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TO: (See Below)
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Domestic Policy Council

SUBJECT: Performance Agreements
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BRUCE REED /STAN HERR
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: MIKE SCHMIDT

DONSIA STRONG
BRIAN BURKE
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FROM: Paul Weinstein

SUBJECT: National Performance Review (NPR) Performance Agreements

\

I talked with Carolyn Lukensmeyer of NPR today about the timetable for
the NPR-performarnce agreements. Carolyn is coordinating the process for NPR.
The timetable still calls for the signing of these agreements by November.
Presently, we have three agreements pending, HUD, Interior, and GSA. Brian,
Don51a and Mike are tgg;ggmxhewlead“on respondlng to the Interior agreement, I
unless there are any /~other. pakers. The agreements we can expect in the next
week or so should be from Labor, Agriculture, and Justice.

I would like to suggest the following process if this makes sense to
everyone. I will get copies of the draft agreements from the agencies and will
distribute. Since many of us handle the same agencies, we will need to
coordinate responses into one memo. The memo should go to the Chief of Staff
from the agency drafting, and to NPR. We should have one week to draft
comments. Therefore, the HUD, Interior, and GSA agreements should be commented
on and sent off by COB Monday. Carol would also like it if we could coordinate
any comments that require a joint response with the NEC. I am happy to help coo
rdinate that
process with Peter Yu of the NEC. It would be great if everyone could give me a

copy of the memo so I can provide Carol with a set and keep another file of all
of them over here for reference .
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'Section Three: Declarations of Objectiv h r Fro Pg;}eﬂﬁ/
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Objectives are declared by fme, jHenry G. Cisneros, as Secretary, on behalf of the tht/

Department: N U P(w»—/
-~ ’

[ Objective: Help more homeless persons and families p&ogggss-fo permanent

housing through local HUD-assisted comprehensive homeless

systems.

\ o " AU ‘/
To accomplish this b@i‘n as guided by these Principles, the following 4 eA/-.A U(

*K

Objective:  Significantly reduce the number of severely distressed public housing
units through redevelopment and/or replacement of units with a
combination of low-density, small-scale, carefully designed
developments and housing choices throughout communities. This
will be complemented by an effort to increase the availability of
housing vouchers and certificates, thereby enabling residents to act
upon a greater range of choices.

Objective:  Reform the Federal Housing Administration so that it once again
becomes a positive force for developing affordable housing: o
reestablish FHA’s role as a principal means by which HUD
significantly increases homeownership opportunities for low and
moderate-income American families; and reassert FHA's role as the
principal advocate in government for aggregate private housing
production.

Objective:  Substantially reduce racial barriers to residential mobility and
enhancement of the ability of minorities to choose where they live,
through a combination of vigorous enforcement of Federal fair
housing laws and creative metropolitan-wide housing and community
development strategies. The goal is to reduce the spatial separation
by race and income that characterize American urban areas.

Objective: Empower communities by working in partnership with State and local
governments, community-based organizations, and the private sectof, w pe
to create jobs and appreciably improve the quality of urban life. hd

Objective:  Eliminate management deficiencies by developing a performance
oriented planning process that anchors resources management and a
systems integration strategy. The goal is to eradicate significant
numbers of duplicative, inefficient and wasteful management

practices. _ )
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ject os BSI 2L
Objective: Help more homeless persons and families permanent
housing through local HUD-assisted comprehensive homeless systems.

Priority:
Docs It ° Structure Federal homgless ! assistance to gnsure appropriate bovin
2 Dne docsp T, and, servic i 48 ro-getiveredto homeless individuals
ollver heoo and families through a new =continuum-of-care” approach. "Th‘i,s%

ol¢l lvery approach recognizes that homelessnessm the most

~ extreme breakdown of our housing and social services system.

- ¥£4¥| Many homeless persons face multiple barriers to independent
including mental iliness; lack of hwslq s and job [)

etc. The continuum-of-care concept rings hd(vidm
, ) 'L7 Jw meless into a system, assesses needs and provides-these then~—
f }—J }'Z)fw", Z< porsons-with a full range of services,%au%! needed,to regain
mo J — . g i 4 CLk
© n'TA'I e P’ AT independent living and help&nsure transition into permanent / /4, ;.4
Y, 5'7,,\/1 housing at whatever point the person is ready. o odi 12 )
k’/..‘.g.k-(l”ﬂw gﬂ n/-
) |- As chairman of the interagency Council on the Homeless (ICH), 1+ —

the Secretary will work with Health and Human Services, 1he W
Veterans' Administration, the Department of Labor,mg%;r a,;,,,./,;‘l
agencies serving the homeless to move Federal assistance "PEL‘ o b e
toward the continuum-of-care approach. The system would be ‘A
developed and implemented through the cooperation of State and My

’ local government agencies, nonprofit provider organizations,
A ‘ Z\'Jﬂl Hfoundations, private businesses, ard homeless persons. el W
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(“Mb r;.O;E]ective: Significantly reduce the number of severely distressed public housing

IN /,'/ AJ/ units through redevelopment and/or replacement of units with a

O\fﬁ’ 7 combination of low-density, small-scale, carefully designed

”Y‘ ﬁ/l}‘ l/ developments and housing choices throughout communities. This will

(}{};) Lm ' 0/ be complemented by an effort to increase the availability of housing
gwhb vouchers and certificates, thereby enabling residents to act upon 3

f(‘&/ VS greater range of choices. -
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jovl/h‘-"":" Priorities:

ny
d ¥ l vvf 4 VO) Ve Increase the quality of public housing units available to meet the
v ,/"‘4 housing needs of lower income families and achieve earlier
T‘A’/ construction completions.
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— .. .. EXECUTIVE OFFICE OF THE PRESIDENT T LRMNO:77 10 -
NI ~©© OFFICE OF MANAGEMENT AND BUDGET P
U - ..0 . ‘Washington, D.C. 205030001 . - (FILENO:82 =3 (|
s S L Anses : |
Wi © LEGISLATIVE REFERRAL MEMORANDUM " Total Page(s): ____

NG TO: Legislative Liaison Officer -'See Distribution below:
‘ 'FROM: ‘Janet FORSGREN - c (for)%ﬁ :tmw

Assistant Director for Legnslauve Reference

OMB CONTACT:  Anna BRIATICO = 395-7887

: Leglslative Assistant's line (for snmple responses) 395—_7362

SUBJECT:  HOUSING AND URBAN DEVELOPMENT Pmposed Testimony on_Agency Management

°

DEADLINE 3 p m. Wednesday, January 18 1995

- In accordance with OMB Circular A-19, OMB requests the views.of your agency onthe above subject before
.'adwsmg on |ts relationship to the program of the Presndent

: Please advuse us if this item will affect dlrect spendmg or receipts for purposes of the
"Pay-As-You-Go" provnsmns of Title XIII of the Omnibus Budget Reconciliation Act of 1990.

COMMENTS: Secretary Cisneros proposed testimony for the VA , HUD and Independent
B Agencies Subcommittee of the Senate Appropnatlons Committee Hearing
* TOMORROW.,__[f we do not hear from you by 3 p.m., we will assume that you ,
' have no comments . -\

AISD aﬁachcd s a Copy O-( %c repor+ enhiled

f." “A Place to Live 1s +he Place + Sart! whnch
f is re'@rc‘nced m tHe —}gg‘hmonq-
B ‘

DISTRIBUTION: - : ' v ce

-429-National Economlc Council - SOnyla Matthews - (202) 456—2174 f{n 2,3[ _ Chris Edley fm.)él(a
228-TREASURY Rlchard S. CalTo -(202) 622-1146 . "+ KenRyder.
_ ) o : Steve Redbumn
- - Joe Lackey
KimBurke . _ . . .

o . - c : . {_Paul Weinstein &mn &11 '\
SEAES S B o Paul Carey P (07/EW
b L L g ' : ' David Levine £ny 330 _
' . Kumiki Gibson' Pm 268 -
Jim Murr . ,
Chuck Konigsberg 2aw 243
Jim Jordan -
- , : : A , _ ' , Joseph Firschein
S . R ‘ S e - Ted Wartell
' : : S o : Ed Chase
Duane Jenkins
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» *  RESPONSETO -~ - ' . LRMNO:77.
" LEGISLATIVE REFERRAL MEMORANDUM. ~ FILE NO: 82

_ if your response to this request for views is simple (e g ooncur/no comment) we prefer that you respond by e-mall or
-by faxmg us thls response sheet . _

If the response is slmple and you prefer to call, please call the branch-wrde Ime shown below (NOT the analyst's llne)
“to Ieave a message with a Ieglslatlve assistant. . :

You may also respond by:

(1) callmg the analyst/attomey's direct line (you will be connected to voice marl if the analyst does not answer) or
(2) sending us a memo or letter. : L .

!

'Please lnclude the LRM number shown above end the sub]ect shown below

- To:. Anna BRIATICO 395—7887 o
: - Office of Management and Budget
- Fax Number: 395-6148 . )
Branch-Wlde Line (to reach Iegislatnve assistant) 395—7362

FROM: ,. . N ' ".: . S . . . (Date) ll
| L (Name) - |
(Agency). o - i

: (T elephone)

' SUBJECT HOUSING AND URBAN DEVELOPMENT Proposed Testrmony on Agency Management

The followlng is the response of our agency to your request for views on the above-captloned subject
- Agency Management _ .‘
~ Concur
o

—No .Objectron .

- No Comment

See proposed edits on pages

", .____ -Other

_ F_AX RETURN of ____ pages, attached to this response.sheet '

|
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‘,‘January 17, 1995 o .iﬂ;;;' ,e"ii 'f:.y"

nrettltostinony for secretery nonry e. cisneroo

A Hr. Chairman and members of tne COmmlttee, I would 1ike to
~thank -you -for thiis opportunity to appear before you. today. I
‘congratulate you, Senator Bond, on assuming the Chair of this -

. . important Suhcommittee, and I thank you, Senator Mikulski and.

.. . . . other Senators returning to the Subcommittee for your assistance -

: . and your fairness. I look forward to working with you and the:
' _new nembere of}the Subconnittee in tnie congress. . . :

P Mr. Chairman, I ‘welcome this series or. nearings on tne _

- . Department of Housing. and Urban Davelopment. They come at a .

. eritical time and opportune moment in HUD’s history =-- .& moment

. when a confluence of events is driving what promisas to be the

R nost far-reaohing reform of fedaral housing and urban p011cy in

a7 © 60 years. i . . . _ \

I o . .

A _'-'-- A number of factors have converged to compel a top-to-bottom

' review and restructuring of HUD. _ ,

. L
PO L s

_ " Pirst,. I believe there is growing consensus .- among
conservative and liberals alike -- that federal programs must
devolve maximnm flexibility to decisionmakers at the state,.local
_and neighborhood levels. From this perspective, 'HUD ‘programs '
.3-:till remain too prescriptive, too federally driven, too
; nf]ex:ble. ' _ . .

e b e s b @« =

L Second II believe there is a growing consensus that federal
-_progrems should give low and moderate-income families, to the
greatest extent practicable, maximum choice to make decisions
about their ‘lives. Many HUD programs are also found wanting on

- .- . - this score; by providing resources to projects, thay. simply do
5 LN not give residents the power to decide where to live.

R -
o i ———— e
-

3 Third, innovations in capital narkets have revolutionized
 the finanoing of affordable housing and mandate a change in the

A ‘way the Federal Housing Administration operates and relates to
. .. the privete sector.

AT Pinelly, Mr. cheirman, the budget inporative ~-- the nead to.
i .. control federal spending to reduce the deficit and free federal
. resources for middle-class tax relief -— dictates that wo muct
© £ind ways of serving HUD's mission at lower cost..'*
, .

, Theee converging factore have forced the issue about how ‘HUD .
should operate, and frankly, whiether HUD should exist at all.
c1early, ‘the’ second question demands an answer first.'

. ME.. Cheirman ‘and menbere of the COmmittee, I am absolutely
: convinced -- not only as HUD secretary, .but as a former mayor and
. longtime student of urban issues -- that people and communities
- tnrougnout tha country still neea HUD today. HUD undertakes

% SPS R
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~coneolidetion, end whieh I will nake available to the committee

,vitel tesks which no other tederel department ussumes -- T :
strengthening the economies of cities and smaller communities, K
~ forging ‘a cohesive, national housing policy; and meeting the
- housing needs of the most vulnerable among us, including the

homeleee, people vitn dleebilitiee and tne trail elderly.

- The dismantling ‘of HUD would risk federal abandonment ot
these important national concerns and would, in my strong
opinion, be a tragio mietake. ' R _ .

We still need HUD, Hr. Chairman D today, more. than ever.

proposed dramatic,. sweeping changes in the way the department is

. .structured and the way it ogeretes. I would like to take a few
_momente of the CONnittee'e

ime to outline these changee.

- our propoeed reetructurinq of HUD -- our reinventlon

-'blueprint - has three basic components: consolidation of all of
HUD's. existing programs into three performance-based funds; a
_complete transformation of gublic housing; and the transformation

of FHA into an entrepreneur al, qovernment-owned corporation.

with reqard to progran eoneolidation, our proposals have'-'
drawn heavily on this Appropriation Subcommittee’s own FY 1994

report, which for the first time identified the problem of .
proliferating programs at HUD. We’ve also drawn on the National

Acadeny of Public Administration’s (NAPA) report which

" eorroborated the need to reduce and better fomis our programs.

And finall¥ we’ve relied on an internal HUD Inspector General’s
ch identified a series of options for program

-ﬁ..'

We propose, by fieoal year 1998, to eoneolidete 60 major HUD

3 programa into the following 3 performance based funds.u_;”

. !eueing certitieetes for Panilies end Individuale, to .
provide direct assistance to low-income households for affordable

“rental housing and for homeownership. All current public housing, .
- assisted housing, and Section 8 rental assistance programs would

be ‘combined into this fund, which would be adminietered by 1oca1

.[“"d stete governments.

' The Affordable !ouelnq tund, te support development and

 rehabilitation of affordable housing. All current HUD grant

programs for production.and preservation of housing for low- and
moderate~-income households would be rolled into this fund, which

: would also be adninistered by localities and states.

 The community Opportunity Pund, to stimulate community

previtalization. ‘All current HUD grant programs for community
_eeonomie development - inoluding 00mmunity Development Block..

s/

\ - "2 . . - . . N .
. . a 4 ! .
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'~_:But've need a radically different HUD. And that is why we have e
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. grants and Economic Development Initlative grants == would be

. consolidated into this fund. Again, localities and states would

' have broad flexibility to use resources from this fund to . :
stimulate business growth and expand job opportunities in.
distressed communities. . . - C

PR l-l - . . . . )
. AT a Ll e

3 ~ All these funds will be pertormance-based. In other words,
., success or failure will have real consequences. for fund .
- recipients. Localities and states who do well -- who help pecple
£ind housing, who produce more affordable housing and more
' business growth and job opportunity --.will be rewarded with
bonuses and increased flexibility. Poor performers would not
. receive extra funds. In extreme cases, their funding could be .
" reduced and reallocated to other recipients. As much as we can,
© we want to bujld real-world market incentives into these funds. . °

.. Our proposal to date has focused on the consolidation of
those 60 HUD programs we consider to be critical to our mission.
. with separate appropriations. Your Subcommittee, NAPA and our IG
-~ have identified another xx minor HUD activities -~ set-asides,
technical assistance funds, eligible activities, other authorized
' but unfunded programs and so forth. I want to assure you today
" that under our proposed consolidation, all these activities --
" all of them -- will either be consolidated intc the 3 new funds
or terminated., . - =~ : L '

Mr. Chairman, market incentives also inform our proposal to

tranaform public housing. When program consolidation is completed .

~ in 1998, there will no longer be any direct federal subsidies to
‘public housing authorities. Instead of subsidizing housing units

- and housing bureaucracies, we will, to the maximum extent I
practicable, provide direct assistance to people, through the .

~ locally administered Housing Certificates fund. Residents will
have complete. freedom to choose where they live. If they don’t
like the housing offered by housing authorities, they will be
able to move. Housing authorities will have to compete for their
businesa. Well-managed authorities will survive; poorly run "

authorities will have to shape up or go. under.

. That is the endgame of public housing transformation, Mr.
Chairman. There will be a transition period. - In FY 1996 and FY
1997, we are proposing to consolidate all existing public housing
programs into two accounts for capital expenditures and operating -
subsidies. There are more than 3,000 public housing authorities
. that are performing well now, and they would be deregulated and
- 'given much more flexibility to use these funds as needed. We =
.. would form partnerships with localities and states to improve the
operations of more than 100 ‘housing authorities, to give them a \
. .. chance to compete in the new, market-oriented environment they -
will face in 1998. We would also accelerate the demolition -of
the worst public housing developments and the rehabilitation of

/

. housing that is viable. |
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. HUD’s programs:and responsibilities.
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'!inaiij, ur._Chalfmah; we are ﬁﬁopoalng Lo completelyﬁrQCast\

. FHA. We want to transform it from a slow-moving government ,
' ‘bureaucracy into a streamlineaq, market-driven, government-ownexi -
. .corporation. The new FHA would use federal credit enhancement --
- -in partnership with localities and states, nonprofit agencies and
-private industry -- to expand homeownership opportunities and to
. | support development of affordable rental housing. As part of . .
...-this transformation, we would consolidate xx separate insurance
‘authorities into just two: one for single-family, and one for
‘multifamily insurance. - . . .- L .

. Since we first anhoﬁnced”éuf'plﬁn to cbnsoiidqte'HUD'é many - -
programs into three funds last month, there have been mpni_ L
questions raised about what this would mean for the priorities we

set for the Department two yearé'ago: expanding homeownership and . .
_affordable rental housing opportun

ty; reducing homelessness;
transforming public housing; opening housing markets; and making.
our cities stronger and revitalizing distressed communities. Mr.

Chairman, as the changes we are proposing for public housing
illustrate, these priorities have gained new primacy in this:

reinvention plan.

.~ " We have prepared a report, A Place to Live is the Place to -
Start, which spells out in detail how we have pursued these

priorities during the past two years, and how they will be .
pursued by HUD |-~ in partnership with localitias and states -- -
under consolidatijon. I will leave a draft copy of this report

with the committee today.

¥r. Chairman, two additional quéstionn,haﬁe been raised

_.about HUD’s reinvention plan since its release -- what is its

impact on the budget and how does it relate to HUD'slmanagemenf
deficiencies. - S o R

"'As I said before, one of the factors driving HUD’s - -

jg reinvention is the imperative to reduce the defiocit and’prbvido"
' tax relief for middle~class working families. We have taken this

imperative seriously throughout the FY 199G budget process and
have attempted to find innovative ways of reducing the cost of -

‘ The_reinventioﬁﬂbluebrint presents a_profduhd chungelin\the
logic of federal housing policy and will generate significant

' budget savings over the next five years. :

' Tne'consoiidation of HUD programs into 3 performance based

. funds and the move towards an FHA corporation will obviate the -

need for the current numbers of HUD start and tield offices.
What HUD staff do, how they do it and where they do it will be

inexorably altéxed.by this ambitious restructuring.

o f.Tnus,\as'the President announced last month, more than $800

4
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_ ‘mi11ion in adhihistr&tlve5expéﬁs§;}éiéhé Qillrﬁefédvedlcyét the -
. next five yearq,_ e R

-Thé'réinveﬁtionfblueprint';iéo'éntaila a marked shift away

. .trom HUD’s traditional philosophy of preserving an ever expanding

" inventory of -affordable housing and towards policies that empower

‘low income families (particularly working families) and '

n-ﬁv;diﬁcipline~ownars*and managers of affordable housing through the

’.most sepse:-a

power of the market., HUD’'s budget in the future will be driven

less by the needs of a given project and more by what makes the
for families, for neighborhoods, for taxpayers..

. ‘Key HUD. policies -- on preservation of the older insured .

stock, one-for-one replacement of public housing, rentlevels in

' the older assisted inventory, admission rules in public and

. _over five years..

,v JaBsiSﬁed'honﬂian--“will therefore, be altered to reflect this =~
" fundamental change in phil o
rescissions and reductions,'ﬂun-savings will climb to xx billion.

osophy. - When combined with progran

" This is obviously not'the'tiné'fdrlé full budgef diScussién.

_our FY 1996 budget will be released on February 6th; I will be
‘more than pleased to return at that time and give a full '

"-explgcation of our decisions. - '

.-Mr.”Chairﬁan;-Ilknov I will bé followed today-ﬁy HUD's

'uiznspector-ceneral'and witnesses from GAO.and NAPA, and I

understand that much of the discussion will focus on management .
issues., Mr. Chairman, we take those issues and the concerns
raised by the 1G, CAO and NAPA vary seriously, and our .

.consolidation and reinvention proposals further our effqrts“to

- remedy the Department’s serious management deficiencies. =

I believe .we are making ateady progrese towards areating a -

'nev management culture at HUD -- particularly given the magnitude.

of the problems we inherited, the breadth of the reforms wa ara

- undertaking and the tight fiscal environment in which ve operate.
i ' Geveral accomplishments are particularly noteworthy. o

7HU§’- nﬁltifdmily.diépdstt;on'oriaig A- f£ont:§age news a-

' year and a half ago -- is now under control. -As you will recall,

multifamily properties owneéd by the Department had ballooned to -
170 by the end of 1992. The system was near collapse -- with

properties coming in to the inventory faster than IIUD could sell !

them. With the aid of statutory relief and greater resources,
that inventcry has now been reduced by one third, and properties
are being removed from the inventory every other day. That is
good for HUD and, more importantly, good for the residents of
these properties, the neighborhoods in which they are located and. .
the American taxpayer. : o . .

'_"IThe elimination of.HUD'B':egionai rgﬁiew'runcticn is now.
L _ o : s - ;
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“authority, enhanced communication and reduced layers of review
-and approval to }nprovg.cqstqmar_sgrvi¢q._ ' .‘ L

'z'anefdowhiizinglotnnﬁofa'staff is also being managed in a

prudent, responsible way. HUD's FTE levels have declined from .

13,500 to 11,900 as a result of caps imposed by the o .
Administration and additional budget cuts made by the Congress.
 HC1§arIy; &"haVe a i&hg wﬁy'tb Qd}jpa:ﬁicularly with :espeétf

1

' " to the systemic weaknesses in the areas of management coatrol
' . environment, resource management, and data systems. Correction
'of these deficiencies is essential if HUD is to serve the needs

of America’s families and compunities.etfgctiyely and

HUD also.fdespite.odf best efforts, continues to suffer trom

f a éuiture of micromanagement. That is why I recently directed - .

our General Counsel to undertake an exped ted review of HUD’s -
regulations -- focusing on finding alternatives to regulations,

- restraining HUD from rulemaking where unnecessary and, where

rules are appropriate, emphasizing guidance ‘that decontrol Tocal -
actors. S ST S ,

' But Mr. Chairman, as serious as HUD's panagement problems

" remain, it is jmportant to view them in the context of the recent

past, and to understand how much HUD has already changed for the -

‘better. .Ten years ago, HUD was literally for sale. Well
- connected developers and lobbyists were able to subvert

competitive processas for their pereonal gain. That era of
disgrace has hopefully ended and will be virtually impossible in
a reinvented HUD vhere funding decisions are made at the local

' and -state level. B

. . - Mr. Chairman and members of the committee, we have made
substantial progreee in reforming HUD/s management under the
current program structure. I believe our actions to date have
demonstrated our ability to take thie agency through a difficult
yet critical transition. It is my hope that we have earned your
trust to complete the course. - : o _— ‘
SN . . 5y - L. .

. Once again, I.thank you very much for the chance to spoak
here today, and I would be happy to answer any questions you may

- have. - B

1
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This is a statement of pr1nc1ples Wthh w1ll be followed by
specific, implementing legislative proposals in February. The

purpose of this report is to explain HUD’s priorities and how
they willibe.affeqted by the Department’s transformation.
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| DRAFT PRESIDENTIAL MESSAGE '
\ : \ . '

The American peoplé want and deserve a federal government
that works for them, helping them improve their own lives. But
- with the prollferatlon of programs, complex regulations and
cumbersome bureaucratic procedures, the government has too often
stymied local innovation and constrained local communities’
ablllty to solve their own problems -

. Today, communities across our nation still need federal help
to ensure that all Americans can find decent, affordable housing
in safe, clean’ nelghborhoods Communities throughoyt America
still need federal resources -- which they can match with their

- own public and’ prlvate resources -- to spur business development

" and job growth, and to help everyone who is willing to.work find
jobs in our rapldly changlng economy.. The Department of Housing
and Urban Development is uniquely suited to prov1de this
assistance. HUD is the only federal agency that is entirely
focused on the housing and economic development needs of our
,large and small urban communltles, and particularly on the needs
of the very poor,‘and low-income worklng families.
. | :

But for HUD to serve our communities  the way the American
people expect it to, it must change. Secretary Henry Cisneros has
accepted this challenge and is transforming HUD into a reéal
- working partner with people and communities. He is changing- the

'wdy HUD works with the private sector and all levels of
government, cutting red tape, reducing costs and maklng the
Department truly responsive to local communities’ real needs.

. ' Together, Secretary Cisneros and I have made a commitment to’
revolutionary change at HUD, and this document describes our
vision of a new, entrepreneurial Department. But it is more than
a vision statement; it is a plan for action, setting out the -
definitive steps that. will transform HUD into.a strong and-vital
partner of Amerlca s communltles. : .



Draft Secretarz's message
Pre81dent Cllnton has proposed dramatlc changes which will
_radlcally alter the way the Department of Housing and. Urban |
Development serves America’s communities. I believe strongly that
these changes will result in an agency that is fully responsive
. to, local needs and supportive of local efforts to help people
1mprove thelr own 11ves

‘ :
This report, "A Place to Live is the Place to Start: A

Statement ofIPrinc1p1es for Changlng HUD to meet America’s

Housing Priorities, " is intended to answer three questions:

: ® How is ‘the Department of Housxng and Urban Development
' changing to meet the needs of America“’ s commun1t1es°-

® What will'these changes mean for the priorities which the
Administration has already set for HUD? B
p ® How will HUD conduct its ongoing business as it transforms
- itself into a leaner organlzatlon whose job is to lead rather
" than prescr1be° " '

HUD has a. v1tal mission to perform making America’s
communities better places to live by supporting local efforts to
expand affordable housing, homeownership and job opportunities.
HUD was established 30 years ‘ago because Congress recognized that
. many communities needed federal help. Congress decided then to
consolidate federal housing and urban development efforts in one
- department to sharpen their focus, maximize their.impact and
strengthen the creative, cooperative relationships between the
federal and state and local governments that are v1tal to real -
change in local communltles

In the intervening decades, mllllons of Amerlcans have
benefited from HUD programs

° The Federal Housing Administration, which HUD runs, has

insured new mortgages and reflnanced loans for. more
than 17 mllllon homeowners.l

L 3 Approx1mately 7 3 mllllon people have lived in publlc
housing supported by HUD subsidies.

e Nearly 12 5 mllllon households -- 1nclud1ng mllllons of
senior c1tlzens and people with disabilities -- have
lived in, prlvately owned, federally assisted
multlfam;ly rental housing developments.

° About 6. S million’ households have\used Section 8
certificates and vouchers to obtain affordable rental
housing on the open- market HUD provided financial
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assistance to rehabilitate 1.6 million owner-occupied

" homes and 750,000 apartments for low- and'moderate—

income Amerlcans

More than 70,000 units of hous1ng for Native Amerlcans
have been bu11t and another 10,000 units are. 1n
development

1

Today, there are those who call for the dismantling of HUD.
But that would be a tragic mistake. There are things that no
other federal department does which would be lost if HUD. were
dismantled and it$ various functions spun off to other agencies.
Furthermore, the effectlveness of federal efforts to strengthen
our communities 1s enhanced when they are combined. Today,. HUD
'strengthens communltles by :

‘Helplng Amerlcans bulld communities of opportunity by

pruviding federal resources in ‘a way that &ncourages
the further leveraging of private resources and
engagement of business and nonprofit organlzatlons in

-local 1n1t1at1ves for change,

Making ‘dffordable hou51ng serve as a starting: p01nt for7
families striving toward stability and self-
sufficiency, encouraglng and rewarding work and

.educatlon and promotlng secure environments for

famllles,

Helplngxmeet the hou51ng needs of our nation’s poorest
and most vulnerable people, such as the homeless, frail
elderly and the disabled; C

. | 4 . . . /
Advocating for the housing sector, an industry that is
vital to the nation’s economy and financial health, and-
helping the private housing market meet the needs of:
more Amerlcans for affordable homeownershlp and rental
hou31ng, :

Assertldg and strengthenlng the role of cities and
greater metropolitan areas in the national economy and
in the furtherance of national ideals, such as racial
1ntegratlon and full economic opportunity for all

Americans; and 4

[ _ : : N :
Protedting Americans’ rights to fair housing and equal
opportunity, as guaranteed by law and the Constltutlon

|

| When all these goals are pursued by a single agency like :
~ HUD, with its unique perspective and mission, the whole 11terally ’
- becomes greater than the sum of its parts :

As’ cr1t1cal as HUD's mission is, and as great as the need
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for HUD's unique perspective remalns, the Department does not
'deserve to stay in business.unless it changes the way it "does
. business. When I came to HUD two years ago, .I found an
organization almost incapable of doing its job because it was ‘
more interested in bureaucratic process than results, slavishly
loyal to non-performing programs, and distrustful of creative
-initiatives by local community leaders. Clearly, HUD could not
continue doing business "as usual."

With President Clinton‘s strong support, and with the
. 'support of  thousands of dedicated HUD employees and in
collaboration with .union partners, the Administration has been
worklng hard since 1993 to turn HUD around. We have made
significant progress: We have streamlined programs, done a better
job of getting resources to communities and reduced our overhead,
‘cutting HUD'’s workforce 11 percent -- from 13,500 to 12,000
employees in two years Step by step, we have been. transformlng
HUD into a customer-oriented, performance-driven organlzatlon
that is more respon51ve to- local needs. .

Our ong01ng efforts to change HUD have been driven by key
priorities which we identified early on as central to theé
Department’s mission: reducing homelessness; changing public.
housing; expanding homeownership; expandlng the stock of
.affordable rental. hou51ng, preserving the stock of HUD- assisted
" rental housing; opening housing markets; supporting communlty-
based, nonprofit development efforts; and revitalizing the cores
.of our nation’s large cities. Thesé priorities will gain new
primacy under President -Clinton’s proposals, which represent the
bold endgame of airelnventlon process that began in January,
1993 \ :

Under the Pre51dent S proposals, 60 narrowly deflned HUD
operational programs will ‘be consolidated into three performance-
-based funds by 1998. One of the funds would consolidate HUD
~programs 'for community economic development into a single -
Communlty Opportunity Fund. The other two funds would be devoted.
to carrylng out HUD's historical low-income and affordable
housing missions -- one by funding portable rental assistance to
enable recipients ‘to obtain decent housing in the private market,
and the other by funding local and state 1n1t1at1ves to expand
the supply of affordable hou51ng

The Pres1dent has also'proposed to-end federal subsidies to
publlc hous1ng authorities. Instead, public housing residents
_would receive portable rental certlflcates, permitting them to
rémain in their current units or to seek better housing.
elsewhere. This would force housing authorities to compete w1th
private landlords for subsidized and unsubsidized tenants.
Tenant -based rental assistance would continue to be governed by
. the. current Fair. Market Rent system that pegs assistance to the
local cost of decent housing.

!
!
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Finally, President'Clinton'has_proposed to turn the Federal
Housing Administration, which has insured home loans for millions
- of working families, into a government-owned corporation which-
will'run more like a business than a bureaudracy

These changes will glve local communltles max1mum '
flexibility to combine federal resources with their own public
and private resources to support local initiatives that make a
real difference in people s lives. They will put tanglble results
- firmly ahead of bureaucratic process both at HUD and in
"communities from coast to coast and border . to: border. They will
~ enable HUD to truly fulfill the mission set for the Department 30
.. years ago when it was charged to ensure that every family in -
America can live 1in dignity in a decent home, in a neighborhood
full of pride, a communlty replete with opportunlty and a c1ty
‘burgeonlng with promlse and hope

_-There is no dauubt about the need to strengthen Americd’'s
communities today. If there were no U.S. Department of Housing
and Urban Development Congress would be under enormous pressure
' to establish one. .If HUD were to be disbanded, its unique focus
on thé problems of urban communities, large and small, would be
lost and its m1s51on nearly 1mposs1ble to achieve.

. Thousands oflcommunltles, and millions of people across

~ America still need HUD's.help, and HUD must do better by them. As
President Clinton has told us repeatedly: "We can do better."

- Wlth enactment of the Pre81dent s proposals,.we-will.
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:ACCELERATING HUD’S REINVENTION

The overhaul: of the Department of Housing and Urban ..
Development begun: in January 1993 must be accelerated, and
reinvention must be expanded, in order for HUD to achieve its
mission. Our- plan for completlng the reinvention of HUD has three_

-components
_ OV'ERVIEW :
\

I Consolldate programs and move to performance ~basged fundlng

Relnventlon would consolldate HUD's 60 praograms 1nto three
flexible, performance -based funds: Housing Certificates for
"Families and Ind1v1duals, the Affordable Hous1ng Fund and the
Communlty Opportunlty Fund. These funds would give mayors and
governors the flex1b111ty to develop local demand and supply-side
housing and community investment strategies that, by their
nature, vary from! jurlsdlctlon to jurlsdlctlon and change from
year to year. .

| Reinvention would be an exercise of respon51ble devolutlon
Localities and states would be required to design and 1mp1ement
plans that are consistent with national objectives (e.g. income
targeting, fair housing, community-based participation, attention
to special. populations). Localities and states would also be held
"accountable for their actions; performance measures would be used
to help both communltles and the Federal governmerit evaluate
recipients on their real progress in' meetlng communlty 1nvestment
and hou31ng needs

II,|Transform public housing

. Reinvention would end the current publi¢ housing system, -
which simply has not worked for too many people or communities,

" especially in ‘somel of our larger metropolitan areas. HUD would
convert operating subsidies for public housing agencies to rental
assistance for re51dents, who would be free to choose to stay:
‘where ‘they are or seek housing in ‘the private rental market.
Public housing agenc1es would then be compelled to compete’ in the.
marketplace for low-income residents. Well-run agencies would
survive as private, nonproflt organlzatlons ‘Poorly run agencies
would go out of bu51ness s ' :

III.-Create an entrepreneurial, government—owned FHA corporation
‘Reinvention would transform the Federal Hou51ng
Administration into a government-owned corporation, thereby
enhancing the ablllty of the public and private sectors to expand
homeownership opportunltles and affordable rental housing for
mllllons of Americans. The new FHA would become a .model of a
government that is. streamlined, downsized, entrepreneurial and
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‘accountable’ -- us1ng public private partnershlps and market |
mechanlsms to achleve its publlc purposes. .

. These proposed changes share a set of common-sense
pr1nc1p1es and phllosophy _ :r

. Low- and moderate income famllles should have greater power
to make decisions' about their lives, and qovernment should

support their quest for self- suff1c1enc¥

Public and agslsted hou51ng rules have locked families into
substandard housing, impeded their ablllty to lift themselves- to
better lives and allowed badly managed agencies and absentee
owners to operate, with 1mpun1ty Federal pollcy must serve
people, not institutions.

Decision makers at the nelqhborhood local and state 1evels‘
should have max1mum flex1b111tv

Local leaders know best how to set and achieve community:
development and housing goals. In recent years,; local capacity to
solve problems has grown as state and local government, private °
“industry,, nonproflt organizations and community-based groups
throughout the nation have formed creative partnerships to
promote affordable housing and economic growth Federal policies:
must support local effort, local partnerships and:encourage full-
engagement of local publlc and prlvate resources. : :

The verv character of HUD must change if the relnventlon of
DOllCleS .and Droqrams is to succeed : _ o

o Traditional'federal’solutions have been top-down,
bureaucratic, complex and overly prescriptive. The federal
government must bécome a true partner- for change in communities,
facilitating rather than prescribing. HUD must act primarily as a
clearinghouse for innovative solutions, sharing information with
funding recipierits about new models of housing finance, and
- providing technical support to government communlty ~based
.groups, and others . :

.The federal qovernment has a necessary role to play in

upholdlnq-Amerlcans fundamental Constitutional and legal rlqhts
A

Protectlon of Americans’. rights to fair hous1ng in places
where local - communlty practlces and pOllthS have permitted
housing discrimination is a prime example of the need for
continued federal leadershlp Racial minorities, people with
disabilities, andfamilies with children have all been victims of
discrimination at, the local level. There are times when the
federal government must step .in as the ultimate guarantor of
fairness and due process, and when local officials must rely on
the clarlty of federal standards and the- certainty of enforcement
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"to move a communlty to follow a, Just course.

b

One of the qreatest challenqes to Amerlca s urban future jis

the Qer31stent concentration and isolation of poor people and

m1nor1t1es in the central cities of our greater metropolitan
areas B o : : L

~ Meeting this! challenge requlres serious efforts to increase
housing choice for the worklng poor. Barriers to mobility must be
ellmlnated and - metropolltan and regional coalitions must be
engaged in fair hou51ng, employment and education strategies.
There is no scenario in which the nation’s cities can be
revitalized without real dedication to resolving these issues.
And transcendlng the fate of our cities, our national ideal of
racial harmony 1n|a civil society requires us to redouble our
efforts to reverse housing patterns which divide Amerlcans by
race, income and class.. .

-
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FUNDAMENTALS OF REINVENTION

I Program Consolldatlon and Performance Based Fundlng

Relnventlon would consolldate HUD’s 60 programs into three

flexible, performance -based funds:

Housing Certlflcates for Families and Individuals to prov1de'

‘housing . a551stance for rental-and homeownership .

opportunities. All current public. housing, assisted  housing -
and Section 8 rental assistance programs would be combined

into a single housing-assistance fund administered by local
and state’ governments, which would issue housing-

- certificates to low-income people. This assistance, based on
‘local rental 'housing costs, would become the pr1nc1pa1 means

for meeting the housing needs of low-income families and

- .individuals, who would have maximum. hous1ng ch01ce the

power to move.
|

'Affordable Housing Fund to support development and

rehabllltatlon of affordable housing. All current HUD grant

programs for hou81ng production and rehabllltatlon,

including HOME housing for the elderly and persons w1th
disabilities, housing counseling and the National
Homeownership Fund, would be consolidated into a single fund
to provide localities and states with flexible, formula

- grants for acqulsltlon, rehabilitation and construction of

affordable housing and for homeownershlp -efforts that help .

stabilize distressed communities. Resource allocation under.

the Affordable Housing Fund would be the. same as under the

" HOME pr ogram: 60 percent for localities and 40 percent for

states ‘ -

' Community ngortunitx Fund to stlmulate communlty economic

revitalization. Current HUD grants for community economic

‘development including Community Development Block Grants

(CDBG) and Economic Development Initiative . (EDI) grants
would be. consolidated into a single fund to help local and
state governments meet the most critical economic and
rev1tallzatlon needs of distressed communities, with a
national set- a51de for Native Americans. This consolidation
would replace! ex1st1ng, multiple community economic
development programs -- with their separate requirements, .
applications, formulas and  monitoring -- with a single
source of funds, with simple rules and criteria for use. The
allocation spllt between localities and states would be the
same as under, the CDBG program: 70 percent for localities
and 30 percent for states S R

The new, performance- based fundlng will glve localltles and

states greater flex1b111ty to pursue their own solutions, in
exchange for: compllance with certaln national standards HUD has

; . E ,.5\.



1dent1f1ed the follow1ng condltlons whlch would apply to local'
use of the consolldated funds:

o Adherence to income targetlng rules,
L Compllance w1th federal falr housing laws,
® Attention tolvulnerable populatlons 1nclud1ng the homeless,

dlsabled people with HIV/AIDS and the frail elderly,-

®.  Emphasis on tran51tlons to economic 1ndependence and

' homeownershlp in the design and 1mplementatlon of programs,
and : .

o Part1c1patlon by communlty based organlzatlons

HUD admlnlstratlon/of the new performance -based funds would
be further shapedlby the follow1ng standards: ' .

Local strategles..Local and state strategic plans for
housing and community development would need to be devised before
federal funds would be disbursed. These plans would spell out how
localities and- states would use federal funds to meet the housing
needs of moderate- low-, and very-low-income people and spur
business development and job ‘growth in underserved communities,
while adhering to:specific 'funding conditions.

Accountability. Fund recipients would be held accountable
for results by being evaluated on a series of nationally and
locally ‘defined performance measures. Recent leadership by state
and local off1c1als in Oregon and other jurlsdlctlons on
performance-based ;measures holds great promlse for a results-
‘oriented working partnershlp :

Performance bonuses and sanctions. Success or. failure- would
have real consequences for recipients of federal funds. Superior
performers, for example, would have access under each fund to a
10 percent bonus pool and would be permitted to "flex" resources
between - different funds, as 1is currently allowed under highway
and transit programs Low performers would not be eligible for
any performance bonus or flexibility and, at the extreme, could
have fundlng reduced and’ reallocated to other rec1p1ents

Transition rules. Trans1tlon rules would allow for the
orderly transfer of administrative respons1b111t1es as well as
ensure the contlnued discrete emphasis on service- enrlched
“housing for special populatlons

Tran81tlons:,

Consolldatlod of HUD programs into performance based funds
will. occur in two phases In FY. 1996,,60 separately funded HUD
‘ 6
, .
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‘programs will be consolidated into eight ‘funds for publlc housing
capital development. and operating subsidies, individual ‘housing
assistance, a581sted housing, communlty development, affordable

. housing development homeless a581stance and housing. for persons
with AIDS. '

Consolidation will be completed in FY 1998 with the merger.
of eight funds 1nto .three -- Housing Certlflcates for Families

and Individuals, the Communlty Opportunlty Fund and the
Affordable Housing Fund.

o
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II. The.heed for Reinvented-Housing Assistance

HUD's preemlnent task is to ensure that all Amerlcans have
access to decent,- affordable housing. The Department must seek
the most effectivé avenue to accomplish this task, based on a
" clear understanding of the real causes of housing problems in
. America, and without- regard to vested interests in existing and

_potentially outmoded programs. In the words of the Heritage
Foundation: "The hatlon s low-income housing p011c1es must -be
made to serve the poor, -rather than the developer and landlord
special interests 'and entrenched" public housing bureaucrats."
(Mandate for Leadershlp III: Pollcy Strategles for the 1990s) = .

The Departmeht belleves ‘and national data conflrm that the
overwhelmlng cause of severe housing problems is-lagging - . ;
household incomes 'and high housing costs, 'rather than broad- based
housing shortages‘ For example, more than 90 percent of the 5.4.
‘million very-low-income renters with Congressionally'defined
"worst case. hou51ng needs" do not receive federal housing aid and
- currently spend more than half their meager incomes for rent.

Some 78 percent of these renters live in decent, uricrowded
housing. Excessive rents relative to their income is their sole
'hou51ng problem. Tenant-based assistance could relieve thelr
problems, w1thout new . hous1ng units belng built. '

This view is supported by the Herltage Foundatlon, whlch
stated in the above mentioned 1989 report:

"The problemaof the-poor is not the unavailability of
housing, but 'a lack of sufficient funds to pay for quality
housing. Vouchers give the poor the funds that make this

- private housing affordable." ’ :

Nevertheless” hous1ng market conditions vary 51gn1flcantly :
across the country. Although many markets have an ample supply of
affordable units, 'shortages of units affordable to the very poor
are common. Most markets also lack an adequate supply of
affordable rental units. for larger families with children. In
some very tight markets, particularly in California and
Northeastern metropolitan areas, more widespread shortages of
affordable housing are evident. Because of the persistence of
localized or special housing shortages, HUD’s housing assistance .
reinvention strategy containg; both demand- and supply-side
. components, though with more emphasis on the. former than the

latter. E '

While the .centerpiece of the housing assistance relnventlon
plan is the replaoement of project-based subsidies with tenant-
based assistance, :the current stock of 2.9 million publlc housing
and assisted units will not disappear as a housing resource for
low income families. Because of its location and cost structure,
.- HUD expects the owerwhelmlng majority of existing public housing

.
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and progect based subs1dized housing to continue hous1ng low—
1ncome families well 1nto the future.

For the Department s 1ntentlons to be fully understood, all
‘elements of the reinvention plan must be taken.into
cons1deration 1

| _ '
The Principles of3Housinq Assistance Reinvention

_ The Department’s reinvention strategy is based on seven
premises: !

1. Maximum consumer sovereignty - rental subsidies that
make housing laffordable to very-low-incéme households should
be tenant- and not project-based. .HUD rental assistance-
‘'should prov1de maximum household chOice and opportunities‘

‘for mobility}

\
2., .When the respon51b111ties for administering low income
rental a551stance is devolved to localities and states,:,
tenant-based subsidies would continue to be pegged to the
--local costs. of decent rental hous1ng and vary from market to

-market.
3. Converting progect -based" sub51d1es into portable
-tenant-based rental assistance will force operators to e

deliver housﬂng more cost- effectively Requiring owners and
operators of HUD-subsidized housing to compete for tenants
-- with and without subsidies -- will make them more.
respon51ve to resident tastes and preferences
. | :
4.  The large majority of public hou51ng authorJties are’
currently capable of competing for low-income tenants in a
~deregulated market. Their 1nventor1es are of sufficient
quality to maintain high levels of occupancy if their
project-based operating subsidies were to be converted into
portable rental a581stance in the 1mmediate future.
5. A Significant number of public hous1ng developments,
especially in large cities, are in such poor condition that
they could not successfully compete for tenants if the
‘operating subsidies they receive were to be converted to
portable, tenant-based rental assistance. This is also true
" of many privately owned multifamily housing units with HUD:
' pro;ect based‘sub51d1es ‘Because of the desperate need for
low-income hou51ng in these affected communities, housing
authorities and private. investors must be given an _
opportunity to improve the condition of as much of this
stock as is fiinancially feasible prior.to the separation of
the subsidy from the unit.

'This is why HUD's reinvention plan calls for a transition -
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perlod durlng which owners and managers will adjust to a
competitive market environment while investing in the ‘
physical improvement of their. poorest quality stock. ' During
the- transition, funds for improving the public housing stock
will come from a public housing capital fund, and funds for
the 1mprovement of the FHA insured subsidized inventory will
come from a new Housing Quallty Fund, both of whlch will be
created and capltallzed in FY 1996 :

6. Budget rea11t1es make it impossible to preserve every.
" public and assisted housing unit, regardless of quality or
‘cost. Absent reinvention, budget constraints would require
some losses from the project- -based inventory. HUD would be
forced to propose modifications to the one-for-one
replacement provisions of current public housing law which
has prevented housing authorities from demolishing obsolete
and unlnhabltable housing for lack of funds to replace them.
It would alio mean that the Department would have tc 7.
recommend dramatic changes in the presérvation program which
has provided windfall gains to owners of assisted housing
who ‘are ellglble to prepay their FHA mortgages and cancel
their sub51dy‘contracts With the devolution of
'admlnlstratlve responsibilities for rental assistance to _
localities and states, these same budget realities will .
permit dec131bns about which housing can be feasibly
.maintained as part of a local affordable housing inventory
to be made at the local level, where they should be made.

7. An orderly transition perlod is also required to . give:
owners and managers of assisted housing time to adjust to
the discipline of market-based budgeting and the concept of
financial feasibility in contrast to the present practice of
needs-based budgeting. Those housing authorities and owner
entities that cannot make the successful transition to a
competitive market env1ronment should be replaced

The Components of the New Hou81nq As31stance System
. HUD's relnventlon plan for housing. a351stance has four
elements:. Lo
. ' |
1. - - Housing Certificates for Families and Individuals
-- provides tenant-based assistance to income-eligible
- households at sub51dy levels that are pegged to the
costs of decent rental housing in the recipients’ local
market. All tenant-based rental assistance will be .
- - pegged. to a local fair market rent system.

2. Endlng the dlrect fundlng of public. housing
authorities -- at the end of a three-year transition
period, federal fundlng of publlc housing operating

. sub51d1es will be converted to portable rental
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a851stance that re51dents can use to remain in publlc

hou51ng or move to better housing. These portable

" rental certlflcates will be pegged to the same fair °
market rents as other tenant-based certificates

c1rculat1ng in the local- market. :

3. Restructurlngfthe f1nanc1ng of the assisted
1nventory -- over time, privately owned, HUD-assisted
rental hou51ng will also be converted from project-.
based sub51d1es to portable tenant-based assistance.
‘Despite .the loss of project-based assistance, the

. overwhelming proportion of this stock will remain an
integral part of local affordable housing inventories
through the process of "marking-to-market." This means
that the FHA-insured mortgages -on .these properties will
be reduced to levels that can be supported by modest

' rents that in most cases will be no higher than’
Prevalllng Section 8 fair market rents. In some cases,
contlnued use restrictions will be part of the debt
restructuring process. In general, th;s means that
current low-income residents who receive rental
certificates when pro;ect -based assistance is
terminated will be able to remain in place if they
choose,‘or they will be able to take their certificates
and move to better housing. With their debt having been
restructured by FHA, owners of these projects will be-
able to attract other low-income certificate holders or
unsubsidized tenants who can afford to pay market N
rents. By virtue of the marking-to-market process, HUD -
expects to be able to preserve the overwhelming
proportion of the existing inventory of 3.1 million
low-income. subsidized hou51ng in low-income use for
many years to come. - :

4. The ‘new Affordable Hous1ng Fund (AHF) will prov1de
localltles and states with more flexible funding to ‘
enable them to expand affordable housing supplies.
Capital from the AHF can be used to leverage other
public and private funds for the development and
rehabilitation of affordable owner-occupied and rental
housing,, including low-income-housing tax credits, and
funds from state housing finance agencies. The
affordable housing financed through the AHF can be made
accessible to very “Jow-income persons with rental
certificates: by underwriting the new -supply at rent.
levels pegged to prevalllng local fair market rents.
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III] Transforming Puhlic Housing~

Public hou91ng, wh1ch began. 60 years ago as transitional

housing for working people who had fallen on hard times, has.
become a trap for the poorest of the poor rather than a launchlng

- pad for families trylng to improve-their lives. While public

housing has worked in many communities, the rigidly bureaucratic,
top-down, command- and-control public housing management system .
that has evolved iover the years has left tens of thousands of
people living in squalld conditions at a very high cost in wasted
lives and federal dollars. : S . .

.Our new approach to hou81ng a581stance for famllles and

'1nd1v1duals has the following components

G1ve re51dents market ch01ce in the search for affordable

~housing. |

HUD would ‘give public housing residents the choice to stay.

- where they :are or move tO apartments in the private rental’

market. Operatlng and capital subsidies for housing :

- authorities:would be converted to fair market rent- -based
'_Hou31ng Certificates for Famllles and Ind1v1duals -

Break the. monopoly of. hou51ng authorltles over federal

~housing resources

- | . . .
HUD would requlre hou51ng authorities to compete in. .the
marketplace for low-income residents with other prov1ders of

'affordable hou51ng

. Support- famllles that are worklng to achleve selif- -

suff1c1ency

dIn the new: Hou51ng Certlflcate program, in addition. to
giving traditional preferences to seniors and: the dlsabled

HUD will give greater preference to families who are working
or are participating in "work-ready" and education programs.

" Change the.landSCape of distressed inner-city neighborhoods.

HUD would accelerate the demolition of uninhabitable,and

" non-viable public hou51ng projects. HUD would also end

support for cénstruction of “public housing" developments
that are exclu51ve1y occupled by the very poor.

Transltlons:;

"In FY 1996- 1997 in the flrst of two transition phases, all

public housing programs would-be consolidated into two accounts
for capital expenditures and operating subsidies. A performance—-'
based system would be instituted through deregulation of more-

1
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II Transformlng Publlc Housing

Publlc hous1ng, which began 60 years ago as tran51t10nal
housing for working people who had fallen on hard times, has.
become a trap- for: the poorest of the poor rather than a launchlng
pad for families trylng to improve their lives: While public
housing has worked in many communities, the rigidly bureaucratic,
top-down, command-and-control public housing management system
that has evolved over the years'has left tens of thousands of
.people living in squalid conditions at a very high cost in wasted
llves and federal dollars. :

Our new approach to housing ass1stance for famllles and
.1nd1v1duals has the following components :
'3 Give re51dents market ch01ce in the search for affordable
' hou81ng K
HUD would glve publlc hous1ng re51dents the choice to stay
where they are or move to apartments. in the prlvate rental
market. Operatlng and capital subsidies for housing
authorities’ would be converted to fair market rent- based
Hou51ng Certlflcates for Famllles and Individuals.

®  Break the monopoly of hou51ng authorltles over federal
.hous1ng resources.

HUD would requlre housing authorities to compete in the
marketplace .for. low-income re51dents with other prov1ders of
affordable hou81ng

o Support famllles that are working to achleve self—
suff1c1ency I :

f '
1
|

In the new - Hou51ng Certificate program - in addition to
giving traditiional preferences to seniors and the disabled,
"HUD will givej greater preference to families who are worklng
or are part1c1pat1ng 1n "work- ready" and education programs

e Change the‘landscape of'dlstressed 1nner—c1ty nelghborhoods.
\

HUD would accelerate the demolltlon of unlnhabltable and-

non-viable publlc hous1ng projects. HUD would also end

‘support for construction of "public hou51ng" developments

that are: exclu51vely occupled by the very poor -

Tran51tlons.

. In FY 1996-1997, ‘in the first of two transition phases, all
publlc hou51ng programs would be consolidated into two accounts’
for.capital, expenditures and operating- subsidies. A performance-
- based system would be 1nst1tuted through deregulatlon of more

'
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-than 3, OOO well- performlng PHAS and partnerships with state and .
local: off1c1als to improve the operations of more than 100
troubled PHAs. Tens of thousands of severely deteriorated housing
units-would be demolished and replaced by small-scale, scattered-
site housing. Publlc housing rules would be changed to make work
~pay for residents, give greater preference to working families
and people in "work ready" and education programs and speed
ev1ct10ns of dlsruptlve re51dents -
: | : : . A

In the second’ phase, in FY 1998, all direct capital and =
operating subsidies to PHAs would cease, with 'subsidy funds being
converted to portable rent certificates for residents,. who would.
be free to seek apartments of their own choosing. PHAs would be-
forced to compete.for low-income - famllles business in the
prlvate market ' '



Ty

[PUBLIC HOUSING CONSOLIDATION SCHEMATIC]
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'IV. A New, Entrepreneurial.FHA
HUD plays an important role in prov1d1ng housing

opportunities for'. people whom the private market cannot serve on
its own. Working Americans, minorities, and immigrants struggling
to prov1de decent homes for their families, as well as the poor,
elderly, ‘and those with special needs have relied on HUD
programs. Since its inception 60 years ago, HUD‘s Federal Hous1ng,
Administration (FHA) has used the unmatched credit of the federal
government to help private enterprise and nonprofits provide '
decent, affordable housing to 23 million Amerlcan homeowners. and

“at’ least 4. 5 mllllon renters

In the last decade, the private housing finance market grew
far more sophlstlcated and efficient  at delivering capital to
‘housing, but FHA -- once an effective market leader -- lagged
" behind. At the same time, fewer and fewer young American families
were able to afford their own homes and the gap between rents and
. what people could afford to pay grew in many parts of the
country .

Between 1980 and 1992, the homeownership'rate. for young
families -- headed by people under 35 -- fell from 44.5 percent
to 37.6 percent. During a comparable period, from 1978 to 1991,
the number of families with children and elderly people paying
more than half their incomes for rent, or living in severely
inadequate rental‘housing, grew 50 percent,'from 2.4 million to
3.6 million households. Most of the affected households were
families with chlldren,‘who were saddled with rising rent
burdens.

| .

. The ‘President recently charged HUD w1th developlng an
unprecedented publlc private partnership to help a record number
of families achieve the dream of homeownership by the year 2000.
To achieve that. goal HUD must make. homeownership affordable for
‘more first-time homebuyers, re51dents of inner c1t1es.and other
'groups and communities still underseérved by the private market. A
reinvented FHA could better leverage private capital and reéduce
government ‘risks to help the nation achleve a record level of

homeownershlp 3

) N . N !
The New FHA Corporatlon
’ HUD's relnventlon of FHA would transform a slow- moving
government bureaucracy into a government-owned;,; streamlined,
market-driven enterprise which would use federal credit *
enhancement ‘to .finance expanded homeownership opportunities-and
the development of, affordable rental housing. Continued HUD
over51ght ‘'would ensure that the new FHA corporation would provide
state and local governments and community-based housing providers
with an effective credit enhancement tool to leverage demand-side
subsidies ,available through Housing Cerxtificates. For Families.and

16
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Individuals, supply side subs1d1es from the Affordable Hous1ng
Fund and the Communlty Opportunlty Fund.

1
Transltlons:'

In FY 1996 and FY 1998 FHA’s ex1st1ng programs will be
- consolidated into three: 51ngle family insurance, multifamily
- insurance and multlfamlly portfolio restructuring. A new, -FHA
: corporate charter will be 1mplemented

In FY 1998 and FY 1999, the FHA" corporatlon will complete
restructurlng of 180 percent of its multifamily portfolio, shift
an increasing share of its new, single-family product origination
to "wholesale". partnershlps and originate more- multlfamlly ”
product through 51mllar partnerships.

‘ , .

FHA’s. portfollo restructurlng will be completed by FY 2000.
In subsequent years FHA's .Jingle-family and multlfamlly products
and partnershlps will be continually reassessed to insure they :
remain relevant to the marketplace and the nation’s unmet housing
needs and safety and soundness goals :

17
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V. A New Department‘of Housing and Urban. Development

The consolidation of programs into broad funds.and the
devolution of program ‘design and implementation to localities and
states would require HUD to dramatically change the way it does
-business. HUD wodld continue. to collaborate with its community
and union partners as this transformation moves forward.

HUD would shuft from admlnlsterlng multlple programs to
-supporting-local initiatives,. while ensuring that federal funds
are spent in ways: that are_ flscally prudent and adhere to SN
‘national objectives and goals The shift from program '
administration to' spending over51ght would result in a
significant downs121ng of the Department. HUD’s workforce, about
12,000 today, would be cut to less than 7,500 'employees over a
flve -year .period,: mainly through buyouts and attrltlon, and the .
numbexr of fleld offlces would be reduced. : : -

- In addltlon to supportlng local 1n1t1at1ves, HUD would
reinforce the performance of localities and states by acting as a
clearlnghouse for; information and innovative ideas and a catalyst
for the repllcatlon of successful local 1n1t1at1ves nationwide.

The follow1ng functions will be central to the new way of
doing business at 'HUD: : -

Performance Measurement and Accountablllty

HUD will become a model of results-oriented budgetlng HUD
would apply -clear: ‘and simple national performance goals for
housing and community economic revitalization. and challenge local
-and state governments to establish additional performance goals
based on their prﬂorltles HUD will hold back a portlon of funds

.to reward exceptlonal performance
Financial Accountablllty

. HUD will ensure that taxpayer interests are protected 1n,the
‘administration’and expenditure of feéederal performance based
Funds.

Clearinghouse ;

Each community should nét have to reinvent the wheel. HUD
will play an important role in identifying and disseminating .
model housing productlon and community revitalization strategies
that can.be repllcated in other jurlsdlctlons :

|
Regulatory Oversight

. i, : : . . L ’ .. .
HUD will continue to provide regulatory oversight in a
number of.key areas, including fair housing, operation of
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government - sponsored enterprises, real estate settlement
processes, enforcement of lead-based paint standards,
manufactured hou51ng, ensurlng that federal housing. funds are
used to create jobs for low-income res1dents and - regulatlcn of
interstate land sales.

. o
. THE BOTTOM LINE

The reinvention initiative described in this section
represents the most dramatic changes proposed for federal hou51ng
and development pollcy in the past 20 years" These .
recommendations for fundamental change are not made llghtly, they
are made in recognltlon that the current way in which HUD
" conducts. its ‘business is outmoded and inefficient, and most
significantly they are proposed for the purpose of better serving
low- and moderate-income people In the end, making a positive
difference in peoples’ lives is all that: matters -- and it should
be on_ that grouAd that these and other proposals are ulitimately
judged ' ' .
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. EXPANDING 'HOMEOWNERSHIP =
'GUIDING PRINCIPLES

Ownlng a home is key to 1nd1v1dual economic advancement 1n'

' ABmerica and homeownershlp is an 1mportant goal for Americans. HUD
must-do everythlng it can to help more Americans become - .

_homeowners :

New public- private partnerships in the nation‘’s housing
sector will result in unprecedented cooperation to boost
homeownership to an all- tlme hlgh in Amerlca by the end of this
century ‘ : o R
. 2. A re1nv1gorated FHA will reclaim HUD's role in helplng

American families achieve homeownership, particularly: lower-
'1ncome,_m1nor1ty famllles .and non- tradltlonal buyers locked out
of the conventlonal market., HUD will also look Lo localities and
states to help publlc hou51ng residents and others make the
‘transition from renters to homeowners through the new
performance based funds

PROGRESS TO DATE i
Expandlng homeownershlp has been a key goal for this
Administration. For two years, HUD has worked steadily to
increase opportunltles for affordable homeownership for low- and
moderate-income worklng famllles Substant;al progress has

already been made:

e  FHA 1nsured more than 1.3 m11110n 'single- famlly loans
-+ in FY 1994, including 450,000 for first-time buyers.
 FHA's FY 1994 single- famlly loan volume. wasg the second-
_hlghest in 1ts 60- year history.

® . ' The upfront premlum -for Federal Hou51ng Administration
: . (FHA) insured mortgages has been reduced.. It is
y o 'estlmated that this change will save homebuyers, on.
average( $750 over the life of a mortgage. -

° FHA’s. 34-year-old 203 (k) Program, potentially HUD's’ :
most effective tool to help people buy and rehabilitate
'existing hones, has;been streamlined, making it much
easier for homebuyers, investors and lenders to use. As
a result, this unique mortgage-insurance program is

_expected to have a major, positive impact in older
neighborhoods as people buy older homes and fix them up

~ in coming years. . ' - ‘

e ,.HUD'hasfexpanded homeownership opportunities for low-
' and moderate-income families and strengthened
communities by broadening the FHA Single Family
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Property Disposition Program, under which HUD-owned
homes are sold at a discount to nonprofit groups for
rehabllltatlon and resale to’ ellglble buyers

° -~ HUD began allowing government agencies to purchase HUD-
owned properties for resale to public safety employees,
such as pollce offlcers, flreflghters and paramedics.

‘e HUD changed the Real Estate Settlement Procedures Act
(RESPA)| escrow rule to reduce the upfront costs of,
. homebuying and save. homeowners billions of dollars. It
is estimated that when this rule change is. implemented
~in April, 1995, it will save homeowners nationwide up
to $2 billion in escrow fees and save homebuyers an
-average $250 at c1051ng :

! o The Government National Mortgage Association (Glnnle
- Mae) began a new multiclass secur.ties program, which
helps to increase affordable housing opportunities by
'reduc1ng flnanc1al costs for FHA and- VA borrowers

HUD's push to widen the c1rcle of homeownershlp in Amerlca
is gaining momentum. A national demonstration to provide
downpayment and second mortgage assistance for home buyers in
'partnership with c1t1es, states, and nonproflt entities, is being
implemented. Homeownershlp counseling is being expanded and-
'programs that convey FHA-owned propertles for homeownershlp are
belng developed b . ‘

1 \ - . .

_ HUD is making FHA more respon51ve and eff1c1ent by better -
using electronic communication, consolldatlng processing
functions and ellmlnatlng duplicative. paperwork. For example, FHA
_has cut its processing time for single-family loan appllcatlons-
' from four to five weeks to three to five days.. Changes in
appralsal rules are expected to reduce the average waltlng tlme
. for closing on an FHA home mortgage by one to two weeks. -

New partnershlps are also belng developed with mortgage
lenders, local. and State governments, and hou81ng advocates to ,
increase homeownershlp opportunltles for underserved and unserved N
populatlons :

Actlons ‘taken by the’ Admlnlstratlon in its first 24 months
have laid a solid foundation for a dramatic. increase in
homeownership 'in America by the end of this century. HUD will
continue to build on this foundatlon through program
consolidation, restructuring of FHA and expansion and
strengthening of public-private partnerships.

: [
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TRANSITIONS : 1995

The Pre51dent has dlrected HUD to develop a strategy to
boost the nation’ 8- homeownershlp rate .to a record hlgh by the end.
. of thlS century ‘

‘ :

Recognlzlng that the most powerful engine’ for homeownership
expansion is the 'private market, HUD is designing a National
Homeownership Strategy that forges a new publlc private coalition -
of housing industry leaders, local and .state governments, and
hous1ng advocates to pursue national® homeownership goals,
increase f1nanc1ng avallablllty, cut production costs, open
housing opportunities to underserved populations, and focus on
specific communltles as targeted areas for homeownershlp

\

Two homeownershlp demonstrations to assist low- and
‘moderate-income - first-time homebuyers are being implemented. In
the first demonstration, HUD will work with public and nonprofit-
partners to provide downpayment and second mortgage assistance.

In the second, HUD funds will serve ‘as a catalyst. for large- tract
development of affordable hou81ng in de51gnated "homeownership
zones. :

FHA underwrltlng guldellnes are’ being modlfled to increase

. homeownership opportunltles for nontraditional and underserved
. borrowers. The guldellnes will encourage maximum, prudent

- flexibility and w1ll be sensitive to fair-lending pr1nc1ples
'FHA insurance- in underserved markets is belng expanded by
-conducting innovative demonstrations and entering into jOlnt
venture partnershlps to serv1ce more low- and moderate-income
people :

i ,

HUD is expandlng FHA’S s1ngle famlly property dlsp051tlon
initiative and increasing ‘the sale of HUD-owned homes to
individuals, nonprofit organizations and local’ governments’ to
promote local homeownershlp efforts and neighborhood’
'revitalization. A comprehensive housing counseling program that
includes extens1ve outreach to potentlal home buyers is also
being 1mplemented

.1996 AND BEYOND ‘

_ HUD's reinvention of FHA will transform a slugglsh
government bureaucracy into a streamllned market-driven
government -owned corporation which will use federal credit
enhancement to finance expanded- homeownershlp opportunities and
the. development of affordable.rental hou51ng

_ ' The new FHA corporatlon would consolidate FHA's ex1st1ng
insurance programs ‘into s1ngle family and multlfamlly broad
‘insurance authorltles
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‘The new FHA‘would rely 1ncreas1ngly on partnerships with
well-capitalized, sophisticated financial institutions, 1ncluding
Fannie Mae and Freddie Mac, the Federal Home Loan Banks, private

.mortgage insurance companies, state and local housing flnance
. agencies, and community-based organizations, to design 'a variety
of products that meet market needs. This new partnershlp will
ensure that FHA insurance and credit enhancement is dellvered as
eff1c1ent1y and effectively as p0551b1e

~ FHA's performance will be judgedvby the effectiveness of its
products in serving diverse needs not otherwise being met in the
market place. These new risk-sharing partnershlps allow FHA to
develop innovative products to meet unlque communlty ‘needs.

)

Partnershlps would include risk sharing, reinsurance, pool
loan insurance’ and other forms of credit enhancement. . However,
essential current products and dellvery systems would be returned
to ensure that all markets- are served. :

Operatlonal changes to reduce costs, losses and streamlined
process1ng will dramatlcally 1mprove the health of the 51ngle—'
family insurance program ' :

. A new FHA w&uld be authorlzed to des1gn and prlce its own
products, subject to its ablllty to meet performance goals
measuring soc1al,outcomes and 1mpact budget needs.and financial
performance. The new corporation will carry out its activities
through three operating divisions: single-family credit
enhancement, multifamily credlt enhancement and multifamily
portfolio resolutaon : : '

g
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EXPANDING AFFORDABLE RENTAL HOUSING OPPORTUNITY
.
GUIDING PRINCIPLES

, Decent affordable housing is a building block of stable
. family life and al launching pad for economic advancement. Because
many Americans must rent, and because there is a- serious shortage
of affordable rental housing in America today, we must expand
tenant -based rental assistance, preserve existing affordable .
‘rental housing and expand the productlon of quality affordable-
.rental hou81ng . .
{

‘The centerplece of HUD’s assistance is tenant-based
- assistance, enabling famllles to afford rental hous1ng in the
prlvate market ‘ .

Rental propertles owned ‘and operated by private owners and
managers under various HUD-FHA Iortgage insurance and rent- _
subsidy programs are a vital affordable- housing asset, which must
be ‘improved and malntalned

HUD is placing major emphasis on partnerships with
. community-based, non- profit developers, private developers, state
- and local governments and ‘financial intermediaries to produce
quality, affordable rental hou81ng HUD is working with
developers, local|governments, and social service providers to
ensure that family support services -- training, education, and
work opportunltles -- are designed into projects to build '
momentum for. self 1mprovement and self suff1c1ency

PROGRESS TO DATE

.During the Administration's first two years, HUD has
provided 101,900 additional households with five-year rental
certificates and vouchers -and proposed to merge the two similar
programs into a single, more efficient program. In addition, HUD
provided emergency, 18-month housing vouchers to 22,000 Southern.

o California. households’ dlsplaced by the. Northrldge earthquake

HUD has been ' working for two years to ‘check and reverse the
decline of physically distressed and financially troubled
assisted housing. We have made 81gn1f1cant progress, both on
internal management reforms and 1mprov1ng housing and llVlng
'condltlons for residents. :

o A 24-member Special Workout Assistant Team (SWAT) has -been
' organized to help field offices resolve physical, financial,
and ownership problems at troubled assisted multlfamlly
properties. { :
L In FY 1994, more than 1,596 action plans were negotiated
" with private 'owners to repair and rehabilitate housing
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complexes, 1nclud1ng conver81ons of multlfamlly prOJects to
homeownershlp

HUD closed 98 property sales out of inventory and closed 80
foreclosure sales. Closings reflect ‘an inventory. .reduction -
of .34 percent for the fiscal year. HUD replaced 324 '
management agents by September, 1994 ‘and expects to replace
a total of 400 agents. HUD foreclosed on 102 individual
owners. - :

HUD has helped empower residents of HUD-assisted rental

-housing by rewarding work, expandlng family support programs.

through the placement of service coordinators, creating
transitions to homeownershlp through the preservation of
affordable hou31ng, and encouraglng re51dents' involvement

" in 1mprov1ng their communltles

7-SNAP -- Safe Nelghborhocl Action Plan -- a new partnership

with the U.S. Conference of Mayors and the National Assisted

- Housing Management Association (NAHMA) - to combat crime 1n

HUD a551sted hou81ng was. launched

Durlng the Admlnlstratlon s first two years, HUD has begun a

number of 1n1t1at1ves to boost productlon and rehabilitation of
affordable hou51ng

) Risk-sharingiagreements with 33 state and local housing
.finance agencies, Fannie Mae, Freddie Mac, and the National

Cooperative Bank have been signed for housing production.

We have launched the Section 8 Communlty Investment

,Demonstratlon to encourage pension fund investment in

multifamily hous1ng productlon or preservatlon HUD awarded

-$100 million to six pension funds selected to participate in
‘a demonstration that finance affordable- housing development.

nationwide to create 2,500 multlfamlly units, 1,000 of which
w1ll be Section 8 a531sted -

)

‘Congress increased HOME fundlng from $1.275 billion in FY

1994 to $1.4 bllllon in FY 1995, permitting HUD. to fund
additional units for low-income people. By November, 1994,
more’ 100,000 'units had received commitments under HOME --
75,500 more units than a;year earlier. We have also formed
partnershlps for production of affordable rental units by
using HUD’s HOME program as a primary source of federal
funds for the construction and rehabilitation of rental
units for low 1ncome residents.

| ’ t ‘
HUD funded 7.'665 united (116 projects) -of Section 202

‘Hbousing for the elderly, totaling $499 million.

1
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o 'HUD funded 2 559 units of hou51ng for the dlsabled under
' Section 811] totallng $157. 8 mllllon

The actions. we have taken in 1993 and 1994 have both-
increased the natlon s stock of affordable housing and expanded
. financing sources for affordable: housing development well beyond
.the government sector. We have worked to meet current affordable
housing needs with existing resources and to build a new
flnanc1al resource base for the future.

TRANSITIONS 1995

In 1995, HUD w1ll contlnue to draw on. ex1st1ng programs to
increase the number households provided rental ‘assistance,
preserve the ex1st1ng supply of privately- -owned sub81dlzed
hou51ng and expand the supply of affordable hou51ng

ASSlSted 11v1ng oL portunltles for elderly tenants will be
increased through 1ncreased production under the Section 232
program. - .. :

~ HUD w1ll 1mplement Phase 1II of FHA’'s" rlsk sharing
demonstration, expanding the number of partners and the types of
risk-share- products : :

. HUD will 1mplement sub51dy layerlng guldellnes to :
effectlvely integrate the use of FHA 1nsurance w1th the federal
low income hous1ng tax credlts

HUD will seek out sources of . capltal not now invested in
multifamily hou81ng opportunities, identify products, programs
and partnerships that will ‘encourage the flow of Capltal to
mu1t1fam11y hou51ng ' :

' HUD will strengthen enforcement; removing unscrupulous
owners and management agents,.extens1vely publicizing HUD’s zero
tolerance standards ' : o

}
The Department will more effectlvely involve tenants in the
control of their housing through increased resident management
'opportunltles, outreach and ‘resident ownershlp

: HUD will contlnue aggressive efforts to sell. HUD-owned
§mult1fam11y propertles and HUD-held notes
]

' 1996, AND BEYOND

- HUD will begln to ratlonallze its rental housing a551stance
.'structures into three. basic components: . Housing Certificates for
' Families: and Individuals to provide housing subsidies to low-
income households; an Affordable Housing Fund to .support
development and rehabilitation of affordable housing, and a new,
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_streamllned FHA corporatlon to spearhead the restructuring of the
assisted housing stock and provide products to enhance -multi-
family rental hou51ng production : :

HUD’s reinvention w1ll devolve admlnistrative responsibility
for housing certificates to local and state governments who could
choose entities other than public hou51ng ‘authorities to :

adminlster certificates.
{

w Preservation

; A new debt restructuring group within the .new FHA
‘corporation would be responsible for restructuring, project-by-
prOJect the debt on the nation‘’s portfolio of assisted housing ’
in a process known as "marking-to-market." This means the debt
‘'would be restructured based on' the property s true market value,
so HUD can reduce costly rent subsidies and secure the :
properties’ phy51c_l and financial health.

. FHA's restructuring plan would subject a551sted hou51ng
- projects to competitive market forces, improving their financial
management and residents’ living conditions ' : :
: o
Housing opportunitles for current residents would be assured
through a combination of portable certificates, and wherever

appropriate, continulng project-specific use restrictions
I .

Housxng Production.
, Allhfederal:housinghdevelopment activities will be
consolidated in the Affordable Housing Fund. The Fund would "
-provide localities and states with flexible funding for housing
production, rehabilitation and homeownership initiatives.

The new: FHA w1ll supplement the role of the Affordable
Housing Fund as a financing tool for the development of '
affordable rental housing. - The new FHA will 1ncrea81ngly relying
on third-party partners to deliver its mortgage insurance ‘and
credit enhancement products.

‘ " HUD will continue to update multifamilyﬁgoals-for‘the
secondary market lenders, Fannie Mae and Freddie Mac. '

| ' B3



. REDUCING HOMELESSNESS
'GUIDING PRINCIPLES
. No group of people in Amerlca lives in greater desperatlon_
than those who are homeless. From the beginning of this
‘Administration it has been understood that a department. whose
~name begins with “hou51ng" must address, the needs of people who
are unhoused : - - :

( 3

- HUD must acknowledge the true extent and causes of
- homelessness in America and the federal government must do its
part to help men, women, and children who are homeless move
. beyond the current, patchwork system of emergency shelters and
soup kltchens P .

Accordlng to, "Prlorlty Home! The Federal Plan to Break the
Cycle of Homelessness," about 7 million people were hor2less. at
some point in the|latter half of the 1980s, and an estimated -
600,000 people are homeless in America on any given night. There
are two broad, sometimes overlapping,  cateégories of problems that
cause homelessness crisis poverty, including devastatlng changes .
in the job and hou51ng markets and in families which push, people-
into the streets;iand chronic disabilities, such as nental
illness, substance abuse, AIDS, tuberculosis, and other health-
related dlsabllltles ‘ - o : 3 ‘

In contrast to prev10us homeless strategles which focused
almost entirely on housing as if shelter itself were enough, HUD
has promoted a continuum of care approach that the Department
believes is necessary to make real, lasting reductlons in the

~number of homeless Amerlcans

~ Under the contlnuum of care approach HUD 1is helplng
" communities develop the housing and services necessary to address
. the root causes of homelessness through prevention efforts;
.outreach .transitional-  housing with job training and other
services, .s ubstance abuse treatment, supportlve housing for
people with mental dlsabllltles, and permanent housing options.
The goal of a continuum of care is to prov1de permanent,
affordable housing and approprlate .services, where’ needed, so
' people who are homeless can become self- sufficient, Not every’
family or’ individual will need all steps of the contlnuum, but
. communities should develop the full range of services to meet the
varying needs of a multifaceted homeless population.
 HUD belieVesinonprofit providers are the key to delivering
top-notch housingjand services to homeless people. The capacity
of local nonprofit agencies to reduce homelessness must be
increased by integrating mainstream institutions (e.qg.
businesses) and resources (e.g., Community Development. Block
Grants) into local efforts through local homeless boards It must
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be further enhanced through federal 1nteragency collaboratlon
which is a wvital element of the President’s natlonal plan to
-reduce homelessness
'PROGRESS TO-DATE j

For two years, the Admlnlstratlon has been working to forge
a coherent, comprehen51ve, national approach to homelessness that.
will make a lastlng difference in people‘s lives and result in
real reductions in the number of, people who are homeless in
America. - : : . '

In- 1993 Presldent Clinton issued an Executlve Order to _
- establish a 51ngle, coordlnated Federal Plan to. break, the cycle
.of homelessness. In May 1994, HUD, HHS, VA and 14 other agencies
released “Prlorlty Home! The Federal Plan to Breéak the Cycle of
Homelessness. These agencies are now implementing this plan,
which has received- ‘widespread support for its realistic
'assessment of - the‘problem and its proposals to’ reduce

Ihomelessness . ;
: Federal support for homeless assistance has increased

.dramatlcally,'enabllng HUD to back this new approach to
homelessness with!'real funding muscle. In FY 1994, HUD's budget‘
to assist homeless individuals and families was 1ncreased 44
percent, to $823 mllllon, and in FY 1995, it was further doubled,
‘to $1.7 billion. Communities throughout the nation are already
benefiting from these funding increases proposed by President
Cllnton and enacted by Congress :

In 1993, Congress approved the Clinton Admlnlstratlon s
'Innovatlve Homeless Initiatives Demonstration’ Progrdm, ‘with
funding set at $100 million. HUD has selected the D1str1ct of -

- Columbia,  Los: Angeles Denver, Miami, the San Franc1sco Bay Area,

and Philadelphia as demonstration areas to develop continuum of
care systems. Innovative approaches such as performance-based -
contractlng and a."social contract" -spelling out the respectlve ;
rights and respons1b111t1es of the community and people rece1v1ng
asgistance hlghllght these demonstratlon initiatives. :

. Increased fundlng has enabled HUD to support hundreds of
nonprofit organizations and city homeless programs ‘A total of -

., 422 grants, awardlng more than $766 million in homeless
.assistance, were announced by HUD in FY 1994:. Grants were
approved in all 50 states. and Puerto Rico. The awards made in . FY
1994 are expected to help an additional 195,000 families and
individuals who are currently homeless find shelter or receive
essential services. For the first time, in FY 1994, 100 percent
‘of all Supportive Housing Program grarts were awarded to programs
incorporating a comprehen51ve and coordlnated continuum of care | °
-approach. These HUD funded programs include emergency, :
transitional and permanent hou51ng a551stance for homeless

I . 31
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. people, as well as crltlcal mental health, ‘outreach and other
' supportlve serv1ces ' B -

HUD gave spec1al attentlon to the needs of homeless people
with partlcularly acute problems, including people with AIDS and
_people who llve in New York City subway- tunnels.

Even as HUD has continued to provide homeless assistance
through multiple,; existing programs during the Administration’s
first two years, all current programs have been infused with the
new continuum of care philosophy. Funding consolidation will
result in acceleratlon of this trend. -

TRANSITIONS : 1995 1

HUD is worklng with Congress to enact the consolidation of
‘McKinney programs in order to merge six separate programs into a
91ngle,,flex1ble grant, allocate funds for the consolidated
program through a needs-driven formula to states and cities, and
foster. comprehen51ve homeless assistance’ in America’s cities,
enabling homeless persons to leave the streets and achleve self- -
suff1c1ent lives. 3 -

i

Flfteen thousand certlflcates will be made available 'to. help
'homeless famllles and persons with AIDS obtaln permanent hou81ng

HUD is flnallzlng the regulatlons 1mplement1ng the recently
enacted Base Closure Redevelopment and Homeless Assistance Act.
HUD will work to ensure that redevelopment plans foster growth -
which addresses economic redevelopment needs, affordable .housing
neéds, and homeless-assistance needs of communities adjoining
' closed military bases S e . :

. | . .

HUD is worklng with communltles to. help ensure that reduc1ng
homelessness is a central part of consblidated plans Wthh
" communities must prepare to recelve CDBG funds.

'.1996-AND,BEYOND

The consolidated homeless block. grant would be kept separate'
during a three-year transition period, to enable jurisdictions to
develop a continuum of care for their homeless populations. The
homeless block grant would be; consolidated into the new
Affordable Hou51ng Fund in. fiscal year 1998, and local and state
governments. would address homelessness in thelr plans for these
funds. : :
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e CHANGING PUBLIC HOUSING -
' GUIDING PRINCIPLES - |

Housing should be a starting place for perscnal and family
mobility and selﬁ-improvement. Working -in partnership with
residents and community leaders, HUD can ensure that federally
‘assisted housing!and rental assistance promote this goal.

HUD is-tranéforming public housing as it exists today
because the current system has failed many residents, especially
people living in public housing in some of our larger cities. HUD
plans to convert operating subsides for public housing agencies '
to rental assistance for residents, to give them the choice to
stay where they aie or move to:apartments in the private rental
market. : 7 ' ' - ‘ :

. I . . !
By giving residents a real choice in housing, HUD.will
- encourage communities to create mixed-income developments where
‘work and education are valued and role models are present to .
instill positive yalues. HUD will eliminate the worst examples of

‘public housing, where'law;abiding'citizens and their families are -

i

forced to live in constant fear, virtual prisoners in. their own
homes. . b ' C :

Just,as\importantly, HUD will shift the focus, and much of
. the responsibility for providing affordable housing opportunities -
to communities. HUD will encourage these communities to place a
higher priority on jobs and economic development, training
programs, and the creation of partnerships between residents,
nonprofit organizations, and affordable housing 'developers. . Those
housing authorities.that provide quality housing will continue to

do so; thoée'which do’ not will,'and should, be-eliminated.

PROGRESS TO DATE: '

© For the firsp two years of- this Administration,-HUD has been
working steadily to transform public housing, both through '
physical ‘improvements and initiatives to make public housing - :
'safer places to live which offer residents real opportunities for:
education, job training and self-advancement. ' ' o

An Office of Distressed and Troubled Housing Recovery was
created to turn around specific developments by intervening
aggressively with housing authorities in Washington, D.C., :
Philadelphia, New :Orleans, Chicago, Baltimore, Houston, Detroit
and Kansas City. o ‘ C

Uhder the HOEE-VI_program, $1.01 billion in grant agréemenﬁs
were ‘executed with 33 severely distressed developments' to finance
. thelir comprehensive revitalization. ' . o

. _ :
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The Youth Apprentlceshlp Program was 1n1t1ated to increase
the availability of job training and career opportunities for -
public and assisted-housing youth. HUD ‘has helped public housing
residents take greater leadership roles and build stronger public
housing communities through the Tenant Opportunity Program (TOP) .
-For example, this year, HUD has funded $25 million in TOP grants
to 257 residents groups for substance-abuse treatment, health
care needs, day care centers, and resident security patrols..

Housing authorities have been given greater flexibility in
~setting resident-selection preferences, based on local hou51ng '
needs and prlorltles This makes possible a better mix of incomes
among public hous1ng residents, in contrast to prev1ous selection
criteria wthh concentrated the poorest of the poor in publlc
housing. - . ,l '
. HUD has helped publlc hous1ng residents worklng to make

their communities 'safe. and drug-free by 1n1t1at1ng a new
interagency effort Operation Safe Home, to combat violent crime
- and white collar crime and fraud in public and assisted housing.
In 1994, HUD- awarded over $228 million to public and Indian
housing authorities to combat drug abuse and drug-related
_cr1m1na1 act1v1ty| ~ : :

7 HUD: has completely revamped its modernlzatlon program. Red
tape has been cut and needless- bureaucracy has been eliminated,
maklng the' program more. flexible and easier to use, and
increasing PHAs’ ablllty to expedite commitment of billions of
dollars already in the modernlzatlon p1pe11ne

_ The actions already taken by HUD in the Admlnlstratlon s
first two years are the initial steps along a path leadlng to
decent, affordable housing for low-income people that is both an

asset to the communlty and compatlble w1th conventional hou51ng

\
1

TRANSITIONS' 1995

g HUD is stepplng up the pace of its ‘progress’ along this path
in 1995:

HUD is supportlng leveraging. of public funds to promote
mixed-income communltles and scattered-site housing by
cultivating publlc/prlvate partnershlps with HOPE VI grantees.

HUD is also encouraglng the use of Sectlon 8 certificates to
help speed the relocation of residents from projects that should
be demollshed :

1996 AND BEYOND

. o - ) .

Under HUD’s reinvention, at the end of ‘a three-year
transition, HUD would-get out -of the direct funding of public

‘ . 34



housing by convertlng progect based publlc hous1ng subsidies to
tenant- based rental assistance. \ : :
The tran31tlon would be completed in two steps by fiscal
year 1998. . :

. For FY 1996 and 1997, HUD would deregulate all PHAs to make
‘them more - effective developers and managers of low-income
housing. HUD would aggressively work with local and state -
governments and other groups to improve more than 100 severely
troubled hou81ng authorities. These PHAs would be on probation.
HUD then would move the 10 to 15 most troubled housing :
authorities that ‘cannot be restored through a two-year, recelver-
like process dlvestlng them of properties and management
control. : -

., HUD would consolldate all public hou51ng programs 1nto two
,programs -- a Publiz Housing Capital Fund and Public Housiiig
Operating Subsidies. Funds would continue. to support the
'formatlon and operatlon of resident councils. L

|
bl

, Localltles and states would" have the option to recelve all
housing funds through Hou81ng Certlflcates for, Famllles and
Ind1v1duals

In FY 1998 no housing authorities would receive funds .
directly from HUD; they would compete for capital .and service
funds through a locallty or state. Localities and states would -
have the option of replac1ng non-performing hou51ng authorltles
with communlty based groups or others.

All formerly pro;ect -based .public hous1ng operatlng
subsidies would be converted to completely portable certlflcates

Public housing residents would have the ch01ce of staying or
moving, using their portable certificates to help pay for housing

"on the private market. Public hou51ng authorities would compete .

with private landlords for sub51dlzed and unsubsidized low income

- families.
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' OPENING HOUSING MARKETS
GUIDING PRINCIPLE;S'

Housing oppdrtunlty must be made a reality for all.
Americans. .The availability of homeownership opportunltles and
rental housing free from discriminatory 1mped1ments is essential
to strengthenlng Amerlca s communities. HUD must'expand hou51ng
choice and ellmlnate dlscrlmlnatory barrlers to fair hou31ng

‘'There is no questlon .that hous1ng dlscrlmlnatlon remains a
serious problem in America today. A 1992 Boston Federal Reserve

. study found that African Americans are 60 percent more likely to

be rejected for home mortgage loans than whites in similar

. economic c1rcumstances Accordlng to a 1993 report 34 percent of
African Americans: and 25.5 percent of Hispanics were rejected for
home loans, compared to 15. 4 percent of whltes and 14.5 percent
of As1ans !

HUD is taklng steps to ensure that hou51ng markets are ‘open
to all qualified home seekers, that action is taken at the _
federal, state and local levels to eliminate obstacles to fair
housing, and that' federal falr housing and civil rlghts laws are
vigorously enforced

PROGRESS TO DATE |
HUD has taken action on a number of fronts to reduce

" barriers to homeownership caused by unlawful discrimination.
Over the past year, HUD has undertaken a review of the Federal.
Housing Administration underwriting standards and business
practices to ensure that policies put in place to protect the’
financial" strength of the FHA fund also promote access to
homeownership for'minorities and other protected classes. The
Department has developed the Mortgage Lending' Information System,
which permits the user to overlay census data with Home Mortgage
Disclosure Act data for monltorlng purposes. HUD has-also
stepped up investigation of fair lendlng and - property insurance
complaints. :

_ To provide clarlty to the lending 1ndustry, ‘and a unified
“voice on fair lendlng policy, HUD, the Department of Justice, and
the nation’s bank regulatory'@genc1es have adopted a joint Policy
Statement on Discrimination in Lending. The statement ‘provides a
- vehicle for coordinating federal fair lending policy and resolves

a number of issues to assist  further, lenders’ efforts.to comply
with federal fair lending standards. HUD continues to work with
these agencies through the Interagency Task Force on Fair Lending
to further coordlnate federal falr lending pollcy and enforcement
efforts.

1

In an effort to establish broadly accepted fair lending
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standards, . the Secretary signed best practices agreements with
the Mortgage Bankers Association and a number of individual
lenders. The agreement with the MBA commits  both organizations to
. work in partnership to eliminate lending discrimination and to
'expand opportunltles for affordable hou51ng 3

. HUD has moved to open up rental markets through improved
enforcement of the Fair Housing Act. HUD has restructured its
fair housing enforcement operation te improve service to-
individuals who have been subjected to housing discrimination in
_the private market. Ten enforcement -centers have been established
~throughout the'country to more efficiently and effectlvely
enforce “Tltle VIII"_of the Fair Hou51ng Act. :

To encourage the devolutlon of fair hou51ng enforcement
responsibility to state and local governments, HUD has sought
' increased funding for the Fair Housing Assistance Program. .This '
program allows HUD to reimburse states and localities which have
laws "substantially equivalent" to the federal Fair Hous1ng Act
for enforcement activities. :

Federal efforts to afflrmatlvely further falr hous1ng have
proceeded .on several fronts. HUD has settled .several major law
suits which involved allegations that the Department had fostered
.segregatlon and hou51ng discrimination through its programs over

the years. _ i -
. . ! ' !

In a historic move, HUD took over the' public housing ,
authority in Vldor, Texas because it had failed to protect the
civil rights of minorities. In early 1994, federal officials -
helped four African-American families move to the Vidor ‘
development . Twenty-one African-American families are now in
residence there. i

TRANSITIONS: 19951. )

HUD will take the lead in convening a Cabinet-level Fair,
Housing Council to ensure that federal programs further fair
housing. The Fair Housing Council is in the process of reviewing
the programs of all of the member agencies and will suggest
program redesign ‘elements where necessary to 1mp1ement fa1r
housing goals -

4

~ HUD will reduCe housing discrimination through aggressive
. enforcement of Title VIII of.the Fair Housing Act and all civil
rights statutes. HUD will provide increased support to local and

state agencies for their enforcement of substantially equlvalent
- fair housing laws and ordinances, and to private fair .housing:
organizations for; enforcement education and outreach activities.
HUD has increased resources: for such local efforts by one thlrd

1

HUD' s Tltle VIII functlon w111 be 81gn1f1cantly 1mproved in’

~ |
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o 1995. a bu51ness practlces re- englneerlng initiative (BPR) w1ll
-be conducted to 1mprove the quality of' fair housing
investigations, to increase eff1c1ency, and to speed the
resolution of complalnts C :

HUD will promote access to homeownershlp through a voluntary
affirmative marketing agreement with the National. Association of -
Homebuilders. This partnership agreement will enlist both
-organizations 1n‘a marketing and outreach effort to promote fair
and equal homeownershlp opportunities for all persons regardless
‘of race, color, religion; sex, handicap, familial status or
national origin. In an effort to obtain broad compliance with .
_falr lending standards, HUD will continue to negotlate best
practices agreements with mortgage lenders. Our goal is to sign
at least 75 voluntary agreements w1th mortgage companies.

'HUD will 1ssue proposed and final regulatlons 1mplement1ng
HUD’'s statutory respon51b111ty to promote affordable and fair
~housing goals for the government sponsored enterprises. Under the
new regulation, Fannie Mae and Freddie Mac will have clear
guidance on their; obligation to- support fair lendlng objectlves
through thelr secondary market operatlons ' .

_ To ensure that localities and states receiving federal
housing and community development funds employ them in a way that
furthers fair hou51ng goals, HUD must certify'that they -are
furthering fair housing laws. HUD will prov1de fund rec1p1ents
with guldance on how to comply with thls requ1rement :

HUD will promote free and fair hou81ng choice by prov1d1ng
counseling for recipients of Section 8 certificates who are
working or work ready

- HUD w1ll increase housing choice for persons with .

;disabllltles, including those living in public and assisted

housing reserved for the elderly. Section 8 certificates will be

made available through PHAs to enable people with disabilities to

. access "mainstream" housing which is not exclusively for frail or
_needy populatlons : :

1996 AND BEYOND

_ HUD is mov1ng to consolldate programs and’ initiate
performance- based |funding. Localltles and states would be glven
greater flexibility to administer federal housing resources in
-exchange for complying with a series of conditions that . promote
national goals and .objectives. Compliance with Federal fair .

" housing laws would be one of the critical federal conditions that
'govern admlnlstratlon of the new performance based funds. Co
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| CREATING COMPETITIVE CITIES
GUIDING: PRINCIPLES,

‘ Amerlca s economlc health and social: stability are
inextricably linked with the. health and. stability of its cities.
Our ability to compete .and win in the global economy depends on
. the private sector s ablllty to continually adapt to the changlng

‘demands of the global marketplace, by seeking greater '
efficiencies-and respondlng-to changing demands. Most of thlS ,
change occurs in and around our cities, which. continue to be our
resource centers as well as our population centers. It is also in
and ‘around ‘our citlies where educational resources:as well as
economic resources and jobs are concentrated, that Americans find
their greatest opportunities for educational, economic and social .
advancement. For everyone who is willing to work our cities have
always been and continue to be America’s most prom1s1ng gateway
to ‘a better life.

It is cr1tical to the future of our nation that we preserve
and strengthen our|c1t1es as engines of economic adaptation and
.growth, and as dynamlc centers of opportunity for tens of
millions of people who yearn for a better llfe for themselves and
" their children. ‘ : : .

HUD must work to strengthen Amerlca s c1t1es by helplng
city, county and state elected officials and agencies work with -
business, unions, chambers of commerce, educational institutions,
foundations, nonproflt organizations, citizen groups and others
to fashion and implement metropolitanwide. housing and economic
development strategies. We must ensure that good jobs  paying
‘livable wages are accessible to people seeking work, and that
- people have the education and training they need to take
. advantage of these job opportunltles

PROGRESS TO DATE _‘ SN - , T

HUD is focu51ng on Empowerment Zones and Enterprlse
Communities to demonstrate that federal agencies can work _
together in areas that have suffered from years of neglect. In
June, 1994, communltles submitted 292° applications for urban
Empowerment Zones and Enterprlse Communltles

In-December,-l994, six communltles.were designated'as urban
Empowerment .Zones, ' two as supplemental urban ‘Empowerment Zones
and 65 were des1gnated as. Enterprise Communities. With HUD's help:
these communities will jump start revitalization efforts in’ their
most distressed neighborhoods through local partnership
initiatives. These initiatives will seek to attract new. jobs to
these nelghborhoods and prepare 'residents to fill these ]obs and
move into the nati¢n’s economic mainstream.
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HUD increased localities’ ablllty to spur nelghborhood

~retail and industrial development and expand economic opportunlty

for low-income people by maklng its Section 108 Loan Guarantee

Program easier for local governments to use, especially in

conjunction with other HUD programs, such as the Economic
Development Initiative, CDBG = Jobs and Empowerment Zones and
Enterprise Communities tax incentives. Localities’ use of the

'fSectlon 108 Loan Guarantee program increased from $229 mllllon in

Flscal 1993 to $350 mllllon in Flscal 1994,
HUD allocated $19 million in Economlc Development Initiative
grants which leveraged more than $250 million in additional '

leconomlc 1nvestment to create ]obs for low- income people

1

HUD consolidated planning, appllcatlon and reporting.

.requlrements for four separate formula-grant programs -- CDBG,

HOME, Emergency Shelter Grants and: Housing for People with AIDS
--'into a single, seamless process..This change, effective in
1995, dramatlcally reduces paperwork for localities and states,
and gives them more flexibility. It also éncourages them to forge
comprehensive, communitywide and regional action plans that
involve communlty ‘based groups and individual residents and
iritegrate economic and housing-development strategies with .

-strategles for maklng neighborhoods safer, reducing homelessness,
.increasing housing mobility, expanding ]ob opportunities through

training and education and strengthening families. This new,
consolidated planning process will serve as the basis for local
and state appllcatlons for HUD’s new performance based  funds.

Localltles have been provided with new tools to remove

 obstructions that hinder job creation (e.g., land

assembly,"brownflelds“) through expanded technlcal a581stance

Instltutlons of - hlgher learning have been urged to .
part1c1pate in strengthenlng their communities and regional

» . economies by recognizing, rewarding, and showing examples .of

unlver51ty communlty partnershlps

O
! .

I

TRANSITIONS: 1995 .

HUD will - 1mplement the Empowerment Zohes and Enterprlse
Communities . program, expedltlng waivers for selected communities

~and taklng other actlons to ensure the program S success.

'HUD w1ll continue to create jobs for low-income persons by
allocatlng up to $50 mllllon in Economlc Development Initiative
grants. ~

1996. AND BEYOND |

i

Reinvention would consolldate current HUD grants for
‘community economic development 1nto a s1ngle Communlty

o : o - 40
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Opportunity Fund. Consolldated programs would include’ Communlty

Development Block!Grant (CDBG), Youthbuild and the Economic

. Development Inltlatlve ' S

.The Community Opportunity Fund would provide localities and

. states with flexible funding for the economic revitalization and
renewal of distressed communities. The Fund would provide formula

grants to local ‘and state governments, with a national set- aside

for Native Americans. The allocation split between localities .

, and states would be the same as under the CDBG program, 70

percent for localities, 30 percent for states. Jurisdictions
would be" permltted to use the Federal grants for a wide range of
-activities, 1nclud1ng : :

@ Assistance to communlty based organlzatlons for nelghborhood
rev1tallzatlon efforts;

®  Business loans to entrepreneu s to bulld supermarkets or-
commerc1a1 centers in dlstressed communltles,

o "Mobility to work" efforts that llnk res1dents ‘in dlstressed.
" communities with job opportunities elsewhere in the
metropolitan area; and

‘o Env1ronmental cleanup of "brownfield sites" to prepareé for
economic or hou51ng development.

To achieve maximum leveraging, a loan guarantee mechanism:
“would be made:available to localities and states along the lines
of the ex1st1ng Section- 108 program. : :

As w1th the other two. Funds, a strong framework for: results-

. orlented accountablllty would be establlshed

Flve percent of funds for thls consolldated program would be
set aside to reward metropolitan areas that develop 1ntegrated
economic development strategles

From fiscal year 1996 to 1997, CDBG, Youthbuild and EDI
. would be immediately consolldated into the new Communlty
Opportunlty Fund.
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REVITALIZING NEIGHBORHOODS

GUIDING PRINCIPLES

i

The beneflts and opportunltles of expanding urban econdmies
must reach all corners of our greater metropolitan areas. The

‘best way to enable all urban residents, 1nclud1ng those who live
‘in . distressed nelghborhoods, to participate in economic expansion
'is through bottom up, community- based 1n1t1at1ves

HUD must: support the efforts of local government communlty—
based nonprofit groups, churches, neighborhood leaders, and

‘community residents to develop and carry out initiatives to

develop -affordable housing, and promote business and job growth
block by block, nelghborhood by nelghborhood

PROGRESS TO DATE . -

Communlty Development Block Grant fundlng increased from $4
billion in FY 1993 to $4.6 billion in FY 1995. Among other
activities, CDBG supports a wide range of community development
activities, including enabling community-based organizations to
carry out numerous revitalization activities. Recent CDBG ,
regulations have made it much easier for localities to use CDBG
for innovative development activities ‘that create jobs and focus
on nelghborhood rev1tallzat10n :

Numerous barrlers to effectlve 1mplementat10n of the HOME
program have been removed, providing both localities &and

community-based organizations with greater flexibility to use

-HOME for neighborhood revitalization. Fifteen percent of HOME

grants go to community-based organizations.

HUD de81gnated 20 1nnovat1ve communlty development '
corporations to receive tax benefits for programs to create ]obs
and provide training for low income re81dents

HUD awarded $38 million in Youthbuild grants to help

.'dlsadvantaged youth learn employment skills through constructing-
and rehabllltatlng housing for low-income and homeless people.

The Office of, Communlty Vlablllty was established to empower
neighborhood groups to partlcgpate in local communlty decision- -

'maklng

HUD invested;in the National Community Development
Initiative, which uses HUD funds to leverage funding from private

foundations for capac1ty building in community development

corporations. Twenty million dollars was invested by HUD and was
matched by $67 million from private foundations and corporatlons
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Communltles have been empowered by 1mprov1ng housing
productlon capac1ty in nelghborhoods, supporting the development
of housing production capacity in community development
corporations; and institutionalizing alliances with foundations,
- churches, national communlty organlzatlonal “and CDCs.

HUD has glven citizens and groups support by creatlng an

. innovative software package to provide, clear information about
how communities spend their money. ThlS software gives citizens
easy and .understandable access to a map which shows where' federal
funds ‘are being spent in their neighborhood. Through the - ° |
consolidated. plan, HUD has also sponsored- coordinated technlcal ’
assistance sessions for consolidated .planning that brlng together
all elements of communltles :

Collaboratlon among foundations" corporations, nonprofit .-
groups, community’ organizing networks, advocacy organizations,
arts and sports organlza~1ons, local and state governments, and
other federal agencies, has been fostered

Greater empha51s has been  placed on addressing the needs of
uriderserved populations, such as migrant farmworkers, Americans
11v1ng in the colonias and in rural areas, and Natlve Amerlcans
in tribal communltles '

TRANSITIONS 1995 ' o : R

- HUD will fully implement jOb programs, such as the CDBG =
Jobs initiative to fac111tate creation of ]ObS for low income
workers :

1996 AND BEYOND - S
Participation by commUnity'based organizations would bhe a

'crltlcal element under the new performance-based funds

To ensure the contlnued strong part1c1patlon of community-'
based groups in housing development, current legally mandated
set-asides for such groups as community hou51ng development
"~ organizations ("CHDOs") would be 1ncorporated in the Affordable
-Hous1ng Fund : A : :
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- ORGANIZING FOR PERFORMANCE AND RESULTS

GUIDING PRINCIPLES ' : 'w

The prlmary goal of relnventlon is to transform HUD into a
" customer- driven, results-oriented organization. The overrldlng
“purpose of the various planned organlzatlonal changes, program
‘restructuring and consolidation efforts is to ensure that HUD's.
programs and' services reach the Department s customers and
ultimate beneficiaries in a responsive and timely manner. The
Department will maximize the use of all available staff,
administrative and program resources in working cooperatively .
with cities, counties and states in true partnerships. Rather
than being: perceived as an.obstacle to change, ‘HUD will work with
communities to identify and eliminate .barriers t6 effective use
‘'of program resources. to address local needs. It will provide
technical assistance and consultlng services to local officials
in solving community problems. . ' : . :

‘The Department will continue the efforts initiated in 1994
‘to streamline both the organization and decisionrmaking process.
Through further delegation of authority ‘and s1mp11frcat10n of
program requirements, field employees will be empowered to
provide more efficient and results-oriented service to customers.
There will be maximum flex1b111ty in addressing program and
organizational issues based on ‘particular local situations in
‘cities and states. .

The partnership between HUD management and the employee"’
~unions will continue to be an underlying principle in planning
and implementing further organlzatlonal and programmatlc change
in the. Department. : , !

i I
'

pPROGRESS TO DATE

The' Department has made significant progrcss in building a
field structure which places customers at the top of the
-organizational chart. Major changes-in the organizational
structure in 1994 facilitated improved program delivery and
performance accountablllty Assistant Secretaries are held
accountable for the success of their programs and have empowered
their respective field staffs to make numerous decisions
prev1ously made in Headquarters. The entire HUD field
organization has been restructured to reflect this new
-philosophy. As part of this process, the Regional Office
structure, often characterized by duplicative review processes,
has been .eliminated. The ability of the field to respond to
customer needs was significantly enhanced through.these changes.-

Secretary S Representatlves and State and Area Coordinators
were app01nted to oversee 1nterna1 coordlnatlon of HUD programs
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and assure that- the Department was providing coordinated quality
‘program delivery to localities. Each office is responsible for
.prov1d1ng effective communlcatlon, coordination and support to
governors, mayors and state and local officials. Through the
establishment. of Community Empowerment Teams, field managers
engaged customers to share their insights regardlng communlty

:\needs and the quallty ‘of HUD customer serv1ce

i

Recoganlng ‘that our employees are a valuable resource and.
essential to the accomplishment of the HUD mission, HUD

' . management 51gned national partnership agreements with AFGE and

 NFFE ‘employee unions. 'In furtherance of this effort, we
collaborated with our: union partners in improving workplace .
iconditions and planning and implementing the field - :
reorganization. Enhanced opportunities for training the work
force to meet-its new responsibilities resulted from the '
establishment of the HUD Training Academy and initiating _
Individual Performance Plans for employees. The importarnce of

- diversity and equal employment opportunity. and affirmative
employment was recognlzed through nationwide EEO tralnlng for all
managers and d1vers1ty tralnlng for all field staff.

| TRANSITIONS" 1995

HUD's new fleld structure will move even more dec151on
making to the local- level and ensure that we are responsive to
the needs of customers in each state. Staff will be available to
consult with governors, mayors, industry representatives,
residents and community groups to ‘assist them in improving the
llves of the many. people who benefit from HUD’s programs.

The contlnulng effort to streamllne the Department s .
operations will result'in decreased costs as we organize in ways
that maximize the use of limited human resources and take full
advantage of training and technological advances. All of these
reorganization efforts will continue to be developed in
partnershlp with.the unlons :

TRANSITIONS° 1996‘AND BEYOND

Further adjustments in the field. structure will be made to
- accommodate the reduction in the number of programs and_ to
further reduce operatlng costis. In order to ensure that the
Department is respon51ve to- the needs of our clients, the field
will be structured in a manner that ensures the provision of:
-appropriate and access1ble services .to states, cities and:
‘localities. - o
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. MANAGING FOR PERFORMANCE AND RESULTS
 GUIDING PRINCIPLES

HUD has spent two years addres51ng management deficiencies
. that accumulated over the past 15 years. HUD must continue to
 streamline decision- -making and 1mprove customer serv1ce
throughout the country.

, HUD must rebulldllts capacity to serve communities, and HUD
has begun this to do this by changing its organizational
structure and 1nst1tut1ng new systems to assure performance

_accountablllty w

: HUD must refashlon itself -as an entrepreneurlal efficient,
leaner organlzatlon,‘commltted to enhanc1ng product1v1ty through
'tralnlng and investment in technology

\

PROGRESS-TO DATE

HUD is establlshlng a performance drlven organlzatlon
des1gned to achieve clear missions, committed to attaining
measurable results and managed through a strategic performance
system that integrates budget, policy, personnel, and
organlzatlon to. focus on performance .

!

HUD -has turned 1tself into a "rlght side- up“ organization,
‘where field offices are the building.blocks of the: organlzatlonal
‘structure. and where the reglonal layer of administration is
eliminated. HUD's approach is team-oriented, worklng in
partnership with communities, respectful of the ideas of -
community providers. o ' ' :

_ | . . _ .
. Longstanding!deficiencies in Yesource management practices
are already being'corrected and an internal consulting capac1ty
"to help managers implement changes in programs and support
reinvention is belng developed

'

. HUD has 1nvested in 1ts workforce and 1mproved workplace

" conditions through collaboration with the: Department’s union

partners and the establishment of an acadeny to train employees

.~ In accordance ‘'with the President’s Executive Order, HUD signed
natlonal partnershlp agreements with the unions, AFGE and NFFE.

HUD has . placed a prlorlty on Equal Employment Opportunlty
and the Afflrmatlve Employment Program to demonstrate respect for,
diversity. - : '

[

Natlonw1de'EEO Traihing for all managers, and diyerslty
training for all fleld office staff. have been. establlshed

HUD has 1nvested in tralnlng for employee product1v1ty ‘and
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performanCe,by'eStablishing'a HUD Training Academy, Individual
Development Plan, and partnerships with the University of
-DiStrict_of Columbia and the University of Maryland.

- A Strategic Performance System ‘that tracks commitments and
progress has been created _ .

\ . . R
HUD is developing and 1mp1ementing a departmentw1de
_ framework to.correct longstanding deficiencies in resource
management practices, and systems to protect against fraud, waste
and abuse have been set up. - :

TRANSITIONS.. 1995

HUD will impiement.a'new performance management system that
is fully integrated with HUD’s strategic¢ and operational plans,
and that assures management accountability for results; reduce
costs and improve outcomes of HUD’'s operations and services;
develop and 1mp1ement a mid-level career development program, and
upgrade all aspects of technological 1nfrastructure :

The Office of Administration will be reorganized to support
the Natiomal Performance Review objectives, to enhance customer
service, and to serve as -an in-house ‘consultant service for the’
Department- -wide reorganization

1996 AND BEYOND
Administration will continue to refine and develop its

support to ensure:'a high level of customer service as the
-Department is restructured. : .






