHAs to replace absolete projects by using spending authority
to leverage borrowing against future HUD modernization funds. If such loans
default, which is especially likely in larger, troubled authorities, taxpayers
may end up paying a large tab. Even if the lpans are paid on schedule,
political pressures ta build new projects on vacant sites ensutre a high program
cost. Congress should be more concerned with selling off existing projects than
with bullding new ones.

TROUBLING FEATURES OF THE BILLS

The House ang Senate bills, unfortunately, also contain proposals that should
not be enacted. The bills, for example, mistakenly would:

checkmark Increase loan limits on Federal Housing Administration (FHA)
single-family mortgages. Since its creatian in 1934, FHA has Been charged with
insuring mortgage lenders against the risk of default in their underwriting.
Periodically, to adjust to price rises in the housing market, Congress has
raised the limits. But H.R. 3838 goes too far, raising the basic FHA ceiling
from $ 67,500 to % 101,575 and the highcost-area ceiling from & 151,725 to §
172,475. The Senate bill, by contrast, wisely increases the basic limit only to
$ 77,500 and leaves unchanged the high-cost area cap. Clisneros, aggressively
urging passage of the House version, believes FHA will be able to create !
million new homeowners gver the lohg run. More likely, given FHA'S recent
fistory and the fact that private mortgage insurers account for most mortgage
insurance iso sued, the House version would help young households who eventually
would be able to buy anyway, and heighten an already high risk of default.

checkmark Eliminate the requirement that public housing residents who have or
acquire a job, or who undergo job training, must pay 210 percent of their
incomes toward rent. While motivated Dy a desire to transform public housing
into a more stable living environment, this measure would leave housing
authorities with less rent-derived income with which to operate. The taxpayers
would have to prop them up even more than Is now the case.

PROVISIONS THE BILLS SHOULD INCLUDE

In addition, both bills are significant for some gssential provisions they
gmit. The Bills should:

checkmark Eliminate the requirement that HUD subsidize rents of low-income
residents of foreclosed FHA-insured multifamily rental projects for at least 15
years. Gowme of these projects, especially in Texas, are eyesores. This
provision has contributed toward HUD'S slow property disposition process and
this year alone is costing taxpayers some $ 450 million in "preservation” rent
subsidies.

checkmark Fund the Homepwnership and Opportunity for People for Everywhere
program, or HOPE, to enable low-income residents to manage and ultimately to own
public housing (HOPE I } and both privately built, publicly held multifamily
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(HOPE 2), and privately built, publicly held single-family (HORE 3) projects.
This program, enacted in 1990 at the strong urging of Cisperos's predecessor at
HUD, Jack Kemp, is an inhovative anti-poverty program that bypasses local
housing bureaucracies to reach the poor. Cisneros, however, has chaseh to
cancel the program, and Congress has eliminated fiscal 1994 funding for HOPE
planning grants, a necessary precondition for rehabllitation and property
transfer. Without a vigarous reversal, the prograw appears dead.

checkmark Give HUD authority to pressure other federal agencies and state and
local agencles, to reduce excessive regulatory reguirements on land use and
housing construction. A HUD-sponsored commission three years ago concluded that
gverreqgulation has been imposing serious costs onh building and rehapllitating
housing angd that HUD could play a key role in alleviating the problem. Yet
neither Congress nor Secretary Cisneros sees a real need to follow through on
such efforts.

CONCLUSION

Despite what has become conventional wisdom, America is not reeling from 3
nationwide housing shortage. Today's mortgage interest rates alone render such
an argument specious, if not absurd. Cost barriers do exist, especially in
California and Northeast metropolitan markets; clearly, finding good, affaordable
housing in Boston or Los Angeles is more difficult than finding it in Cincinnati
or Atlanta. But even the most expensive areas have become more affordable In
the 1990s as prices and rents alike have exhibited slow rises. Super-luxury
hiomes in Southern Califarnta have stood vacant for months, even years, something
unthinkable for most of the 1980s.

Unfortunately, the temptation continues for Congress to hoost federal housing
subsidies. The Cranston-bonzalez legislation of 1990, for example, all but
lockeg the federal goverament into subsidizing permanently the rents of some
360,000 multifamily rental dwellings whose project owners are eliglible to prepay
their 40-year mortgages after 20 years. HUD's mounting inventory of
FHA~-foreclosed privately built apartment projects, some of them vacant eyesores,
is incurring needless costs of hundreds of millions of dollars annually 1in
subsidized maintenance and debt service, thanks to excessively strict resale
requirements {(although Congress last year eased these requirements somewhat).
n48

n48 See Carl Horowitz, "Angther Big Gavernment Loan Bailout?" Investor's
Business Daily, July 15, 1993; U.5. General Accounting Office, Multifamily
Housing: Information on Selected Properties OQuned by HUD, GAO/RCEB-94-163173,
April 1994.

The Clinton Administration should acknowledge that real housing problems
gxist but that they have more to do with the absence of market incentives and
the lack of work-derived income among the poor than with the supposed "neglect”
of these problems by the federal government. The Bills before Congress contaln
items of merit. Too much in them, however, meregly pours old wine into new
bottles. Even under the guise of "choice” and "investment," expanding subsidy
grograms would invite more, not fewer, problems at HUD.

Some of the information in this Issue Bulletin draws upon material in Carl
Horowitz, “"Washington's Continuing Fiction: A National Housing Shartage, ™
Heritage Foundation Backgrounder No. 783, August 22, 1990.
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Nothing written here 1s to be construed as necessarily reflecting the views
of The Heritage Foundation or as an attempt to aid or hinder the passage of any
111 before Congress.
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Critics See Unstated Motive for Restructurmg HUD

By Guy Gugliotta
Washington Post Staff Writer

The Clinton administration’s proposal to
remake the Department of Housing and Ur-
ban Development has opened a debate over
whether the plan goes too far, or not far
enough.

Some anti-poverty advocates have brand-
ed HUD's intention to phase out subsidies
for public and assisted housing as the death
knell for the low-income housing movement
and 2 thinly disguised HUD ploy to evade re-
sponsibility for decades of mismanagement.

The U.S. Conference of Mayors is worried
that its favonte program—Community De-
velopment Block Grants—may be subsumed
in larger “performance grants” that will be
less accessible to individual communities.

In Congress, Rep. Rick Lazio (R-N.Y),
chairman of a key subcommittee overseeing
HUD, has “serious concerns” about an “illu-
sory” transformation designed to placate
HUD-haters in the new GOP Congress.

HUD officials acknowledge that the plan
was put together quickly by Housing Secre-
tary Henry Cisneros and his top aides late
last year, partly in response to the GOP’s
Nov. 8 election triumph, and also to fend off
a White House proposal to eliminate the de-

. partment.

One high-ranking HUD official cautioned
that the plan was still “a work in progress,”
with details and modifications to be worked
out before it is submitted as part of the ad-
ministration’s Feb. 6 budget proposal.

But the principal elements are already in
place. The plan rolls all of HUD's programs
into three large “performance grants” in an
effort ta give state and local governments
greater freedom in using federal funds.

All public and assisted housing would lose
federal subsidies after three years, and the
money would be given to tenants as portable
“rent vouchers” that can be used in public or
private housing. Public housing authorities
would then compete on the private market
and survive on the rents they collect.

“One thing that struck us as generally pos-
itive was the idea of program consolidation,”
said Roger Sperry, who participated in a crit-
ical study of HUD prepared by the nonparti-
san National Academy of Public Administra-
tion last year. “There were far too many
detailed programs for HUD to administer.”

But the devil is in the details. The Confer-
ence of Mayors is “generally supportive” of
the plan, Executive Director Tom Cochran
said, but worried that cities will lose control
of the Community Dévelopment Block,Grant
program, which gives money directly to
communities for urban projects.

-~

“The mayors have said to Secretary Cis-
neros that if he can somehow consolidate
some of the programs at HUD, he should do
that,” Cochran said. “But the mayors are
concerned that as they create new block
grants, they won't involve the city or the
community.”

Lazio had similar concerns, noting that
surrounding the “performance grants” with
new regulations and requirements would
simply exchange one bureaucratic tangle for
another. “This is not a situation where you
are offering block grants with no strings at-
tached,” Lazio said. “They are requiring
more from state and local govemments to
qualify,” he said.

HUD responded to Lazio's critique tlns
week in a policy statement contending that
the plan “outlines a reasonable framework”
of regulations. “To allocate tens of billions of
dollars ‘without any attached strings’ would
be irresponsible,” it said.

Controversy over performance grants like-
ly will be hashed out when the plan moves to
Congress, but lines have already been drawn
in the debate over public and assisted hous-
ing, where advocates charge that the propos-

al could eliminate thousands of units of low- .

income housing, cripple local housing authori-
ties and cause the government to spend more
money serving fewer people.

E I

Ar

“The proposal is breathtakingly irresponsi-
ble,” said Michael Kane, director of the Na-
tional Alliance of HUD Tenants. “To come

up with this out of the blue is a disaster. lt
should be withdrawn.”

Kane and others say that going to a voucl;
er system for public housing would cause
large numbers of people to abandon pro;ects

in search of low-income private housing, im-
posing unreasonable burdens on local housmg
officials who will have to maintain and service
buildings relying on rents from fewer tenants.

For the urban eyesores, this policy might
be good riddance, said Richard Y. Nelson Jr.,
executive director of the National Associa-
tion of Housing and Redevelopment Officials.
“But what about marginal developments -
which, if the authonties had 2 small amount
of subsidy, could be modernized and well
managed?”

-Furthermore, advocates say, vouchers
cost more per family than subsidized houss
ing, making it likely that fewer people would
be served under the new HUD plan, and
making it all but impossible to expand the
system in the future.

“The HUD plan isn’t something that
solves the problems of our industry,” said
Robert Armstrong, Housing and Redevelop:

ment Officials president. “It solves HUD$
problems.” o
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Washmngton Post Staff Writer

< Senate Majority Leader Robert J.
“Dole (R-Kan.) took the first formal
Steps yesterday toward another run
“for the White House by establishing
‘a presidential exploratory commit-
tee and promising a decision this
.-8pring.
2> “I believe we must rein in govern-
“ment at home and reassert Ameri-
~can leadership abroad,” Dole said in
-a statement issued by the commit-
tee. “1 haven't yet officially thrown
Zmy hat in the ring, but you could say
this is the first step. | will formally
.announce my decision in late March
+or early April.”
. If that decision is positive, as
-many Republicans believe, Dole
:would become the front-runner in
‘the race for the 1996 GOP nomina-
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1 Meeting time unavailable.
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HOUSE
Meets at 10a.m. )
Committees:
Ways & Means—9:30 a.m. Human
{  resources subc. Business meeting to
organize for 104th Congress. 1100
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Ways & Means—10 a.m. Human
_ - resources subc. The Personal
. Responsibility Act: costs of wetfare, role
~- " of entitiements & block grants. 1100 ~
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tion that is rapidly taking shape. He
has topped the field in early -polls
testing Republican sentiment and in
a recent Washington Post-ABC
News Poll his approval rating was 62
percent, far higher than President
Clinton's.

The Kansas Republican unsuc-
cessfully sought the nomination in
1980 and 1988 and was the party’s
vice presidential nominee in 1976.

Determined to avoid the mistakes
of his past campaigns, Dole has been
building a presidential organization
for months, recruiting operatives
from around the country and in
Washington.

He also has forcefully challenged
Clinton, beginning in the spring of
1993 when he blocked the adminis-
tration’s economic stimulus bill and
more recently on a series of foreign
policy issues, particularly adminis- -
tration policy on Bosnia and Russia.

Dole named Jo-Anne Coe, who has
been serving as director of his politi-
cal action committee, Campaign
America, as executive director of his
exploratory committee, with Mark
Miller as her deputy. Robert E.
Lighthizer was named treasurer.
Coe said other top campaign officials
would be selected relatively soon.

Dole’s committee was announced
the same day that Jack Kemp, the
former housing and urban develop-
ment secretary, met over dinner
with some of his longtime political
friends to discuss whether to be-
come a candidate later this year.

Kemp, who often .jousted with
Dole over the direction of the GOP
in the 1980s, has been described by

Doelor alyExplori g 1996 Terraia

Wajority Leader Forms Committee for Possible White House Race

friends as conflicted about whether
to make another run for the White
House and many of his supporters
have expressed frustration about the
pace of his organizing efforts.

Three other Republicans are mov-
ing toward formal announcements.
Sen. Phil Gramm (Tex.) plans to an-
nournce his candidacy on Feb. 24.

- Former Tennessee governor Lamar

Alexander will announce his candida-
cy by early March. Former vice
president Dan Quayle is expected to
make his announcement in the
spring.

Sen. Arlen Specter (Pa.) has
formed an exploratory committee
and other Republicans, including
several governors, are considering
candidacies.

Dole had a particularly bitter ex-
perience in the 1988 campaign. Af-

. ter winning the lowa caucuses, he

appeared to be on his way to winning
the New Hampshire primary until
Vice President George Bush at-
tacked him for refusing to rule out
raising taxes.

He is still viewed as insufficiently
ideological by some conservative
Republicans, and he and Gramm are
clear rivals within the Senate. Yes-
terday Gramm offered mostly bou-
quets toward the Kansan.

“I love and admire Bob Dole, and I
know that he will be a formidable
contender,” Gramm said in a state-
ment. But Gramm said all Republi-
can candidates will have to prove
they are capable of completing the
revolution “that started in the 1994
elections.”

C;uﬂPe_r}Ints Release

Of Wolves in Rockies

By Tom Kenworthy
Washington Post Staff Writer

SALMON, Idaho, Jan. 12—Gov-
ernment biologists today transport-
ed 12 wolves into Yellowstone Na-
tiona} Park and toward a staging
area in western Montana as last-
minute legal wrangling delayed the
launch of a program to reintroduce
the endangered species into the
northern Rockies.

«An emergency order issued
Wednesday night by a federal appeals
court prevented today’s planned re-
lease of four of the wolves into the
2.4 million-acre Frank Church River
of No Retun Wilderness in Idaho.
The order, in a suit brought by the
Farm Bureau Federation on behalf of
ranchers fearful of predation by
wolves on their livestock, also delayed
plans to release the eight others into
large pens in Yellowstone National
Park’s Lamar Valley. They are to be
held there for about six weeks before
being set free. '

Late today, however, the appeals
court vacated the order, meaning the
wolves could be released into the wild
in Idaho as early as Friday.

The Yellowstone wolves, accompa-
nied by senior Interior Department
officials, had been trucked into the na-
tion’s oldest national park and held in
their traveling crates.

Mollie Beattie, director of the Fish
and Wildlife Service, hailing the arriv-
al of the animals in Yellowstone, said,
“It’s going to be wolf heaven if we can
just get them out of purgatory,” the
Associated Press reported.

The Wednesday decision by the
10th Circuit Court of Appeals in Den-
ver was only the latest snarl in a 20-
year battle over government plans to
repopulate two areas of the northern
Rocky Mountains with gray wolves

. from Canada. Sixty years after the

government exterminated the wolf
from the West, the Fish and ‘Wildlife
Service’s reintroduction program will
atternpt over the next several years to
establish two populations of about 100
wolves each in Yellowstone and cen-
tral Idaho.

In its Wednesday decision, the
court said it needed 48 hours to study
arguments of wolf opponents who
sued to halt the program. Last month,
a U.S. District Court judge refused a
request by the Farm Bureau for an
emergency order blocking the reintro-
duction.

The wolf reintroduction program is
being conducted under a section of the
Endangered Species Act that allows
for “experimental” populations that
can be carefully managed. Wolves that
prey on livestock can be moved or
killed by wildlife managers, and even
shot by ranchers if their livestock is
being attacked.

The court-ordered delay had
snarled the Fish and Wildlife Service’s
carefully laid plans for transporting
the wolves by air from Alberta, Cana-
da, where they were captured. The
wolves spent Wednesday night in
Great Falls, Mont., before resuming
their journey early today. Though
Fish and Wildlife Service biologists
say the wolves are in good condition,
they were concemed about keeping

Yellowstone National Park.

RETURN OF THE WOLF

nder an Interior Department plan, wolves'will be released in Idaho
to restore the natural balance between these predators and growing
populations of elk and other prey. Additional wolves will be released in
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them penned up in their metal travel-
ing crates longer than 48 hours. Each
crate measures 2 feet by 3 feet by 4
feet. Veterinarians are accompanying
both groups of wolves—eight mem-
bers of two family groups bound for
Yellowstone and two unrelated adults
and two subadults headed for Idaho.

Uncertain which release technique
is better for a predator that once
roamed widely on the North American
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continent, government biologists plan
to try two approaches for the 15

wolves per year that will be released -
in each area. Unrelated wolves will be

immediately let go into the Idaho wil-

demness area, while family groups will

be held for a period of weeks in Yel-

lowstone in one-acre fenced areas be-

fore being set free. All the animals. will

be fitted with radio collars and inten-

sively monitored.




