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National Performance Review (NPR) Performance Agreements 

I talked with Carolyn Lukensmeyer of NPR today about the timetable for 
the NPR--perfoTffiance agreements. Carolyn i s coordinating the process for NPR. 
The timetable s t i l l c a l l s for the signing of these agreements by November. 
Presently, we have three agreements pending, HUD, Interior, and GSA. Brian, 
Donsia, and Mike are takjijng--Jthe~-lead--On responding to the I n t e r i o r agreement, I 
w i l l work on HUD w±th Donsia__and-Stan-,--^nd I guess I w i l l handle GSA as well, 
unless there are any~~other.,^takers. The agreements we can expect i n the next 
week or so should be from Leibor, Agriculture, and Justice. 

I would l i k e to suggest the following process i f t h i s makes sense to 
everyone. I w i l l get copies of the draft agreements from the agencies and w i l l 
distribute. Since many of us handle the same agencies, we w i l l 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 l i k e i t i f we could coordinate 
any comments that require a j o i n t response with the NEC. I am happy to help coo 
rdinate that 
process with Peter Yu of the NEC. I t would be great i f everyone could give me a 
copy of the memo so I can provide Carol with a set and keep another f i l e of a l l 

of them over here for reference . 



Performance Agreement ,i f^i 'j 

Between '^^^^^ 

The President of the United States/u^Af^ryf^ 

William Jefferson Clinton ver^fprvf^^ 

And 

The Secretary of Housing and . L 
Urban Development ^^^^^ 

Henry G. Cisneros ^^^^ 

September , 1993 S'Spf 

Washington, D.C. /y^A^u)^^ 



Section Three: Declarations of Obiectives bv the Secretgry 

To accomplish this 
Objectives are declared by 
Department: 

n. as guided by these Principles, the following 
enry G. Cisneros, as Secretary, on behalf of the 

Objective: 

Objective: 

Objective: 

Objective: 

Objective: 

Help more homeless persons and families twogfeW-te permanent 
housing through local HUD-assisted comprehensive homeless 
systems. 

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. 

Reform the Federal Housing Administration so that it once again 
becomes a positive force for developing affordable housing; 
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. 

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. 

Empower communities by working in partnership with State and local 
governments, community-based organizations, and the private sector, . 
to create jobs and appreciably Improve the quality of urban life. • - \ 

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. y w / 7 ^ 

scp<^^Jij ^k^Y ^ t l i n'=>î  rv -̂ 'o^ .̂ 



Objective: Help more homeless persons and families progrssn lln permanent 
Obiective. ^̂ ^p ^^^^^^^ ^̂ ^̂ ^ HUD-assisted comprehensive homeless systems. 

Priority: 

pilHi' lr\eO^ 

. Structure Federal homelessassistance to i»sure appropriate 
serv ice5a«44*et«m9^.&^^ 

—• 
service:)d4iu IIUUJIHU HUUUU W~ ^ -rk.-.. 
and families through a new -continuum-of^care^afififoacl^^ 
approach recognizes that homelessness/epTHints the most 
extreme breakdown of our housing and social services system. 
Many homeless persons face multiple barriers toindep§p^ 
TlvTngTf^E]^^ '•"ness; lack of ^^^}^^^}$^^!^^^^J^IJ 

mo I 

i r 

-ti^hTrf[pW."^'e-continuum-of-care concept 
m^ss into a system, assesses needs and provides^he»« T"^ 
<S4«o«e-with a full range of services,-H-«a^ needed;to regain 
independent living and help^ensure transition into permanent/^^^ 
housing at whatever point the person is ready. //j^a^T^jL 

As chairman of the Interagency Council on the Homeless (ICH). t~ f^^— 
the Secretary will work with Health and Human ServiMS^e M ^ v f ^ . 
Veterans' Administration, the Department of Labor.>^nd ^ ^ ' ^ ' f : ^ y < ^ 
agencies serving the homeless to move Federal assistance ^ ^ ^ J , , r 
toward the continuum-of-care approach. The system would be ^ 
developed and implemented through the cooperation of State and 

s local government agencies, nonprofit provider organizations, 
° . . . . ; Knmolocc nprsons. Ctik 

, ; ' s local government agencies, nonprofit provider organizations , L 
I U J a . o n s , private businesses, ^ - ^ - ' - p e r s o n s 

T r ^ ^ ,r(%^ greater! 

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 J,*^^^„^'" 
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. 

"^^lU^"^' ^Priorities: 

Increase the quality of public housing units available to meet the 
housing needs of lower income families and achieve earlier 
construction completions. ^ 
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SUBJECT: HOUSING AND URBAN DEVELOPMENT Proposed 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 on the above subject before 
advising on Its relationship to the program of the President. 

Please advise us If this item will affect direct spending or receipts for purposes of the 
"Pay.As-You-Go" provisiohs of Title XIII of the Omnibus Budget Reconciliatibn Act of 1990. 

COMMENTS: Secretary Cisneros proposed testimony for the VA, HUD and Independent 
Agencies Subcommittee of the Senate Appropriations Committee Hearing 
TOMORROW^ If we do not hear from you by 3 p.m., we will assume that you 
have no comments. ^ ^ 
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RESPONSE TO LRM NO: 77 
LEGISLATIVE REFERRAL MEMORANDUM FILE NO: 82 

If your response to this request for views is simple (e.g., concur/no comment), we prefer that you respond bye-mail or 
by faxing us this response sheet. 

If the response Is siniple and you prefer to call, please call the branch-wide line shown below (NOT the analyst's line) 
to leave a message with a legislative assistant. 

You may also respond by: 

(1) calling the analyst/attorney's direct line (you will be connected to voice mail if the analyst does not answer); or 
(2) sending us a memo or letter. 

Please include the LRM number shown above, and the subject shown below. 

TO: Anna BRIATICO 395-7887 
Office of Management and Budget 
Fax Number. 395-6148 _ 
Branch-Wide Line (to reach legislative assistant): 395-7362 

FROM: • • pate) 

• (Name) 

• . • ••' • (Agency) ' 

' . • (Telephone) 

SUBJECT: HOUSING AND URBAN DEVELOPMENT Proposed Testimony on Agency Management 

The following is the response of bur agency to ybur.request for views on the above-captioned subject: 
Agency Management 

Concur 

No Obiection 

' No Comment 

See proposed edits on pages 

Other - • • ' 

FAX RETURN of pages, attached tp this response sheet 
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January 17,-I9a>5-, 

Draft I testimony for seer etairyBeary o. Cisneroe 

Mr. CHalnnan and menberB of the committee, I would like to 
thank you for this opportunity to appear before you today. I 
congratulate you, senator Bond, on assuming the chair of thie 
important StJboommittee; and I thank you, senator Mikulski and 
other Senators returning to lAe subcommittee for your assistance 
and your fairness. I look forward to working with you and the 
new Members of I the Subcommittee in this congress. 

Nr. Chairinan, I welcome this series or hearings on the 
Department of Housing and Urban Oevelopment. They come at a 
critical time and opportune moment in HUD's history — a moment 
when a confluence of events is driving what promises to be the 
most far-reaching reform of federal housing and urban policy in 
60 years. • •. .p. 

A number of fact:ors have converged to compel, a top-to-bottom 
review and restructuring of HtJD. 

First, I believe there is growing consensus — among 
conservative and liberals alike — that federal programs must 
devolve xoiaximum flexibility to decisionmakers at the state, local 
and neighborhbod levels. From this perspective, HUD programs 
s t i l l remain too prescriptive, too federally driven, too 
inflexible. 

Second, I believe there is a growing consensus thiat federal 
prograsis should give low and moderate-income families, to the 
greatest extent practicable, maximiTn choice to make decisions 
about their lives. Many HUD programs are also found wanting on 
this score; by providing resources to projeRtn, they simply do 
not give residents the power to decide where to live. 

Third, innovations in capital markets have revolutionized 
the finanoing of affordable housing and mandate a change in thn 
way the Federal Housing Administration operates and relates to 
the private «eotor. 

Finally, Hr. Chairman, the budget impOrative — t h e need to 
control federal spending to reduce the deficit and free federal 
resources for middle-class tax relief — dictates that wo mulct 
find ways of serving HUD's mission at lower cost. 

These converging factors have forced the issue about.hov HUD 
should operate, and frankly, whether KUD should exist at a l l . 
Clearly, the second question demands an answer fir s t . 

Nr. Chairman and members 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 
throughout the country s t i l l need HUD today. KUD undertakes 
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vital tasks which no other federal department assumes — 
strengthening the economies of cities and smaller communities; 
forging a cohesive, national housing policy; and meeting the 
housing needs of the most vulnerable among us, including the 
homeless, people with disabilities and the frail elderly. 

The disOAntling of HDD would risk federal abandonment of 
these important national bonoems and vould, in my strong 
opinion, be a tragic mistake* 

We s t i l l need HtlD, Nr. Chairman today, more than ever. 
But we need a radically different HUD. And that is why ve have 
proposed dramatic, sweeping changes in the way the department is 
structured and the way i t operates. I would like to take a few 
moments of thejCommittee's time to outline these changes. 

Our proposed restructuring of HUD— our reinvention 
blueprint — hias three basic components: consolidation of a l l of 
HUD̂ s existing programs into three performance-based funds; a 
complete transformation of public housing; and the transformation 
of FHA into an entrepreneurial, goVemment-oymed corporation. 

With regard to program consolidation,:our proposals have 
drawn heavily on iihis Appropriation Subcommittee's own FY 1994 
report, which for the first time identified the problem of 
proliferating iprcigrama at HUD. We've also drawn on the National 
Academy of Public Administration's (NAPA) report which 
corroborated the need to reduce and better fbciin otir programs. 
And finally, we've relied on an internal HUD Inspector General's 
report, which identified a series of options for program, 
consolidation; and which I will make available to the committee 
today. j 

We propose, by fiscal year 1998, to consolidate €0 major HUD 
programs into I the following 3 performance based funds., 

Housiag certifioates for Families and Individuals/ to 
provide direct assistance to low-income households for affordable 
rental housing and for homeownership. All current public housing, 
assisted housing, and Seotion 8 rental asBietance programs would 
be combined into this fund, which would be administered by local 
and state goverxuMsnts. 

The Affordable Housing Fund, to support development and 
rehabilitation of affordable housing. All current Htn} grant 
programs for production and preservation of housing for low- and 
moderate-income households would be rolled into this fund, which 
would also bS| administered by localities and states. 

The cemmuaity opportunity Fund, to stimulate community 
revitaiization. All current HUD grant programs for community 
economic development —> including Community Development Block. 
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Orants and Scononic Development Initiative 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. 

All these Ifurids 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 people 
find housing, who produce more affordable housing and more 
business growth and job opportunity — w i l l be rewarded with 
bonuses and increased flexibility. Poor performers would not 
receive extra funds. In extreme cases, their funding cpuld be 
reduced and reallocated to other recipients. As much as we can, 
we want to build real-world market incentives into these funds. 

Our proposal to daite 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, a l l these activities — 
a l l 6f them — will either be consolidated into the 3 new funds 
or terminated. I 

Mr. Chairman, markelt incentives also inform bur proposal to 
trsBsform publie housing. When program consolidation In 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 
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 t^heir 
business. Hell-managed authorities will survive; poorly run 
authorities will have to shape up or go. under. 

I- . . • • • ' - ' • 
That is tke endgame of publio housing transformation, Mr. 

Chairman. There will be a transition period. In FY 1996 and PY 
1997, we are proposing to consolidate a l l 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 tb 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 neŵ  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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Finally, Mr. Chairman, we are proposing to completely recast 
FHA. Me want to transform i t from a slow-moving government 
bureaucracy into a streamlined, market-driyen, government-owiiea 
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. 

Since we fi r s t announced our plan to consolidate HUD's many 
programs into three funds last month, there have been many 
questions raised about what this would mean for the priorities we 
set for the Department two years ago: expanding homeownership and 
affbrdable rental housing opporttinity; reducing homelessness; 
transforming publio housing; opening housing markets; and making 
our cities stronger and revitalizing distressed communities. Mr. 
Chairman, as the changes we are proposing for publie housing 
illustrate, these priorities have gained new primacy in this 
reinvention plan. 

: Ne have prepared a report, A Place to Live i s 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 local i t iftA and states — 
under consolidation. I will leave a draft copy of this report 
with the conmittes today. 

Mr. Chairman, two additional questions have been raised 
about HUD's reinvention plan since its release — what is its : 
impact on the budget and how does i t relate to HUD's management 
deficiencies. 

As I said before, one of the factors driving HUD's 
reinvention is the imperative to reduce the deficit and'prbvido 
tax relief fof middle-class working families. We have taken this 
imperative seriously throughout the FY 199C budget proceee end 
have attempted tb find innovative ways of reducing the cost of 
HUD's programs and responsibilities* 

The reinvention blueprint presents a profound change in the 
logic of federal housing policy and will generate significant 
budget savings over the next five years. 

The consolidation of HUD programs into 3 performance based 
funds and thS move towards an FHA corporation will obviate the 
need for the current numbers of HUD staff and field offices. 
What HUD staff do, how they do i t and where they do i t will be 
inexorably altered oy this ambitious restructuring. 

Thus, as tihe President announced last month, more than $800 

'4- .' 
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million in administratiye expenses alone will be eaved ovor the 
next'five year^.. 

The reinvention blueprint also entails a marked shift away 
from MUD'S traditional philosophy of preserving an ever expanding 
inventory of affordable housing and towards policies that empower 
low income families (particularly working families) and 
discipline owners and managers of affordable housing through the 
power of the market. HDD's budget in the future will be driven 
less by the needs of a given project and more by what makes the 
most sense — for families, for neighborhoods, for taxpayers. 

•. i 
Key HUD policies — on preservation of the older insured • 

stock, one-for-̂ one replacement of public housing, rent levels in 
the older assisted inventory, admission rules in public and 
assisted housing— will, therefore, be altered to reflect this 
fundamental change in philosophy. When combined with program 
rescissions and reductions, HUD savings will climb to xx billion 

I over five years. 
i' • • "••..'•' •' • • •. ... ,. • . - . 

This is obviously not the time for a full budget discussion. 
Our FY 1996 budget will be released on February 6th; I will be 

I more than pleased to return at that time and give a full 
explication of our-decisions* 

I Mr. Chairman, I know I will be followed today by HUD's 
Inspector General and witnesses from 6A0 and NAPA, and I 

! understand that much Of the discussion will focus on management 
i issues. Nr. chairman, we take those issues and the concerns 

raised by the IG, iSAO and MAPA very seriously, and our 
1 consolidation and reinvention proposals further our efforts to 

remedy the Department's serious management deficiencies. 

i I believe we are making steady progreee towards creating a 
new management culture at HUD — particularly given the magnitude, 
of the probleao we inherited, the breadth of the reforms WA ere 
undertaking and the tight fiscal environment in which we operate. 

1 several accomplishments are particularly noteworthy. 
: i • • . •' • . . • • - ' ' •' • • • . • ' . 
I HUD'S multifamily disposition orisis ~ front page news a 

year and a half ago — is now under control. As you will recall, 
multifamily properties owned by the Department had ballooned to 
170 by the end̂  of 1992. The system was near collapse ~ with 
properties coming in to the inventory faster thon IIUD could sell 
them. With ttie aid of statutory relief and greater resources, 
that inventory 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 
thess properties, the neighborhoods in which they are located and 
the American taxpayer. 

The elimination of HUD'S regional review function is now 
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near completion. Reorganization has eliminated confused lines of 
authority, enhanced communication and reduced layers of review 

i , and approval to improve customer service. 

•jne downsizing of mnj's staff is also being managed in a 
prudent, responsible way. ftUD's FTE levels have declined from 
13,500 to 11,900 as a result of caps imposfsd by the 
Administration and additional budget cuts made by the Congress. 

•I- . , ' ,' •- . . 

Clearly, we have a long way to go, particularly with respect 
to the systemic weaknesses in the areas of management control 
environment, resource management, and data systems. Correction 
of these deficiencies is essential if HUD is to serve the needs 
of America's families and communities effectively and 

':!.' efficiently. • _ 

i HUD also, despite our best efforts, continues to suffer from 
a culture of micromanagement. That is why I recently directed 
our General Counsel to undertake an expedited review of HUD's 

i regulations —focusing on finding alternatives to regulations, 
I restraining HUD from rulemaking where unnecessary and, where 

rules are appropriate, emphasizing guidance that decontrol local 
; I actors. 

But Mr. Chairman, as serious as HUD's management problems 
remain, i t is important to view them in the context of the recent 

j past, and to understand how much HUD has already changed for the 
i better. Ten years ago, HUD was literally for sale. Well 

connected developers and lobbyists were able to subvert 
competitive processes for their persona1 gain. That era of ^ 
disgrace has hopefully ended and will be Virtually impossible in 
a reinvented HUD Where funding decisions are made at: the local 
and State level. 

Mr. Chairman and members of the committee, we have made 
substantial progress in reforming HtTO's management under th© 
current program structure. I believe our actions to date have 
demonstrated our ability to tako thie agency through a difficult 
yet critical ttansition. i t is my hope that we have earned your 

j. trust, to complete the course. 

i ^ 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* •• • — i. . ' • : 

. ' i 



DRAFT 

A Place to Live is a Place to Start: 
A Statement of Principles for Changing HUD 

to Meet America's Housing Priorities 



This is a statement of principles which will be followed by-
specific, implemehting legislative proposals in February. The 
purpose of this report is to explain HUD's priorities and how 
they will be affected by the Department's transformation. 



I DRAFT PRESIDENTIAL MESSAGE 

The American!people want and deserve a federal government 
that works f o r them, helping them improve t h e i r own l i v e s . But 
with the p r o l i f e r a t i o n of programs, complex regulations and 
cumbersome bureaucratic procedures, the government has too often 
stymied l o c a l innovation and constrained l o c a l communities' 
a b i l i t y t o solve t h e i r own problems. 

.Today, communities across our nation s t i l l need federal help 
tp ensure that a l l Americans can f i n d decent, affordable housing 
i n safe, clean neighborhoods. Communities throughout America 
s t i l l need federal resources -- which they can match with t h e i r 
own public and'private resources -- to spur business development 
and job growth, and to help everyone who i s w i l l i n g to work f i n d 
jobs i n our r a p i d l y changing economy. The Department of Housing 
and Urban Development i s uniquely suited to provide t h i s 
assistance. HUD i s the only federal agency that i s e n t i r e l y 
focused on the housing and economic development needs of our 

, large and small urban communities,, and p a r t i c u l a r l y on the needs 
of the very poor, 'and low-income working families. 

But f o r HUD to serve our communities the way the American 
people expect i t t o , i t must change. Secretary Henry Cisneros has 
accepted t h i s challenge and i s transforming HUD i n t o a r e a l 
working partner with people and communities. He i s changing the 
way HUD works w i t h the private sector and a l l levels of 
government, c u t t i n g red tape, reducing costs and making the 
Department t r u l y responsive to l o c a l communities' r e a l needs. 

; Together, Secretary Cisneros and I have made a commitment to 
revolutionary change at HUD, and t h i s document describes our 
v i s i o n of a new, entrepreneurial Department. But i t i s more than 
a v i s i o n statement; i t i s a plan f o r action, s e t t i n g out the 
d e f i n i t i v e steps that, w i l l transform HUD i n t o a strong and v i t a l 
partner o,f America's .communities. 



Draft Secretary's message 

President Clinton has proposed dramatic changes which w i l l 
r i a d i c a l l y a l t e r the way the Department of Housing, and Urban 
Dievelopment serves America's communities. I believe strongly that 
these changes w i l l r e s u l t i n an agency that i s f u l l y responsive 
to l o c a l needs and supportive of l o c a l e f f o r t s to help .people 
improve t h e i r own l i v e s ; 

This report, "A Place to Live i s the Place to Start: A 
Statement of Principles f o r Changing HUD to meet America's 
Housing P r i o r i t i e s , " i s intended to answer three questions: 

e How i s the Department of Housing and Urban Development 
changing to meet t|he needs of America's commimities? 

e What w i l l these changes mean f o r the p r i o r i t i e s which the 
Administration has already set f o r HUD? 

e How w i l l HUD conduct i t s ongoing business as i t transforms 
i t s e l f i n t o a leaner organization whose job i s to lead rather 
than prescribe? ! 

HUD has a v i t j a l mission to perform: making America's 
communities better, places to l i v e by supporting l o c a l e f f o r t s to 
expand affordable housing, homeownership and job opportunities. 
HUD was established 30 years ago because Congress recognized that 
mkny communities needed federal help. Congress decided then to 
consolidate federal housing and urban development e f f o r t s i n one 
department to sharpen t h e i r focus, maucimize their.impact and 
strengthen the creative, cooperative relationships between the 
federal and state and l o c a l govemments that are v i t a l to real 
change i n l o c a l communities. 

In the intervening decades, m i l l i o n s of Americans have 
benefited from HUD programs-. 

e The Federal Housing Administration, which HUD runs, has 
insured new mortgages and refinanced loans for. more 
than 17 m i l l i o n homeowners., 

e Approximately 7.3 m i l l i o n people have l i v e d i n public 
housing supported t^^ HUD subsidies. 

' e Nearly 12.5 m i l l i o n households -- including m i l l i o n s of 
senior c i t i z e n s and people with d i s a b i l i t i e s -- have 
l i v e d i n ; p r i v a t e l y owned, federa l l y assisted 
mu l t i f a m i l y r e n t a l housing developments. 

' i ' . 

e About 6.5 million'households have used Section 8 
c e r t i f i c a t e s and vouchers to obtain affordable rental 
housing on t:he open • market. HUD provided f i n a n c i a l 

; . i i 



assistance to r e h a b i l i t a t e 1.6 m i l l i o n owner-occupied 
homes ahd 750,000 apartments, f o r low- and moderate-
income Americans. 

e More than 70,000 units of housing f o r Native Americans 
have been b u i l t and another 10,000 un i t s are i n 
development. 

Today, there are those who c a l l f o r the dismantling of HUD. 
But that would be;a t r a g i c mistake. There are things that no 
other federal department does which would be l o s t i f HUD. were 
dismantled and i t s various functions spun o f f to other agencies. 
Furthermore, the effectiveness of federal e f f o r t s to strengthen 
our communities i s enhanced when they are combined. Today,. HUD 
strengthens communities by: . 

e Helping Americans b u i l d communities of opportunity by 
providing federal resources i n a way that cincourages 
the f u r t h e r leveraging of p r i v a t e resources and 
engagement of, business and nonprofit organizations i n 
l o c a l i r i i t i a t i v e s f o r change; 

I ' • • * e Making affordable housing serve as a s t a r t i n g point f o r 
families s t r i v i n g toward s t a b i l i t y and s e l f -
sufficiency, encouraging and rewarding work and 

j education and promoting secure environments f o r 
fam i l i e s ; 

e Helping meet the housing needs pf oiir nation's poorest 
and most vulnerable people, such as the homeless, f r a i l 
e l d e r l y |and the disabled; 

i ' ' . • . ' 
e Advocating f o r the housing sector, an industry that ds 

v i t a l to the nation's economy and f i n a n c i a l health, and 
helping the private housing market meet the heeds of. 
more Americans f o r affordable homeownership and r e n t a l 
housing;' 

e Assertin'g and strengthening the ro l e of c i t i e s and 
greater metropolitan areas i n the national economy and 
i n the furtherance of national ideals, such as r a c i a l 
i n t e g r a t i o n and f u l l economic opportunity for a l l 
Americans; and ,i 

e Protecting Americans' r i g h t s to f a i r housing and equal 
opportunity, as guaranteed by law and the Constitution. 

' When a l l these goals are pursued by a single agency l i k e 
HUD, with i t s unique perspective and mission, the whole l i t e r a l l y 
becomes greater than the sum of i t s parts. , 

As c r i t i c a l as HUD's mission i s , and as great as the need 

i i i . ' • 



f o r HUD's unique perspective remains, the Department does not 
deserve to stay i n business unless i t changes the way i t dpes 
business. When I came tP HUD two years ago, I found an 
organization almost incapable of doing i t s job because i t was 
more interested i n bureaucratic process than r e s u l t s , s l a v i s h l y 
l o y a l t o non-performing programs, and d i s t r u s t f u l of creative 
i n i t i a t i v e s 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 i n 
c p l l a b p r a t i p n with ,uniph partners, the Administratipn has been 
wprking hard since 1993 t c turn HUD arpund. We have made 
s i g n i f i c a n t progress: We have streamlined programs, done a better 
job of g e t t i n g resources to communities and reduced our overhead, 
c u t t i n g HUD's workforce 11 percent -- from 13,500 to 12,000 
employees i n two years. Step by. step, we have been transforming 
HUD i n t o a custpmer-oriented, perfprmance-driven organization 
that i s more responsive to l o c a l needs. 

Our ongping e f f p r t s tp change HUD have been driven by key 
p r i o r i t i e s which we i d e n t i f i e d early on as centr a l to the 
Department's mission: reducing homelessness; changing public 
housing; expanding homeownership; expanding the stock of 
affordable r e n t a l housing; preserving the stock of HUD-assisted 
r e n t a l housing; opening housing markets; supporting community-
based, nonprofit development e f f o r t s ; and r e v i t a l i z i n g the cores 
of our nation's large c i t i e s . These p r i o r i t i e s w i l l gain new 
primacy under President Clinton's proposals^ which represent the 
bold endgame of aireinvention process that began i n January, 
1993. .' , ' . 

Under the President's proposals, 60 narrowly defined HUD 
operational programs w i l l be consolidated i n t o three performance-
based funds by 1998. One of the funds would consolidate HUD 
programs f o r community economic development i n t o a single 
Community Opportunity Fund- The other two funds would be deyoted 
to c arrying out HUD's h i s t o r i c a l low-income and affordable 
housing missions one by funding portable r e n t a l assistance to 
enable recipients to obtain decent housing i n the private market, 
and the other by .funding l o c a l and state i n i t i a t i v e s to expand 
the supply of affordable housing. • ' .••) ' ' 

The President has also proposed to end federal subsidies to 
public housing a u t h p r i t i e s . Instead, public housing residents 
would receive portaiale r e n t a l c e r t i f i c a t e s , permitting them to 
remain i n t h e i r current units or to seek better housing 
elsewhere. This would force housing a u t h o r i t i e s to compete with 
p r i v a t e landlords f o r 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 
l o c a l cost of decent housing. 

' i v 



F i n a l l y , President Clinton has proposed to t u r n the Federal 
Housing Administration, which has insured home loans f o r millions 
of working families, into a government-owned corporation which 
w i l l run more l i k e a business than a bureaucracy. 

These changeis w i l l give l o c a l communities maximum . 
f l e x i b i l i t y to combine federal resources w i t h t h e i r own public 
and p r i v a t e resources,to support l o c a l i n i t i a t i v e s that make a 
r e a l difference i n people's l i v e s . They w i l l put tangible results 
f i r m l y ahead of bureaucratic process both at HUD and i n 
communities from coast tp cpast and bprder tP bprder. They w i l l 
enable HUD tp t r u l y f u l f i l l the mission set f o r the Department 30 
years ago when i t ! was charged to ensure that every family i n 
America can l i v e i n d i g n i t y i r i a decent home, i n a neighborhood 
f u l l of pride, a community replete with opportunity and a c i t y . 
burgeoning with promise and hppe. 

There i s np doubt abput the need tP strengthen America's 
communities today. I f there were no,U.S. Department of Housing 
and Urban Development, Congress would be under enormous pressure 
to est:ablish pne.! I f HUD were tp be disbanded, i t s unique fpcus 
oh the problems of urban communities, large and small, would be 
l o s t and i t s mission nearly impossible to achieve. 

Thousands of! communitiies, and m i l l i o n s of people across 
America s t i l l need HUD̂ s help, and HUD must do b e t t e r by them. As 
President Clinton has t o l d us repeatedly: "We can do better." 
With enactment of!the President's proposals, we w i l l . 

V 



Accelerating HUD's Reinvention 



;ACCELERATING HUD'S REINVENTION 

The overhaul; of the Department of Housing ahd Urban 
Development begun i n January 1993 must be accelerated, and 
r e i n v e n t i o n must be expanded, i n order f o r HUD t o achieve i t s 
mission. Our pl a n f o r completing the r e i n v e n t i o n of HUD has three 
components: 

OVERVIEW I 
I ,. '. 

i; . Consolidate programs euad move to performance-based fxinding 
1 . . - . • • 
I 

Reinvention Would consolidate. HUD's 60 programs i n t o three 
f l e x i b l e , performance-based funds: Housing C e r t i f i c a t e s f o r 
Families and Individuals,; the A f f o r d a b l e Housing Fund; and the 
Community Opportunity Fund- These funds would give mayors and 
governors the f l e x i b i l i t y t o develop l o c a l demand and supply-side 
housing and community investment s t r a t e g i e s t h a t , by t h e i r 
nature, v a r y from | j u r i s d i c t i o n t o j u r i s d i c t i o n and change from 
y e a r , t o year. -

Reinvention would be an exercise of responsible d e v o l u t i o n . 
L o c a l i t i e s and s t a t e s would be r e q u i r e d t o design and implement 
plans t h a t are co n s i s t e n t w i t h n a t i o n a l o b j e c t i v e s (e.g. income 
t a r g e t i n g , f a i r hpusing, cpmmunity-based p a r t i c i p a t i o n , a t t e n t i o n 
t o s p e c i a l populatiions) . L o c a l i t i e s and st a t e s would al s o be held 
accountable f o r t h e i r a c t i o n s ; performance measures would, be used 
t o help both communities and the Federal government evaluate 
r e c i p i e n t s on t h e i r r e a l progress i n meeting community investment 
and housing needs.; 

I I . Transform public housing 

Reinvention would end the cu r r e n t p u b l i c housing system, 
which simply has hot worked f o r too many people or communities, 
e s p e c i a l l y i n ̂'somel of our l a r g e r m e t r o p o l i t a n areas . HUD would 
convert o p e r a t i n g subsidies f o r p u b l i c housing agencies t o r e n t a l 
assistance f o r r e s i d e n t s , who would be f r e e t o choose t o s t a y ' 
'where^they are or seek housing i n t h e p r i v a t e r e n t a l market. 
Public housing agencies would then be compelleid t o compete'in the. 
marketplace f o r low-incpme,residents. Well-run agencies would 
s u r v i v e as p r i v a t e , n o n p r o f i t o r g a n i z a t i o n s . Poorly run agencies 
would go out of- business. , 4 

I I I . Create an e n t r e p r e n e u r i a l , governinent-owned FHA c o r p o r a t i o n 

Reinvention would transform the Federal Housing , 
A d m i n i s t r a t i o n i n t p a government-owned c o r p o r a t i o n , thereby 
enhancing the a b i l i t y of the p u b l i c and p r i v a t e sectors t o expand 
homeownership o p p o r t u n i t i e s and a f f o r d a b l e r e n t a l housing f o r . 
mi'llions of Americans. The new FHA would become a- model of a 
government t h a t i s . streamlined, downsized, e n t r e p r e n e u r i a l and 



accountable -- using public private partnerships and market 
mechanisms to achieve i t s public purposes. 

These proposed changes share a set of common-sense 
pr i n c i p l e s and philosophy. , -

Low- and moderate-income families should have greater power 
to make decisions! about t h e i r l i v e s , and government should 
support t h e i r guest f o r s e l f - s u f f i c i e n c y . 

Public and asSisted-housing rules have locked families i n t o 
substandard housihg, impeded t h e i r a b i l i t y t o l i f t themselves t o 
b e t t e r l i v e s and allowed badly managed agencies and absentee 
owners to operate; with impunity. Federal p o l i c y must serve 
people, not i n s t i t u t i o n s . 

Decision makers at the neighborhood, l o c a l and state levels 
should have maximum f l e x i b i l i t y . 

Local leaders know best how to set and achieve community 
development and housing goals. In recent years, l o c a l capacity to 
solve problems has grown as state and l o c a l government, private 
industry,, nonprofit organizatipns and cpmmunity-based groups 
throughout the nation have formed creative, partnerships to 
promote affordable housing and economic growth. Federal p o l i c i e s 
must support l o c a l e f f o r t , l o c a l partnerships and encourage f u l l -
engagement of l o c a l public and private resources. 

The verv character of HUD must change i f the reinvention of 
p o l i c i e s and programs i s to succeed. 

T r a d i t i o n a l federal'solutions have been top-down, 
bureaucratic, complex and overly p r e s c r i p t i v e . The federal 
government must become a true partner- f o r change i n communities, 
f a c i l i t a t i n g rather than prescribing. HUD must act p r i m a r i l y as a 
clearinghouse f o r innovative solutions, sharing information with 
funding r e c i p i e n t s about new models of housing finance, and 
providing technical support tP gpvernment, cpmmunity-based 
groups, and others. 

The federal gpvernment has a necessary r o l e to play i n 
upholding Americans' fundamental Constitutional and legal r i g h t s . ! .- • ' 

Protection of Americans' rig h t s to f a i r housing i n places 
where l o c a l community practices and p o l i t i c s have permitted 
housing discrimination i s a prime example of the heed for 
continued federal leadership. Racial m i n o r i t i e s , people with 
d i s a b i l i t i e s , and" families with children have a l l been victims of 
discrimination at,the l o c a l l e v e l . There are times when the 
federal government must step .in as the ultimate guarantor of 
fairness and due process, and when local o f f i c i a l s must r e l y on 
the c l a r i t y of federal standards and the c e r t a i n t y of enforcement 



to move a community to follow a, j u s t course. 

One of the greatest challenges to America's urban future i s 
the persistent concentration and i s o l a t i o n of poor people and 
min o r i t i e s i n the!central c i t i e s of our greater metropolitan 
areas. 

Meeting t h i s ' challenge requires iserious e f f o r t s to increase 
housing choice f o r the working pppr. Barriers to m o b i l i t y must be 
eliminat:ed, and metropolitan and regional c o a l i t i o n s must be 
engaged i n f a i r housing, employment and education strategies. 
There i s no scenario i n which the nation's c i t i e s can be 
r e v i t a l i z e d without re a l dedication to resolving these issues. 
And transcending t:he fate of our c i t i e s , our national ideal pf 
r a c i a l harmony i n j.a c i v i l society requires us to redouble our 
e f f o r t s to reverse housing patterns which divide Americans by 
race, income and c l a s s . . . 



FUNDAMENTALS OF REINVENTION 
I . • • . . • 

I . Program Consolidat:ion eind Performance-Based Funding 

Reinvention would consolidate HUD's 60 programs i n t o three 
f l e x i b l e , performance-based funds: 

• Housing C e r t i f i c a t e s f o r Families and Individuals to provide 
housing assistance f o r rental•and homeownership, 
opportunities. A l l . current public, housing, assisted housing 
and Section 8 re n t a l assistance programs would be combined 
i n t o a single housing-assistance fund administered by l o c a l 
and state governments, which would issue housing 
c e r t i f i c a t e s ! t o low-income people. This assistance, based on 
loc a l r e n t a l housing costs, would become the p r i n c i p a l means 
fo r meeting the housing needs of low-income families and 
indiv i d u a l s , |Who would have maximum housing choice: the 
power to move. 

• • • j • 
• Affbrdable Housing Fund to support development and 

r e h a b i l i t a t i o n of affordable housing. A l l current HUD grant 
programs f o r jhousing production and r e h a b i l i t a t i o n , 
including HOME, housing f o r the el d e r l y and persons with 
d i s a b i l i t i e s , ; housing counseling and the National 
Homeownership Fund, would be consolidated i n t o a single fund 
to provide l o c a l i t i e s and states with f l e x i b l e , formula 
grants f o r acquisition,, r e h a b i l i t a t i o n and construction of 
affordable housing and f o r homeownership e f f o r t s that help 
s t a b i l i z e distressed communities. Resource a l l o c a t i o n under 
the Affordable Housing Fund would be the same as under the 
HOME program:' 60 percent f o r l o c a l i t i e s and 40 percent f o r 
states. 

• Community Oppbrtunlty Fund to stimulate community economic 
r e v i t a i i z a t i o n . Current HUD grants f o r community economic 
development including Community Development Block Grants 
(CDBG) and Economic Development I n i t i a t i v e (EDI) grants 
would be. consolidated i n t o a single fund to help l o c a l and 
state governments meet the most c r i t i c a l economic and 
re v i t a l i z a t i o i n needs of distressed communities, with a 
national set-aside f o r Native Americans. This consolidation 
would replace! e x i s t i n g , multiple community economic 
development programs -- ,j\?ith t h e i r separate requirements,, 
applications, formulas ,and'monitoring --. with a single 
source of funds, with simple rules and c r i t e r i a f o r use. The 
all o c a t i o n s p l i t between l o c a l i t i e s and states would be the 
same as under! the CDBG program: 70 percent f o r l o c a l i t i e s 
and 30 percent' f o r states. , -

The new, performance-based funding w i l l give l o c a l i t i e s and 
states greater f l e x i b i l i t y to pursue t h e i r own solutions, i n 
exchange f o r compliance with certain national standards. HUD has 



i d e n t i f i e d the f o l l o w i n g c o n d i t i o n s which would apply t o l o c a l 
use o f the consolidated funds: 

e Adherence t o income,targeting r u l e s ; 

e Compliance w,ith f e d e r a l f a i r housing laws; 

e A t t e n t i o n toi v ulnerable populations i n c l u d i n g the homeless, 
d i s a b l e d , pebple w i t h HIV/AIDS and the f r a i l e l d e r l y ; 

e.' Emphasis on t r a n s i t i o n s t o economic independence•and 
homeownership. i n the design and implementation of programs; 
and , -

e P a r t i c i p a t i o n by community-based o r g a n i z a t i o n s . 

HUD a d m i n i s t r a t i o n / p f the hew perfprmance-based funds would 
be f u r t h e r shaped,by the f o l l o w i n g standards: 

Local s t r a t e g i e s . Local and s t a t e s t r a t e g i c plans f b r 
housing and community development would need t o be devised before 
f e d e r a l funds would be disbursed. These plans would s p e l l out how 
l o c a l i t i e s and'states would use f e d e r a l funds t o meet the housing 
needs of moderate- low-, and very-low-income people and spur 
business development and j o b growth i n underserved communities, 
w h i l e adhering t o s p e c i f i c funding c o n d i t i o n s . 

A c c o u n t a b i l i t y . Fund r e c i p i e n t s would be held accountable 
f o r r e s u l t s by being evaluated on a s e r i e s of n a t i o n a l l y and 
l o c a l l y d e f i n e d perfprmance measures. Recent leadership by s t a t e 
and I p c a l p f f i c i a l s i n Oregpn and o t h e r j u r i s d i c t i o n s on 
performance-based;measures holds g r e a t promise f o r a r e s u l t s -
o r i e n t e d working p a r t n e r s h i p . 

Performance bonuses and sanctions. Success or f a i l u r e would 
have r e a l consequences f o r r e c i p i e n t s o f f e d e r a l funds., Superior 
performers, f o r example, would have access under each fund t o a 
10 percent bonus pool and would be p e r m i t t e d t o " f l e x " resources 
between d i f f e r e n t funds, as i s c u r r e n t l y allowed under highway, 
and t r a n s i t programs. Low performers would not be e l i g i b l e f o r 
any performance bonus or f l e x i b i l i t y and, a t the extreme, could 
have funding reduced and r e a l l o c a t e d t o other r e c i p i e n t s . , 

T r a n s i t i o n r u l e s . T r a n s i t i o n r u l e s would allow f o r the 
o r d e r l y t r a n s f e r of a d m i n i s t r a t i v e r e s p o n s i b i l i t i e s as w e l l as 
ensure the cpntiniied, d i s c r e t e emphasis on serviceTenriched 
housing f o r s p e c i a l populations. 

Transitions: 

C o n s o l i d a t i o n of HUD programs i n t o performance-based funds 
w i l l . o c c u r i n two phases. I n FY 1996,, 60 separately funded HUD 



programs w i l l be consolidated i n t o eight funds f o r public housing 
c a p i t a l development and operating subsidies, i n d i v i d u a l housing 
assistance, assisted housing, community development, affordable 
housing development, homeless assistance and housing f o r persons 
wi t h AIDS. 

Consolidation w i l l be completed i r i FY 1998, with the merger 
of eight funds into.three -- Housing C e r t i f i c a t e s f o r Families 
and Individuals, the Community Opportunity Fund and thie 
Affordable Housing Fund. 



[FUND CONSOLIDATION SCHEMATIC] 



I I . The need f o r Reinvented Housing Assistance 

HUD's preeminent task is to ensure that all Americans have 
access to decent,!affordable housing. The Department must seek 
the most effective avenue to accomplish this task, based pn a 
clear understanding of the real causes of housing problems in 
Ameri,ca, and without regard to vested interests in existing and 
potentially outmoded programs. In the words bf,the Heritage 
Foundation: "The nation's low-income housing policies must be 
made to serve theipoor, -rather than the developer and landlord 
special interests and entrenched public housing bureaucrats." 
(Mandate for Leadership I I I : Policy Strategies for the 1990s) 

The Department believes and n a t i o n a l data c o n f i r m t h a t the 
overwhelming cause of severe housing problems i s l a g g i n g 
household incomes and high housing costs, r a t h e r than broad-based 
housing shortages.' For example, more than 90 percent of the 5.4 . 
m i l l i o n very-low income renters w i t h Congressionally d e f i n e d 
"worst case housing needs" do not receive f e d e r a l housing a i d and 
c u r r e n t l y spend more than h a l f t h e i r meager incomes f o r r e n t . 
Some 78 percent of these rent e r s l i v e i n decent, uncrowded 
housing. Excessive rents r e l a t i v e t o t h e i r income i s t h e i r sole 
housing problem. Tenant-based assistance could r e l i e v e t h e i r 
problems, w i t h o u t new housing u n i t s being b u i l t . 

T his view i s supported by the Heritage Foundation, which 
s t a t e d i n the above-mentioned 1989 r e p o r t : 

"The problem of the poor i s not the u n a v a i l a b i l i t y o f 
housing, but a lack of s u f f i c i e n t fluids t o pay f o r q [ u a l i t y 
housing. Vouchers give the poor the funds t h a t make t h i s 
p r i v a t e housing af f ordadsle. " 

Nevertheless,j housing market c o n d i t i o n s vary s i g n i f i c a n t l y 
across the country. Although many markets have an ample supply of 
a f f o r d a b l e u n i t s , !shortages of u n i t s a f f o r d a b l e t o the very poor 
are common. Most markets also l a c k an adequate supply of 
a f f o r d a b l e r e n t a l lunits f o r l a r g e r f a m i l i e s w i t h c h i l d r e n . I n 
some v e r y t i g h t markets, p a r t i c u l a r l y i n C a l i f o r n i a and 
Northeastern m e t r p p p l i t a n areas, mpre widespread shortages of 
a f f o r d a b l e housing are evident. Because of the pe r s i s t e n c e of 
l o c a l i z e d o r s p e c i a l housing shortages, HUD',s housing assistance 
r e i n v e n t i o n s t r a t e g y contains! both demand- and supply-side 
components, though w i t h more emphasis on the former than the 
l a t t e r . ' . , 

While the centerpiece of the housing assistance r e i n v e n t i o n 
p l a n i s the replacement of project-based subsidies w i t h tenant-
based assistance, the current stock of 2.9 m i l l i o n p u b l i c housing 
and a s s i s t e d u n i t s w i l l not disappear as a housing resource f o r 
low income f a m i l i e s . Because of i t s l o c a t i o n and cost s t r u c t u r e , 
HUD expects the overwhelming m a j o r i t y , of e x i s t i n g p u b l i c housing 



and project-based, subsidized housing to continue housing Ibw-
income fa m i l ies well i n t o the future. 

For.the Department's intentions to be f u l l y understood, a l l 
elements of the reinvention plan must be taken i n t o 
consideration. , 

The Principles of Housing Assistance Reinvention 

The Department's reinvention strategy i s based on seven 
premises: 

1. Maximum consumer sovereignty -- r e n t a l subsidies that 
make housing affordable to veiy-low-incbme households should 
be tenant- arid not project-based. HUD r e n t a l assistance' 
should provide maximum household choice and opportunities 
f o r m o b i l i t y . 

2.. When the r e s p o n s i b i l i t i e s f o r administering low-income 
r e n t a l assistance i s devblved to l o c a l i t i e s and states, , 
tenant-based subsidies would continue t o be pegged to the 
l o c a l costs of decent rental housing and vary from market to 
market. ' , 

3. Converting prpject-based subsidies i n t o portable 
tenant-based Irental assistance w i l l fprce cperatprs t p f 
d e l i v e r housing more cos t - e f f e c t i v e l y . Requiring owners and 
operators of iHUD-subsidized housing to compete f o r tenants 
-.- w i t h and without subsidies -- w i l l make them niore 
responsive tC) resident tastes and preferences. 

4. The large majority pf public housing a u t h o r i t i e s are 
cu r r e n t l y capable of competing f o r low-income tenants i n a 
deregulated market. Their inventories are of s u f f i c i e n t 
q u a l i t y to maintain high levels of occupancy i f t h e i r 
project-based operating subsidies were to be converted i n t o 
portable r e n t a l assistance i n the immediate f u t u r e . 

5. A signifjicant number of public housing developments, 
especially i r i large c i t i e s , are i n such poor condition that 
they could not successfully compete fo r tenants i f the 
operating subsidies they receive were to be converted to 
portable, tenant-based ri^ntal assistance. This i s also true 
of many p r i v a t e l y owned multifamily housing u n i t s w i th HUD: 
project-based subsidies. Because of the desperate need fo r 
low-income housing i n these affected communities, housing 
a u t h o r i t i e s and private, investors must be given an 
opportunity to improve the condition of as much of t h i s , • 
stock as i s f i n a n c i a l l y feasible p r i o r , t o the separation of 
the subsidy from the un i t . 

This i s why HUD's reinvention plan c a l l s f o r a t r a n s i t i o n 
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period during which owners and managers w i l l adjust tp a 
competitive market environment while investing i n the 

, physical improvement of t h e i r poorest q u a l i t y stock. During 
the t r a n s i t i o n , funds f o r improving the public hbusing stock 
w i l l come from a public housing c a p i t a l fund, and funds f p r 
the improvement of the FHA insured subsidized inventory w i l l 
come from a riew Housing Quality Fund,, both of which w i l l be 
created arid c a p i t a l i z e d i n FY 1996. 

6. Budget r e a l i t i e s make i t impossible to preserve every 
public and assisted housing u n i t , regardless of q u a l i t y or 
cost. Absent reinvention, budget constraints would require 
some losses from the project-based inventory. HUD would be 
forced to propose modificatipns tP the pne-fpr-pne 
replacement prpvisipns pf current public housing law which 
has prevented housing aut h o r i t i e s from demolishing obsolete 
and uninhabitable housing f o r lack of funds t o replace them. 
I t would al;-o mean that the Department would .have tc ' 
recommend dratnatic changes i n the preservation program which 
has provided w i n d f a l l gains to owners of assisted hpusing 
whP are e l i g i b l e t p prepay t h e i r FHA mprtgages and cancel 
t h e i r subsidy contracts. With the devolution of 
administrative r e s p o n s i b i l i t i e s f o r r e n t a l assistance to 
I b c a l i t i e s and states, these same budget r e a l i t i e s w i l l . ; 
permit decisions about which housing can be feas i b l y 
mairitained as- part of a loc a l affordable hpusing inventpry 
tP be made at' the Ipcal l e v e l , where they should be made. 

7. An orderly t r a n s i t i o n period i s alsp required to give, 
owners and mahagers of assisted housing time t o adjust to 
the d i s c i p l i n e of market-based budgeting and the concept of 
f i n a n c i a l f e a s i b i l i t y i n contrast to the present practice of 
needs-based budgeting. Those housing a u t h b r i t i e s and owner 
e n t i t i e s that cannot make the successful t r a n s i t i o n to a 
competitive market environment should be replaced. 

The Components of the New Hpusing Assistance System 

HUD's reinvention plan f o r housing assistance has four 
elements:. , 1 

• 1 . Housing C e r t i f i c a t e s f o r F a m i l i e s and I n d i v i d u a l s 
- - provides tenant-based assistance t o income-eligible 
households at subsidy levels that are pegged to the 
costs of decent rental housing i n the recipients' local 
market. A l l tenant-based rental assistance w i l l be 
pegged to a local f a i r market rent system. 

•2. Ending the d i r e c t f u n d i n g o f p u b l i c . housing 
a u t h o r i t i e s -- at the end of a three-year t r a n s i t i o n 
period, federal funding of public housing operating 
subsidies w i l l be converted to portable r e n t a l 
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assistance that residents can usis t o remain i n public 
housing I or move to better housing. These portable 
r e n t a l c e r t i f i c a t e s w i l l be piegged to the same f a i r 
market rents as other tenant-based c e r t i f i c a t e s 
c i r c u l a t i n g i n the l o c a l market. 

3. R e s t r u c t u r i n g ' the f i n a n c i n g o f the a s s i s t e d 
inventory -- over time, p r i v a t e l y owned, HUD-assisted 
r e n t a l housing w i l l also be converted from project-^ 
based subsidies to portable tenant-based assistance. 
Despite!the loss of project-based assistance, the 
overwhelming proportion of t h i s stock w i l l remain an 
i n t e g r a l part of l o c a l affordable housing inventories 
through the process of "marking-to-market." This means 
that.the FHA-insured mortgages on these properties w i l l 
be reduced to levels that can be supported by modest 
rents that i n most cases w i l l be no higher than 
p r e v a i l i n g Section 8 f a i r market rents. In some cases, 
continueid use r e s t r i c t i o n s w i l l be part of the debt 
r e s t r u c t u r i n g process. I n general, t h i s means that 
current low-income residents who receive r e n t a l 
c e r t i f i c a t e s when project-based assistance i s 
terminated w i l l be able to remain i n place i f they 
choose, jor they w i l l be able tp take t h e i r c e r t i f i c a t e s 
and move to better housing. With t h e i r debt having been 
restructured by FHA, pwners pf these prpjects w i l l be 
able tP !attract other low-income c e r t i f i c a t e holders or 
unsubsidized tenants who can a f f o r d to pay market 
rents. By v i r t u e of the marking-to-market process, HUD 
expects t o be able to preserve the overwhelming 
proportion of the e x i s t i n g inventory of 3.1 m i l l i o n 
low-income, subsidized housing i n low-income use f o r 
many years to come. 

4. The new Affordable Housing Fund (AHF) w i l l provide 
l o c a l i t i e s and states with more f l e x i b l e funding to 
enable them to expand affordable housing supplies. 
Capital |from the AHF can be used to leverage other 
public and private funds f o r the development and 
r e h a b i l i t a t i o n of affordable owner-occupied and r e n t a l 
housing,, including low-income-housing tax c r e d i t s , and 
funds frpm state housing finance agencies. The 
affordable housing „financed through the AHF can be made 
accessible to verylow-income persons with r e n t a l 
c e r t i f i c a t e s by underwriting the new supply at rent, 
levels pegged to pr e v a i l i n g local f a i r market rents. 

12 



I I I . Transforming Piiblic Housing 

Public housing,, which began. 60 years ago as t r a n s i t i o n a l 
housing f o r working people who had f a l l e n on hard times, has 
become a t r a p for ; the ppprest pf the pppr r a t h e r than a launching 
pad f o r f a m i l i e s t r y i n g t o improve t h e i r l i v e s . While p u b l i c 
housing hais workeci i n many communities, the r i g i d l y b u r e a u c r a t i c , 
top-down, command-and-control p u b l i c housing management system 
that: has evolved -over the years has l e f t tens bf thousands of 
people l i v i n g i n s q u a l i d b o n d i t i o r i s a t a very high cost i n wasted 
l i v e s and f e d e r a l ; d o l l a r s . 

Our new approach t o housing assistance f o r f a m i l i e s and 
i n d i v i d u a l s has the f o l l o w i n g components: 

e Give r e s i d e n t s market choice i n the search f o r a f f o r d a b l e 
housing. 

HUD would g i v e p u b l i c housing r e s i d e n t s the choice t o stay-
where they :are pr move t b apartments i n the p r i v a t e r e n t a l 
market. Operating and c a p i t a l subsidies f o r housing 
a u t h o r i t i e s •-.would be converted t o f a i r market rent-based 
Housing C e r t i f i c a t e s f o r Families and I n d i v i d u a l s . -

e Break the monopoly of housing a u t h o r i t i e s over f e d e r a l 
housing resources. 

HUD wbuld r e q u i r e housing a u t h o r i t i e s t o compete in. ,the 
marketplace f o r low-income r e s i d e n t s w i t h o t h e r p r o v i d e r s o f 
a f f o r d a b l e hbusing. 

e Support f a m i l i e s t h a t are working t o achieve s e l f -
s u f f i c i e n c y . 

I n the new Housing C e r t i f i c a t e program, i n a d d i t i o n t o 
g i v i n g t r a d i t i o n a l preferences t o seniors and the dis a b l e d , 
HUD w i l l g i v e g r e a t e r preference t o f a m i l i e s who are working 
or are p a r t i c i p a t i n g i n "work-ready" arid education programs. 

e Change the landscape of d i s t r e s s e d i n n e r - c i t y neighborhoods. 

HUD would a c c e l e r a t e the d e m o l i t i o n of uninhabitable,and 
non-viable p u b l i c housing p r o j e c t s . HUD would also end 
support f o r c o n s t r u c t i o n of " p u b l i c housing" developments 
t h a t are e x c l u s i v e l y occupied by the very poor. 

T r a n s i t i o n s : ; 

I n FY. 1996-19j97, i n the f i r s t of two t r a n s i t i o n phases, a l l 
p u b l i c housing programs would be cons o l i d a t e d i n t o two accounts 
f o r c a p i t a l expenditures and o p e r a t i n g subsidies. A performance-
based system would, be i n s t i t u t e d through d e r e g u l a t i o n of more 
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I ; I I . Transforming Public Hpusing 

Public housihg, which began 60 years ago as t r a n s i t i o n a l 
housing f o r workirig people who had f a l l e n on hard times, has 
become a t r a p f o r , the pobrest of the poor r a t h e r , t h a n a launching 
pad f o r f a m i l i e s t r y i n g t o improve t h e i r l i v e s . While p u b l i c 
housing has worked i n many communities, the r i g i d l y b u r e a u c r a t i c , 
top-down, command-and-cpntrpl p u b l i c housing management system 
t h a t has evolved over the years'has l e f t tens of thousands of 
people l i v i r i g i n s q u a l i d c o n d i t i o n s a t a very high cost i n wasted 
l i v e s and f e d e r a l i d o l l a r s . -

Our new approach t o housing assistance f o r f a m i l i e s and 
i n d i v i d u a l s has the f o l l o w i n g components: 

e Give,residents market chbice i n the search f o r a f f o r d a b l e 
housing. ' | , • , 

HUD would give p u b l i c housing r e s i d e n t s the choice t o stay 
where they are or move t o apartments i n the p r i v a t e r e n t a l 
market'. Operating and c a p i t a l subsidies f o r housing 
a u t h o r i t i e s ' w o u l d be converted t o f a i r mar)cet rent-based • 
Housing C e r t i f i c a t e s f o r Families and I n d i v i d u a l s . 

e Break the monopoly o f housing a u t h o r i t i e s over f e d e r a l 
housing resources'. 

HUD would r e q u i r e housing a u t h o r i t i e s to.compete i n the 
marketplace for.low-income r e s i d e n t s w i t h other p r o v i d e r s of 
'affordable,housing. . ' • 

e. Support f a m i l i e s t h a t are workirig t o achieve s e l f - , . 
s u f f i c i e n c y , i 

I n the new Housing C e r t i f i c a t e program, i n a d d i t i o n t o 
g i v i n g t r a d i t i o n a l preferences t o seniors and the di s a b l e d , ' 
HUD w i l l give; g r e a t e r prefeirence t o f a m i l i e s who are working 
or are p a r t i c i i p a t i n g i r i "work-ready" and education programs. 

e Change the landscape of d i s t r e s s e d i n n e r - c i t y neighborhoods. 

HUD would accelerate the d e m o l i t i o n of un i n h a b i t a b l e and-
non-viable p u b l i c housing p r o j e c t s . HUD would a.lso end', 
support f o r c o n s t r u c t i o n of " p u b l i c housing" developments 
t h a t are e x c l u s i v e l y occupied by the very poor.' 

- T r a n s i t i o n s : 

- I n FY 1996'-1997, i n the f i r s t of two t r a n s i t i o n phases, a l l 
•public housing programs would be consolidated i n t o two accounts' 
f o r . c a p i t a l , expenditures and o p e r a t i n g subsidies. A performance-
based system would'be i n s t i t u t e d through d e r e g u l a t i o n of more 
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than.3,000 well-performing.PHAs and p a r t n e r s h i p s w i t h s t a t e and , 
l o c a l o f f i c i a l s t o improve the operations of more than ICQ 
t r o u b l e d PHAs. Tens of thousands of seve r e l y d e t e r i o r a t e d housing 
u n i t s would be demolished and replaced by small-scale, s c a t t e r e d -
si.te housing. Public housing r u l e s would be changed t o make work 
pay f o r r e s i d e n t s , give g r e a t e r preference t o working f a m i l i e s 
and people i n "work ready" and education programs, arid speed 
e v i c t i o n s of d i s r u p t i v e r e s i d e n t s . 

In the second phase, in FY 1998, all direct capital and 
operating subsidies to PHAs would ceiase, 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 - families' business in the 
private market. '• 

14 
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!IV. A New, Entrepreneurial-FHA 

HUD plays an'important r o l e i n ' p r o v i d i n g housing 
o p p o r t u n i t i e s for.people whom the p r i v a t e market cannot serve on 
i t s own. Working Americans, m i n o r i t i e s , and immigrants s t r u g g l i n g 
t o p r o v i d e decent homes f o r t h e i r f a m i l i e s , as w e l l as the poor, 
e l d e r l y , and those w i t h s p e c i a l needs have r e l i e d on HUD 
programs. Since i t s i n c e p t i o n ,60 years ago, HUD's Federal Housing 
A d m i n i s t r a t i o n (FHA) has used the unmatched c r e d i t of the fe d e r a l 
government t o help p r i v a t e e n t e r p r i s e and n o n p r o f i t s provide 
decent, a f f o r d a b l ^ housing to,23 m i l l i o n American homeowners and 
at l e a s t 4.5 m i l l i p n r e n t e r s . 

I n the l a s t decade, the p r i v a t e housing finance market grew 
f a r more s o p h i s t i c a t e d and e f f i c i e n t a t d e l i v e r i n g c a p i t a l t o 
housing, but FHA -- once an e f f e c t i v e market leader -- lagged 
behind. At the same time, fewer and fewer young American f a m i l i e s 
were able t o a f f o r d t h e i r own homes and the gap between rents and 
what pebple cpuld a f f p r d t o pay grew i n many p a r t s of the 
count r y . . 

Between 1980jand 1992, the homeownership'rate, f o r young 
f a m i l i e s -- headed by people under 35 -- f e l l from 44.5 percent 
t o 37.6 percent. During a comparable p e r i o d , frbm 1978 t o 1991, 
the number o f f a m i l i e s w i t h c h i l d r e n and e l d e r l y people paying 
moire than h a l f the.ir incbmes f o r r e n t , ,or l i v i n g , i n severely 
inadequate r e n t a l housing, grew 50 percent, from 2.4 m i l l i o n t o 
3.6 m i l l i o n households. Most of the a f f e c t e d households were 
f a m i l i e s w i t h c h i l d r e n , who were saddled w i t h r i s i n g r e n t 
burdens. I • . 

•The President r e c e n t l y charged HUD w i t h developing ah 
unprecedented p u b l i c - p r i v a t e p a r t n e r s h i p t o help a record number 
of f a m i l i e s achieve the dream of homeownership by the year 2000. 
To achieve t h a t . g o a l , HUD must make.homeownership a f f o r d a b l e f o r 
more f i r s t - t i m e homebuyers, r e s i d e n t s of inner c i t i e s . a n d other 
groups and communities " s t i l l underserved by the p r i v a t e market. A 
re i n v e n t e d FHA could b e t t e r leverage p r i v a t e c a p i t a l and reduce 
government r i s k s t o help the n a t i o n achieve a rec o r d l e v e l of 
homeownership. 'i 

^ The New FHA Corporation 

HUD's r e i n v e r i t i o n of FHA would transform a slow-moving 
government bureaucracy i n t o a government-owned; streamlined, 
market-driven e n t e r p r i s e which would use f e d e r a l c r e d i t ' 
enhancement t o .finance expanded homeownership o p p o r t u n i t i e s and 
the development of] a f f o r d a b l e r e n t a l housing. Continued HUD 
o v e r s i g h t would ensure t h a t ' t h e new FHA c o r p o r a t i o n would provide 
s t a t e and l o c a l governments and community-based housing providers 
w i t h an e f f e c t i v e c r e d i t enhancement t o o l t o leverage demand-side 
su b s i d i e s ,availabl'e' through Housing C e r t i f i c a t e s For Families, and 
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I n d i v i d u a l s , supply-side subsidies from the A f f o r d a b l e Housing 
Fund and the Community Opportunity Fund. 

1 •• • • 
T r a n s i t i o n s : ' 

I n FY 1996 and FY 1998, FHA's e x i s t i n g programs w i l l be 
c o n s o l i d a t e d i n t o three: s i n g l e - f a m i l y insurance, m u l t i f a m i l y 
insurance and m u l t i f a m i l y p o r t f o l i o r e s t r u c t u r i n g . A new, FHA 
corp o r a t e charter; w i l l be implemented. 

I n FY 1998 and FY 1999 , the FHA • c o r p o r a t i o n w i l l complete 
r e s t r u c t u r i n g of 80 percent of i t s m u l t i f a m i l y . p o r t f o l i o , s h i f t 
an i n c r e a s i n g share of i t s new, s i n g l e - f a m i l y product o r i g i n a t i o n 
t o "wholesale".partnerships arid o r i g i n a t e more m u l t i f a m i l y 
product through s i m i l a r partnerships. 

FHA's, p o r t f o l i o r e s t r u c t u r i n g w i l l be completed by FY 2000. 
I n subsequent years, FHA's i n g l e - f a m i l y and m u l t i f a m i l y products 
and p a r t n e r s h i p s w i l l be c o n t i n u a l l y reassessed t o insure they 
remain r e l e v a n t t b the marketplace arid the n a t i o n ' s unmet housing 
needs and s a f e t y 'and soundness goals. 
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V. A New Department of Housing and Urbcui Development 

The c b n s o l i d a t i o n of programs i n t o broad funds and the 
d e v o l u t i o n of program design' and implementation t o l o c a l i t i e s and 
s t a t e s would r e q u i r e HUD t o d r a m a t i c a l l y change the way i t does 
business. HUD would continue.to c o l l a b o r a t e w i t h i t s community 
and union p a r t r i e r s as t h i s .transformation moves forward. 

HUD w o u l d - s h i f t from a d m i n i s t e r i n g m u l t i p l e programs t o 
supporting.-local i n i t i a t i v e s , , w h i l e ensuring t h a t f e d e r a l funds 
are spent i n waysi t h a t are^ f i s c a l l y prudent and adhere t o 
h a t i o n a l o b j e c t i v e s and goals. The s h i f t from program 
a d m i n i s t r a t i o n to; spending o v e r s i g h t would r e s u l t i n a 
s i g n i f i c a n t downsizing of the Departmerit. HUD's workforce, about 
12,000 today, would be cut t o less than 7,500'employees oyer a 
f i v e - y e a r p e r i o d , 1 mainly through buyouts and a t t r i t i o n , and the 
number of f i e l d o f f i c e s would be reduced.. 

I, , , . -

I n a d d i t i o n t o supportirig l o c a l i n i t i a t i v e s , HUD would 
r e i n f o r c e the performarice of l o c a l i t i e s and s t a t e s hy a c t i n g as a 
clearinghbuse f o r ! i n f o r m a t i o n and i n n o v a t i v e ideas and a c a t a l y s t 
f o r the r e p l i c a t i o n of successful l o c a l i n i t i a t i v e s nationwide. 

The f o l l o w i n g f u n c t i o n s , w i l l be c e n t r a l t o the new way of 
doing business at HUD: , ' 

Performance.Measurement and Accoimtability 

HUD w i l l become a model of r e s u l t s - o r i e n t e d budgeting. HUD 
would apply c l e a r and simple n a t i o n a l performance'goals f o r . 
housing and community economic r e v i t a ! l i z a t i o n . and- challenge l o c a l 
and 'State governments t o e s t a b l i s h a d d i t i o n a l performance goals 
based on t h e i r p r i o r i t i e s . HUD w i l l h old back a p o r t i o n of funds 
.to reward e x c e p t i o n a l performance. , . 

F i n a n c i a l Accountability 

HUD w i l l ensure t h a t t a x p a y e r , i n t e r e s t s are p r o t e c t e d i n the 
a d m i n i s t r a t i o n ' a r i d expenditure of f e d e r a l performance-based 
Funds. 

Clearinghouse ! 

Each community should nbt have to. r e i n v e n t the wheel. HUD 
w i l l p l a y an important r o l e i n i d e n t i f y i n g and disseminating . 
model housing production and community r e v i t a i i z a t i o n strategieis 
t h a t can.be r e p l i c a t e d i n other j u r i s d i c t i o n s . 

• I -, • • • 
Regulatory Oversight 

HUD w i l l continue t o provide r e g u l a t o r y o v e r s i g h t i n a 
number of key areas, i n c l u d i n g f a i r housing, o p e r a t i o n of 

I 
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government-sponsored enterprises, r e a l estate settlement 
processes, enforcement of leadbased paint standards, 
manufactured housing, ensuring that federal housing,funds are 
used to create jobs for low-income residents and - regulation of 
i n t e r s t a t e land sales. 

. I - ' ' ' - • 
THE BOTTOM LINE 

The reinvention i n i t i a t i v e described i n t h i s section 
represents the most dramatic changes proposed f o r federal housing 
and development policy i n the past 20 years. These , 
recommendations f o r fundamental change are not made l i g h t l y ; they 
are made i n recognition that the current way i n which HUD 
conducts, i t s business i s outmoded and i n e f f i c i e n t , and most 
s i g n i f i c a n t l y they are proposed f o r the purpose of better serving 
low- and moderate-income people. I n the end, making a pos i t i v e 
difference i n peoples' l i v e s i s a l l that matters -- and i t should 
be on. that ground that these and other proposals are u l t i m a t e l y 
judged. 
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EXPANDING HOMEOWNERSHIP 

GUIDING PRINCIPLES 

Owning a home i s key t o i n d i v i d u a l economic advancement i n 
America and homeownership i s an important goal f o r Americans. HUD 
must-do e v e r y t h i n g i t , can t o help more Americans become 
homeowners. 

New p u b l i c - p r i v a t e p a r t n e r s h i p s i n the n a t i o n ' s housing 
s e c t o r w i l l r e s u l t i n unprecedented cooperation t o boost 
homeownership t o an a l l - t i m e high i n America by the end of t h i s 
c e n t ury. | ^ 

-• A r e i n v i g o r a t e d FHA w i l l r e c l a i m HUD's r o l e i n h e l p i n g 
American f a m i l i e s , achieve homeownership, p a r t i c u l a r l y ^ l o w e r -
income, rainprity f a m i l i e s and n p n - t r a d i t i p n a l buyers Ipcked put 
pf the conv e n t i o n a l market, HUD w i l l also look i-o l o c a l i t i e s and 
stages t o help p u b l i c hpusing r e s i d e n t s and pt h e r s mak^ the 
t r a n s i t i o n from r e n t e r s t o homeoymers through the new 
performance-based funds. 

PROGRESS TO DATE 
• I 

Expanding homeownership has been a key goal f o r t h i s 
A d m i n i s t r a t i o n . For two years, HUD has worked s t e a d i l y t o 
increase o p p o r t u n i t i e s f o r a f f o r d a b l e hbmeownership f o r low- and 
moderate-income working f a m i l i e s . S u b s t a n t i a l progress has , 
alr e a d y beeri made: 

e , FHA irisvired more than 1.3 m i l l i o n s i n g l e - f a m i l y loans 
i n FY 1994, i n c l u d i n g 450,000 f o r f i r s t - t i m e buyers. 
FHA's FY 1994 s i n g l e - f a m i l y loan volume, was the second-
highest i n i t s 60-year h i s t o r y . 

e The u p f r o n t premium f o r Federal Hpusing A d m i n i s t r a t i o n 
(FHA) insured mortgages has been reduced. I t i s 
estimated t h a t t h i s change w i l l save homebuyers, on 
average, $750 over the l i f e of a mortgage. 

e FHA's 34-year-old 203(k) Program, p o t e n t i a l l y HUD's' 
most e f f e c t i v e t o o l t o help people buy and r e h a b i l i t a t e 
e x i s t i r i g homes, has,; been streamlined, making i t much 
e a s i e r f b r homebuyers, i n v e s t o r s and lenders t o use. As 
a r e s u l t , t h i s unique mortgage-insurance program i s 
expected t o have a major, p o s i t i v e impact i n o l d e r 
neighborhoods as people buy older homes and f i x them up 
i n coming years. 

e HUD has. 'expanded homeownership o p p o r t u n i t i e s f o r low-
and moderate-incbme f a m i l i e s arid strengthened • 
communities by broadening the FHA Single Family 
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Property D i s p o s i t i o n .Program, under which'HUD-owned^ 
hpmes are sold a t a discount t o n o n p r o f i t groups f o r 
r e h a b i l i t a t i o n and resale to' e l i g i b l e buyers. 

e HUD beg;an a l l o w i n g government agencies t o purchase HUD-
owned p r o p e r t i e s f o r resale to. p u b l i c s a f e t y employees, 
such as; p o l i c e o f f i c e r s , f i r e f i g h t e r s and paramedics. 

e HUD changed the Real Estate Settlement Procedures Act 
(RESPA) I escrow r u l e t o reduce the u p f r o n t costs o f , 

, homebuying and save, homeowners b i l l i o n s of d o l l a r s , i t 
i s estimated t h a t when t h i s r u l e change i s implemented 
i r i A p r i l , 1995, i t w i l l ,save homeowners nationwide up 
t o $2 b i l l i o n i n escrow fees and save homebuyers, an 
average $250 at c l o s i n g . 

e The Government N a t i o n a l Mortgage A s s o c i a t i o n (Ginnie 
Mae) began a new m u l t i c l a s s s e c u r i t i e s program, which 
helps t b increase a f f o r d a b l e housing o p p o r t u n i t i e s by 
reducing f i n a n c i a l costs f o r FHA and VA borrowers. 

HUD's push t o widen the c i r c l e of homeownership i n America 
i s g a i n i n g momentum. A nati.onal demonstration t o prpvide 
downpayment and second mbrtgage assistance f o r home buyers, i n 
p a r t n e r s h i p w i t h c i t i e s , s t a t e s , and n o n p r o f i t e n t i t i e s , i s being 
implemented. Homeownership counseling i s being expanded and 
'programs t h a t convey FHA-owned p r o p e r t i e s f o r homeownership are 
being developed. ' , 

" i • ^ - • • , • • • 
HUD i s making FHA more responsive and e f f i c i e n t by b e t t e r ' 

using e l e c t r o n i c communication, c o n s o l i d a t i n g processing 
f u n c t i o n s and e l i m i n a t i n g duplicative,paperwork. For example, FHA 
has cut i t s processing time f o r s i n g l e - f a m i l y loan a p p l i c a t i o n s 
from f o u r t o f i v e weeks tb; three t o f i v e days.. Changes i n 
a p p r a i s a l r u l e s are expected t o reduce the average w a i t i n g time 
f o r c l o s i n g on an , FHA home mortgage by Dne t o two weeks. 

New p a r t n e r s h i p s are also being developed w i t h mortgage 
lenders, l o c a l , and State governments, and housing advocates t o 
increase homeownership o p p o r t u n i t i e s f o r underserved and unserved 
p o p u l a t i o n s . 

A c t i o n s taken by the A d m i n i s t r a t i o n i n i t s f i r s t 24 months 
have l a i d a s o l i d .foundation'/-for a dramatic, increase i n 
homeownership i n America by.the end,of t h i s century. HUD w i l l 
continue t o b u i l d on t h i s foundation through program 
c o n s o l i d a t i o n , r e s t r u c t u r i n g of FHA and expansion and 
st r e n g t h e n i n g of p u b l i c - p r i v a t e p a r t n e r s h i p s . 
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TRANSITIONS: 1995 

The Presiderit has d i r e c t e d HUD. t o develop a s t r a t e g y t o 
boost the riation's homeownership r a t e t o a record high by the end 
of t h i s ' century, i 

Recognizing:that the most powerful engine f o r homeownership 
expansion i s the p r i v a t e market, HUD i s designirig a Na t i o n a l 

I Homeownership St r a t e g y t h a t forges a new p u b l i c - p r i v a t e c o a l i t i o n 
of housing i n d u s t r y leaders, l o c a l and s t a t e governments, and 
housing advocates t p pursue n a t i p n a l ' homeownership goals, 
increase f i n a n c i n g a v a i l a b i l i t y , cut p r o d u c t i o n costs, open 
housing o p p o r t u n i t i e s t o underserved populations, and .focus on 
s p e c i f i c communities as t a r g e t e d areas f o r homeownership. 

Two homeownership demonstrations t o a s s i s t low- and 
'.moderate-income , f i r s t - t i m e homebuyers are being implemented. I n 
the. f i r s t demonstration, HUD w i l l work w i t h p u b l i c and n b n p r o f i t 
"partners t p provide downpayment and second mortgage assistance. 
I n the second, HUD funds w i l l serve as a c a t a l y s t , f o r l a r g e - t r a c t 
development of a f f o r d a b l e housing i n designated "homeownership 
zones." ' • 

FHA u n d e r w r i t i n g g u i d e l i n e s are' being m o d i f i e d t o increase 
homeownership o p p o r t u n i t i e s f o r n o n t r a d i t i o n a l and underserved 
bbrrowers. The guidel i n e s , w i l l encourage maximum, prudent 
f l e x i b i l i t y and w i l l be s e n s i t i v e t o f a i r - l e n d i n g p r i n c i p l e s . 

FHA insurance i n underserved markets i s being expanded, by 
conducting i n n o v a t i v e demonstrations and e n t e r i n g i n t o j o i n t 
venture p a r t n e r s h i p s t o ser v i c e more low- and moderate-income 
people. 

HUD i s expanding FHA's s i n g l e f a m i l y p r o p e r t y d i s p o s i t i o n 
i n i t i a t i v e and i n c r e a s i n g the sale of HUD-owned homes t o 
i n d i v i d u a l s , • n o n p r o f i t o r g a n i z a t i o n s and l o c a l governments"to 
promote l o c a l homeownership e f f o r t s and neighborhood 
r e v i t a i i z a t i o n . A comprehensive housing counseling program t h a t 
includes extensive outreach t o p o t e n t i a l home buyers i s also 
being implemented, 

1996 AND BEYOND j 

HUD's r e i n v e n t i o n of FHA w i l l transform a sluggish.-
government bureaucracy i n t o a streamlined, market-driven 
government-owned c o r p o r a t i o n which w i l l use f e d e r a l c r e d i t 
enhancement t o finance expanded .homeownership o p p o r t u n i t i e s and 
the development of a f f o r d a b l e - r e n t a l housing.. 

The new FHA c o r p o r a t i o n would consolidate FHA's e x i s t i n g 
insurance programs i n t o s i n g l e - f a m i l y and m u l t i f a m i l y broad 
insurance a u t h o r i t i e s . 
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The new FHA would r e l y increasingly on partnerships with 
w e l l - c a p i t a l i z e d , sophisticated f i n a n c i a l i n s t i t u t i o n s , including 
Fannie Mae and Freddie Mac, the Federal Home Loan Banks, private 
mbrtgage insurance companies, state and'local housing finance , 
agencies, and community-based organizations, to design a v a r i e t y 
of products that meet market needs. This new partnership w i l l 
ensure that FHA insurance and c r e d i t enhancement i s delivered as 
e f f i c i e n t l y and e f f e c t i v e l y as ppssible. 

FHA's performance w i l l be judged by the effectiveness of i t s 
products i n serving diverse needs not otherwise being met i n the 
market place. These new risk-sharing partnerships allow FHA to 
develop innovative products to meet unique community'needs. 

Partnerships would include,risk sharing, reinsurance, pool 
loan insurance arid other forms of c r e d i t enhancement,. , However,' 
essential current products and d e l i v e r y systems would be returned 
to ensure that a l l markets- are serv«.̂ d. 

• ] - ' ' - • . 
Operational changes to reduce costs, Ipsses and streamlined 

processing w i l l dramatically improve the health of the single-
family insurance program. 

A new FHA wbuld be authorized to design and price i t s own 
products, subject tb i t s a b i l i t y to meet performance goals 
measuring social Iputcomes and impact, budget needs.and f i n a n c i a l 
performance. The new corporation' w i l l carry out i t s a c t i v i t i e s 
through three ope'rating d i v i s i o n s : single-family crisdit 
enhancement, mu l t i f a m i l y c r e d i t enhancement, and m u l t i f a m i l y 
p o r t f o l i o r esolution. ,, 
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EXPANDING AFFORDABLE RENTAL,HOUSING OPPORTUNITY 

GUIDING PRINCIPLES 

Decent, a f f o r d a b l e housing i s a b u i l d i n g block of s t a b l e 
f a m i l y l i f e and ai launching pad f o r economic advancement. Because 
many Americans must r e n t , and because there i s a serious shortage 
of a f f o r d a b l e r e n t a l housing i n America today, we must expand 
tenant-based r e n t a l assistance, preserve e x i s t i n g a f f o r d a b l e 
r e n t a l housing and expand, the p r o d u c t i o n bf q u a l i t y a f f o r d a b l e 
r e n t a l housing. ! 

i . --
The centerpiece of HUD's assistance i s tenant-based 

assistance, enabling f a m i l i e s t o a f f o r d r e n t a l housing i n the 
p r i v a t e market 

Rental p r o p e r t i e s owned and operated by p r i v a t e owners and 
managers under various HUD-FHA rortgage insurance and r e n t -
subsidy programs are a v i t a l a f f o r d a b l e - h o u s i n g asset, which raiust 
be improved and maintained. ' 

HUD i s p l a c i n g major emphasis on pa r t n e r s h i p s w i t h 
community-based, n o n - p r o f i t developers, p r i v a t e develppers, s t a t e 
and l o c a l governments a n d • f i n a n c i a l i n t e r m e d i a r i e s t o produce 
q u a l i t y , a f f o r d a b l e r e n t a l housing. HUD i s working w i t h ' 
developers, localigovernments, and s o c i a l s e r v i c e p r o v i d e r s t o 
ensure t h a t f a m i l y support services -- t r a i n i n g , education, and 
work o p p o r t u n i t i e s -- are designed i n t o p r o j e c t s t o b u i l d 
momentum for.self-improvement and s e l f - s u f f i c i e n c y . 

PROGRESS TO DATE 

During the A d m i n i s t r a t i o n ' s f i r s t two years, HUD has 
provided 101,900 a d d i t i o n a l households w i t h f i v e - y e a r r e n t a l 
c e r t i f i c a t e s and vouchers and proposed t o merge the two s i m i l a r 
programs i n t o a s i n g l e , more e f f i c i e n t program. I n a d d i t i o n , HUD 
provided emergency, 18-month housing vouchers t o 22,000 Southern 
California.households' d i s p l a c e d by the Northridge earthquake. 

HUD has been I working f o r two years t o check and reverse the, 
de c l i r i e of p h y s i c a l l y d i s t r e s s e d and f i n a n c i a l l y t r o u b l e d 
a s s i s t e d housing. We have made . s i g n i f i c a n t progress, both on , 
i n t e r n a l management reforms and improving housing and l i v i n g 
c o n d i t i o n s f o r r e s i d e n t s . '.' , • 

e • A 24-member Special Workout A s s i s t a n t Team (SWAT) has -been ' 
organized t o help f i e l d o f f i c e s resolve physical., f i n a n c i a l , 
and ownership problems at t r o u b l e d a s s i s t e d m u l t i f a m i l y 
prop'erties. j ' 

e I n FY 1994, more than 1,596 a c t i o n plans were negotiated 
w i t h p r i v a t e !owners t o r e p a i r and r e h a b i l i t a t e housing 
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complexes,.including conversions of mu l t i f a m i l y projects to 
homeownership.' , 

e HUD closed 9i8 property sales but of inventory and clo'sed 80 
foreclosure sales. Closings r e f l e c t an inventbry,reduction 
of,34 percent f o r the f i s c a l year. HUD replaced 324 
management agents by September;, 1994 'and expects to replace 
a t o t a l of 400 agents. HUD foreclosed on 102 indi v i d u a l 
owners. . 

e HUD has helped empower residents of HUD-assisted ren t a l 
housing by rewarding work, expariding family support programs, 
through, the placement of service cobrdinators, creating 
t r a n s i t i b n s to homeowriership through the preservation of 
affordable hbusing, and encouraging residents' involvement 

,in improving! t h e i r communities. , , 

e SNAP -- Safe!NeighborhocJ Action Plan -- a new partnership 
with the U.SI Conference of Mayors and the National Assisted 
Housirig Management Association (NAHMA) to combat crime i n 
HUD-assisted,housing was. launched. 

During the Administration's f i r s t two. years, HUD has begun a 
number of i n i t i a t i v e s to bppst prpductipn and r e h a b i l i t a t i p n of 
affordable housing: 

e Risk-sharingiagreements with 33 state and lo c a l housing 
.finance agencies, Fannie Mae, Freddie Mac, and the National 
Cooperative Bank have been signed f o r housing prpduction. 

e We have launched the Section 8 Community Investment 
Demonstration to encourage pension fund investment i n 
m u l t i f a m i l y housing production or preservation. HUD awarded 
$100 m i l l i o n to six pension funds selected to p a r t i c i p a t e i n 
a demonstration that finance affordable-hpusirig development-
nationwide tb create 2,500 m u l t i f a m i l y u n i t s , 1,000 of which 
w i l l , be Section 8 assisted. 

' ' 1 • 

e Congress increased HOME funding from $l.i275 b i l l i o n i n FY 
1994 to $1.4 i b i l l i o n i n FY 1995', permitting HUD. to fund 
a d d i t i o n a l urii t s f o r low-income people. By November, 1994, 
more' 100,000 !units had received commitments under .HOME --
75,500 more units than a^year e a r l i e r . We have also formed 
partnerships .for production of affordable r e n t a l units by 
using HUD's HOME program as a primary sburce of federal 
funds f o r the! construction and r e h a b i l i t a t i o n of rental 
u nits f o r low-income residents. 

• ' HUD funded 7,[665 united (116 projects) of Section 202 . ' 
Housing fo r the elderly, t o t a l i n g $499 m i l l i o n . 
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e HUD funded 2,559 u n i t s of housing f o r the d i s a b l e d under. 
S e c t i o n 811; t o t a l i n g $157.8 m i l l i o n . 

•'.-•• -I .- '• • • . . ' 
The actions., we have taken i n 1993 arid 1994 have both 

increased the nation's stock of a f f o r d a b l e housing and expanded 
, f i n a n c i n g sources f o r a f f o r d a b l e hpusing develppment w e l l beyond 
the government sector. We have worked t p meet c u r r e n t a f f o r d a b l e 
housing needs w i t h e x i s t i n g resources and t o b u i l d a new 
f i n a n c i a l resource base f o r the f u t u r e . 

TRANSITIONS: 1995 

•In.1995, HUD w i l l continue t o draw on e x i s t i r i g programs t o 
increase the number households provided r e n t a l assistance, 
preserve the e x i s t i n g supply of privately-owried subsidized 
housing and expand the supply of a f f o r d a b l e housing. 

A s s i s t e d - l i v i n g o p p o r t u n i t i e s f o r e l d e r l y tenants w i l l be 
increased through increased p r o d u c t i o n under the Section 232 
program. ^ . . 

HUD w i l l implement Phase I I of FHA's r i s k - s h a r i n g 
demonstration, expanding the number of pa r t n e r s and the types of 
r i s k - s h a r e products. 

HUD w i l l implement subsidy l a y e r i n g g u i d e l i n e s t o 
e f f e c t i v e l y integirate the use of FHA insurance w i t h the f e d e r a l 
low income housing tax c r e d i t s ; ' , 

HUD w i l l seek out sources of c a p i t a l not how invested i n 
m u l t i f a m i l y housirig o p p o r t u n i t i e s , i d e n t i f y products, programs 
and p a r t n e r s h i p s t h a t w i l l encourage the f l o w o f c a p i t a l t o 
m u l t i f a m i l y hbusing. 

HUD w i l l strengthen enforcement; removing unscrupulous 
owners and management agents;, e x t e n s i v e l y p u b l i c i z i n g HUD's zero 
t o l e r a n c e standards. 

• I - " 
' • . ' • ' ' • . 1 

The Departmerit w i l l more e f f e c t i v e l y i n v o l v e tenants i n the 
c o n t r o l ' of t h e i r housing through increased r e s i d e n t management 
o p p o r t u r i i t i e s , outreach and re s i d e n t ownership. 

HUD w i l l continue aggressive e f f o r t s t o s e l l HUD-owned 
- m u l t i f a m i l y p r o p e r t i e s and HUD-held notes. 

1996.AND BEYOND 

• HUD w i l l begin t o r a t i o n a l i z e i t s r e n t a l housing assistance 
. s t r u c t u r e s i n t o three, basic components: . Housirig C e r t i f i c a t e s f o r 

Families.'and I n d i v i d u a l s t o provide housing subsidies t o low-
. income households; an Af f o r d a b l e Housing'Fund t o support 
development and r e h a b i l i t a t i o n of a f f o r d a b l e housing, and a new, 
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s t r e a m l i n e d FHA c o r p o r a t i o n t o spearhead the r e s t r u c t u r i n g of the 
a s s i s t e d housing! stock and provide products t o enhance m u l t i -
f a m i l y r e n t a l , h o u s i n g production. 

HUD's r e i n v e n t i o n w i l l devolve a d m i n i s t r a t i v e , r e s p o n s i b i l i t y 
f o r housing c e r t i f i c a t e s t o l o c a l and s t a t e governments who could 
choose e r i t i t i e s bther than p u b l i c housing a u t h o r i t i e s t o 
a d m i n i s t e r c e r t i f i c a t e s . 

! ^ Preservation 

A new debt r e s t r u c t u r i n g group w i t h i n the new FHA 
c o r p o r a t i o n would be responsible f o r r e s t r u c t u r i n g , p r o j e c t - b y -
p r o j e c t , the debt on the nation's p o r t f b l i o of a s s i s t e d housing 
i n a process known, as ,"marking-to-market." This means the debt 
would be r e s t r u c t u r e d based on the p r o p e r t y ' s t r u e market value, 
so HUD can reduce c o s t l y r e n t subsidies and secure the 
p r o p e r t i e s ' p h y s i c r l and f i n a n c i a l h e a l t h . 

FHA's r e s t r u c t u r i n g plan would subject a s s i s t e d housing 
p r o j e c t s t o competitive market forces,, improving t h e i r f i n a n c i a l 
management and r e s i d e n t s ' l i v i n g c o n d i t i o n s . 

-.1 . • . • , , 
Housing o p p o r t u n i t i e s f o r c u r r e n t r e s i d e n t s would be assured 

through a combination of p o r t a b l e c e r t i f i c a t e s , and wherever 
a p p r o p r i a t e , c o n t i n u i n g p r o j e c t - s p e c i f i c use r e s t r i c t i o n s . 

i ' . , , . . 
Housing Production 

A l l f e d e r a l housing development a c t i v i t i e s w i l l be 
c o n s o l i d a t e d i n the A f f o r d a b l e Housing Fund. The Fund would 
pr o v i d e l o c a l i t i e s and s t ates w i t h f l e x i b l e f u nding f o r housing 
p r o d u c t i o n , r e h a b i l i t a t i o n and homeownership i n i t i a t i v e s . 

The new FHA w i l l supplement the r o l e of the A f f b r d a b l e 
Housing Fund as a f i n a n c i n g t o o l f b r the development of -
a f f o r d a b l e r e n t a l housing. The new FHA w i l l i n c r e a s i n g l y r e l y i n g 
on t h i r d - p a r t y partners t o d e l i v e r i t s mortgage insurance and 
c r e d i t enhancement products. 

HUD w i l l continue t p update m u l t i f a m i l y goals f o r the 
secondary market lenders, Fannie Mae and Freddie Mac. 
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REDUCING HOMELESSNESS 
1 • • 

GUIDING PRINCIPLES 

No group of people i n America l i v e s i n g r e a t e r desperation 
than those who are homeless. From the beginning of t h i s 
A d m i n i s t r a t i o n i t has been understood t h a t a department whose 
name begins w i t h "housing" must address the needs o f people who 
are unhoused. 

HUD must acknowledge the t r u e extent and causes of 
homelessness i n America, and the f e d e r a l government must do i t s 
p a r t t o h e l p men, women, and c h i l d r e n who are homeless move, 
beyond the c u r r e n t , patchwork system of emergency s h e l t e r s and 
soup k i t c h e n s . 

. /' • i' • . ' . ' . - • ' " ' , '• . 

According to' " P r i o r i t y : Home! The Federal Plan t p Break the 
Cycle o f Homele^isness, " about 7 m i l l i o n people were hor.vi!less a t 
some p o i n t i n the! l a t t e r h a l f of the 1980s, and an e s t i m a t e d ' 
600,000 people are homeless i n America on any giv e n night.. There 
are two broad, sometimes overlapping, categories of problems t h a t 
cause homelessriess: c r i s i s poverty, i n c l u d i n g d e v a s t a t i n g changes 
i n t he j o b and housing markets and i n f a m i l i e s which push,people 
i n t o t h e s t r e e t s ; i a n d chronic d i s a b i l i t i e s , such as mental 
i l l n e s s , substance abuse, AIDS, t u b e r c u l o s i s , and o t h e r h e a l t h -
r e l a t e d d i s a b i l i t i e s . 

. ;In c o n t r a s t t p previpus hpmeless s t r a t e g i e s which focused 
almost e n t i r e l y on housing as i f s h e l t e r i t s e l f were enough, HUD 
has promoted a continuum of care approach t h a t the Department 
b e l i e v e s i s necessary t o make r e a l , l a s t i n g r e d u c t i o n s i n the 
number o f homeless Americans. 

Under the coritinuum of care approach, HUD i s h e l p i n g 
communities develop the liousing and services necessary t o address 
the r o o t causes of homelessness through p r e v e n t i o n e f f o r t s ; 
o u t r e a c h , , t r a n s i t i o n a l , housing w i t h j o b t r a i n i n g and o t h e r 
services,,substance-abuse treatment, supportive housing f o r 
people w i t h mental d i s a b i l i t i e s , and permanent housing o p t i o n s . 
The g o a l of a cpntinuum pf care i s t c prpvide permanent, 
a f f p r d a b l e housing and appropriate .services, where needed, so 
people who are homeless can become s e l f - s u f f i c i e n t , . Not every 
f a m i l y b r i n d i v i d u a l w i l l need a l l steps of the continuum, but 
communities should develop the f u l l range o f - s e r v i c e s t o meet the 
v a r y i n g needs of a m u l t i f a c e t e d homeless p o p u l a t i o n . . 

HUD b e l i e v e s n o n p r o f i t p r o v i d e r s are the key t o d e l i v e r i n g 
t o p-notch housing;and,services t o homeless people. The c a p a c i t y 
of l o c a l n o n p r o f i t agencies t o reduce homelessness must be 
increaseid by i n t e g r a t i n g mainstream i n s t i t u t i o n s (e.g., 
businesses) and resources (e.g.. Community Development Block 
Grants) i n t o l o c a l e f f o r t s through l o c a l homeless boards. I t must 
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be f u r t h e r enhanced through f e d e r a l interagency c o l l a b o r a t i o n , 
which i s a v i t a l element of the President's n a t i o n a l p l a n t o 
reduce homelessness. 

• • - . -i - . • ^ -
PROGRESS TO DATE j 

For two years, the A d m i n i s t r a t i o r i , has been working t o forge, 
a coherent, compreheri'sive, n a t i o n a l approach t o hpmelessness .that 
w i l l make a l a s t i n g d i f f e r e n c e i n people's l i v e s and r e s u l t i n 
r e a l r e d u c t i o r i s i n the number of, people who are homeless i n , 
America. | ' , ' ^ 

Ir i 1993, President C l i n t o n issued an Executive Order t o 
e s t a b l i s h a s i n g l e , cpordinated Federal Plan to.break, the cycle 
of homelessness. I n May 1994, HUD, HHS, VA and 14- o t h e r agencies 
released " P r i o r i t y Home,! The Federal Plan t o Break the Cycle of 
Homelessness." These agencies are now implementing t h i s plan,, 
which has received widespread support f o r i t s r e a l i s t i c 
assessment of the problem and i t s proposals t o reduce 
homelessness. 

Federal support f o r homeless assistance has increased 
d r a m a t i c a l l y , enabling HUD t o back t h i s new approach t o 
homelessness' w i t h 1 r e a l funding muscle. I n FY 19,94, HUD's budget; 
t o a s s i s t homeless i n d i v i d u a l s and f a m i l i e s was increased 44 
percent, t o $823 m i l l i p n , and i n FY 1995, i t was f u r t h e r dpubled, 
t o $1.7 b i l l i o n . Communities throughout the n a t i o n are already 
b e n e f i t i n g from these funding increase's proposed by President 
C l i n t o n and enacted by Congress. 

I n 1993, Congress approved the C l i n t o n A d m i n i s t r a t i o r i ' s 
i n n o v a t i v e Homeless I n i t i a t i v e s Demonstration Prbgram, w i t h . 
funding, set a t $100 m i l l i o r i . HUD has sel e c t e d the D i s t r i c t o f 
Columbia, Los Angeles, Denver, Miami, the Sari Francisco Bay Area, 
and P h i l a d e l p h i a as demonstration areas t o develop continuum of , 
care systems, i r i n p v a t i v e approaches such as performance-based 
c o n t r a c t i n g and a ; " s o c i a l c o n t r a c t " s p e l l i n g out the r e s p e c t i v e 
r i g h t s and r e s p o n s i b i l i t i e s o f the community and people r e c e i v i n g 
assistance h i g h l i g h t these demonstration i n i t i a t i v e s . , , 

i ' ' • • . • 
Increased furiding has enabled HUD t o support hundreds of .• 

n o n p r o f i t o r g a n i z a t i o n s and c i t y homeless programs. A t o t a l pf 
422 g r a n t s , awarding more than $766 m i l l i o n i n homeless 
'assistance, were announced by HUD i n FY 1994. Grants were 
approved i n a l l 50 states, and Puerto Rico. The awards made i n FY 
1994 are expected ;to help an a d d i t i o n a l 195,000 f a m i l i e s and 
i n d i v i d u a l s who are c u r r e n t l y homeless f i n d s h e l t e r or receive 
e s s e n t i a l s e r v i c e s . For the f i r s t time, i n FY 1994, 100 percent 
of a l l Supportive[Housing Program grarits were awarded t o programs 
i n c o r p o r a t i n g a comprehensive and coordiriated continuum of care 
approach. These HUD-funded programs include emergency, 
t r a n s i t i o n a l and permanent housing assistance f o r homeless 
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people, as w e l l as- c r i t i c a l mental h e a l t h , outreach and other 
su p p o r t i v e s e r v i c e s . 

HUD gave s p e c i a l a t t e n t i o n t o the needs of homeless people 
w i t h p a r t i c u l a r l y acute problems, i n c l u d i n g people w i t h AIDS and 
people who l i v e i r i New York C i t y subway tunnels. 

Everi as HUD has continued t o provide homeless assistance 
through m u l t i p l e , ; e x i s t i n g programs duri n g the A d m i n i s t r a t i o n ' s 
f i r s t two years, a l l c u r r e n t programs have been i n f u s e d w i t h the 
new continuum of care philosophy. Funding c o n s o l i d a t i o n w i l l 
r e s u l t i n a c c e l e r a t i o n of t h i s t r e n d . ,, 

TRANSITIONS:/1995 I 

HUD i s workirig w i t h Congress t o enact the c o n s o l i d a t i o n of 
McKinney programs!in,order t o merge s i x separate programs i n t o a 
s i n g l e , f l e x i b l e g r a n t , a l l o c a t e funds f o r the c o n s o l i d a t e d 
program through a needs-driven formula t o s t a t e s and c i t i e s , and 
f o s t e r comprehensive homeless assistance i n America's, c i t i e s , 
e n abling homeless'perspns t o leave the s t r e e t s and achieve s e l f -
s u f f i c i e n t l i v e s . [' 

F i f t e e n thousand c e r t i f i c a t e s w i l l be made a v a i l a b l e to, help 
homeless families-; and persons w i t h AIDS o b t a i n permanent housing. 

HUD i s f i n a l i z i n g the r e g u l a t i o n s implementing the r e c e n t l y 
enacted Base closu r e Redevelopment and Homeless Assistance Act. 
HUD w i l l work t o ensure t h a t redevelopment plans f o s t e r growth 
which addresses economic redevelopment needs, a f f o r d a b l e housing 
needs, and homeless-assistance needs of communities a d j o i n i n g 
closed m i l i t a r y bases. 

.' 1 • • ' • • ' 
HUD i s working-with communities to,help ensure t h a t reducing 

homelessness i s a c e n t r a l p a r t of, consolidated plans which 
communities must prepare t o receive CDBG funds. 

j . • • 
1996 AND,BEYOND 

The c o n s o l i d a t e d homeless block grant would be kept separate 
d u r i n g a; three-year t r a n s i t i o n period,, t o enable j u r i s d i c t i o n s t o 
develop a continuum of care f o r t h e i r homeless p o p u l a t i o n s . The 
homeless block grant would bei, c onsolidated i n t o the new 
Af f o r d a b l e Housing Fund i n f i s c a l year 1998, and l o c a l and state, 
governments.would address homelessness i n t h e i r plans f o r these 
funds. . 
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' • CHANGING PUBLIC HOUSING 

GUIDING PRINCIPLES 

Housing should be a s t a r t i n g place f o r personal and f a m i l y 
m o b i l i t y and self-improvement. Working i n p a r t n e r s h i p w i t h 
r e s i d e n t s and community leaders, HUD can ensure t h a t f e d e r a l l y 
a s s i s t e d housing land r e n t a l assistance promote t h i s g o a l : 

HUD i s tr a n s f o r m i n g p u b l i c housing as i t e x i s t s today 
because the c u r r e n t system has f a i l e d many r e s i d e n t s , e s p e c i a l l y 
people l i v i n g i n p u b l i c housing i n some of our l a r g e r c i t i e s . HUD 
plans t o convert [operating subsides f o r p.ublic housing agencies ' 
to r e n t a l assistance f o r r e s i d e n t s , t o give them the choice t o 
stay where they are or move to:apartments i n the p r i v a t e r e n t a l 
market. | ' ' • •'.••• ' ' 

By g i v i n g r e s i d e n t s a r e a l choice i n housing, HUD.will 
encourage communities t o create mixed-income developments where 
work and education are valued and r o l e models are present t o 
i n s t i l l p o s i t i v e values. HUD w i l l e l i m i n a t e the worst examples of 
p u b l i c housing, where law-abiding c i t i z e n s and t h e i r f a m i l i e s are 
forced t o l i v e i n constant f e a r , v i r t u a l p r i s o n e r s i n t h e i r own 
homes. . . . 

Just.as i m p o r t a n t l y , HUD w i l l s h i f t the focus, and much o f 
the r e s p o n s i b i l i t y f o r p r o v i d i n g a f f o r d a b l e housirig o p p o r t u n i t i e s 
t o communities. HUD w i l l encourage these communities t o place a 
higher p r i o r i t y ori jobs and economic development, t r a i n i n g 
programs, arid the c r e a t i o n of pa r t n e r s h i p s between r e s i d e n t s , 
n o n p r o f i t o r g a n i z a t i o n s , . and a f f o r d a b l e housing developers. Those 
housing a u t h o r i t i e s . t h a t provide q u a l i t y housing w i l l continue t o 
do so; those which do not w i l l , and should, be-eliminated. 

PROGRESS TO DATE: 

For the f i r s t two years of t h i s A d m i n i s t r a t i o n , HUD has been 
working s t e a d i l y . t o transform p u b l i c housing, both through 
p h y s i c a l improvements and i n i t i a t i v e s t o make p u b l i c housing 
safer places t o l i v e which o f f e r r e s i d e n t s r e a l o p p o r t u n i t i e s for-
education, j o b t r a i n i n g and self-advancement. 

An O f f i c e of Distressed .and Troubled Housing Recovery was 
created t o t u r n , around s p e c i f i c developments by i n t e r v e n i n g 
aggressively w i t h housing a u t h o r i t i e s in- Washington, D.C.,,: 
Phi l a d e l p h i a , New;Orleans, Chicago, Baltimore, Houston, D e t r o i t 
and Kansas C i t y . 

Unde'r the HOPE VI program, $1.01 b i l l i o n i n grant agreements 
were.'executed w i t h 33 severely d i s t r e s s e d developments- t o finance 
t h e i r comprehensive r e v i t a i i z a t i o n . 
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The Youth Apprenticeship Prog'r&m was i n i t i a t e d t o increase 
the a v a i l a b i l i t y bf j o b t r a i n i n g and career o p p o r t u n i t i e s f o r 
p u b l i c and assisted-housing youth. HUD has helped p u b l i c housing 
r e s i d e n t s take g r e a t e r leadership r o l e s and b u i l d stronger p u b l i c 
housing communities through the Tenant Opportunity Prbgram (TOP). 
For example, t h i s , y e a r , HUD has funded $25 m i l l i o n i n TOP grants 
t o 257 r e s i d e n t s groups f o r substance-abuse treatment, h e a l t h 
care,needs, day care centers, and r e s i d e n t s e c u r i t y p a t r o l s . 

Housing a u t h b r i t i e s have been given g r e a t e r f l e x i b i l i t y i n 
s e t t i n g r e s i d e n t - s e l e c t i o n preferences, based on l o c a l housing 
needs and p r i o r i t i e s . This makes p b s s i b l e a b e t t e r mix of incomes 
among p u b l i c housing r e s i d e n t s , , i n c o n t r a s t t o previous s e l e c t i o n 
c r i t e r i a which coricentrated the poorest of the'poor i n p u b l i c 
housing. • , j. -

, HUD has helped p u b l i c housing r e s i d e n t s working t o make 
t h e i r communities 'Safei and drug- f r e e by i n i t i a t i n g a new 
interagency e f f o r t . Operation Safe Home, t o combat v i o l e n t crime 
and white c o l l a r crime and f r a u d i n p u b l i c and a s s i s t e d housing. 
I n 1994, HUD awarded over $228 m i l l i o n t o p u b l i c and Iridian 
housing a u t h o r i t i e s t o combat drug abuse and d r u g - r e l a t e d 
c r i m i n a l a c t i v i t y . ; 

, ' HUD; has completely revamped i t s modernization program. Red 
tape has been cut and needless bureaucracy has been e l i m i n a t e d , 
making the program! more f l e x i b l e and eas i e r t o use, and 
i n c r e a s i n g PHAs' a b i l i t y t o expedite commitment of b i l l i o n s of 
d o l l a r s already i n the modernization p i p e l i n e . 

The a c t i o n s already taken by HUD i n the A d m i n i s t r a t i o n ' s 
f i r s t two years are the i n i t i a l steps along a path leading t o 
decent, affordablie; housing f o r low-income people t h a t i s both an 
asset t o the community and compatible w i t h conventional housing. 

TRANSITIONS: 1995 

HUD i s stepping up the pace o f i t s progress along t h i s path 
i n 1995: 

- HUD i s supporting l e v e r a g i n g of p u b l i c funds t o promote 
mixed-income communities and sca'ttered-site housing by 
c u l t i v a t i n g p u b l i c / p r i v a t e p a r t n e r s h i p s w i t h HOPE "VI grantees. 

HUD i s also encouraging the use of Section 8 c e r t i f i c a t e s t o 
help speed the r e l o c a t i o n of r e s i d e n t s from,projects t h a t should 
be demolished. 

1996 AND BEYOND ; , 
-.1 . . • 

Under HUD's r e i n v e n t i o n , a t the end of a three-year 
t r a n s i t i o n , HUD would get out of .the dire.ct funding of p u b l i c 
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housing by converting project-based public housing subsidies to 
tenant-based r e n t a l assistance. 

The t r a n s i t i o n would be completed i n two steps by f i s c a l 
year 1998. . ' 

For,FY 1996 and 1997, HUD would deregulate a l l PHAs to make 
them more e f f e c t i v e developers and managers of low-income 
housing. HUD would aggressively work with l o c a l and state 
governments and bther groups to improve more than 100 severely 
troubled housing a u t h o r i t i e s . These PHAs would be on probation. 
HUD then would move the 10 to 15 most troubled housing 
a u t h o r i t i e s that 'cannot be restored through a two-year, receiver­
l i k e process, divesting them pf properties and management 
co n t r o l . ' 

, HUD would consolidate a l l public housing programs i n t o two 
programs -- a Public Housing Capital Fund and Public Housiag 
Operating Subsidies. Funds would continue t p support the 
formatipn and ppeiration of resident councils. 
^ , - ' ' -

L o c a l i t i e s arid states would have the option to receive a l l 
housing funds through Housing C e r t i f i c a t e s for; Families and 
Indiv i d u a l s . ' . ' 

In FY 1998, ho housing a u t h p r i t i e s wpuld receive funds 
d i r e c t l y from HUD; they would compete f o r c a p i t a l and service 
funds through a l o c a l i t y or state. L o c a l i t i e s and states would 
have the option of replacing non-performirig housing a u t h o r i t i e s 
w i t h community-based groups or others. 

A l l formerly prpject-based public hpusing operating 
subsidies would be converted to completely portable c e r t i f i c a t e s . 

Public housing residents would have the choice of staying or 
moving, using t h e i r portable c e r t i f i c a t e s to help pay for housing 
on the pr i v a t e market. Public housing a u t h o r i t i e s would compete , 
wit h p r i v a t e landlords f o r subsidized and unsubsidized low-income 
f a m i l i e s . 
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OPENING HOUSING MARKETS 

GUIDING PRINCIPLES 

Housing o p p o r t u n i t y must be made a r e a l i t y for' a l l , 
Americans. The a v a i l a b i l i t y of homeownership o p p o r t u n i t i e s and 
r e n t a l housing f r e e from d i s c r i m i n a t o r y impediments i s e s s e n t i a l 
t o s t r e n g t h e n i n g America's communities. HUD must'expand housing, 
choice and e l i m i n a t e d i s c r i m i n a t o r y b a r r i e r s t o f a i r housing. 

There i s np question .that housing d i s c r i m i n a t i o n remains a 
ser i o u s problem i n America today. A 1992 Boston Federal Reserve 
study found t h a t A f r i c a n Americans are 60 percent more l i k e l y t o 
be r e j e c t e d f o r home mortgage loans than whites i n s i m i l a r 
economic circumst.ances. Accprding t o a .1993 r e p o r t , 34 percent of 
A f r i c a n Americans and 25.5 percent of Hispanics were r e j e c t e d f o r 
home loans, compared t o 15.4 percent o f whites and 14.5 percent 
of Asians. ' 

HUD i s taking.steps t p ensure t h a t hpusing markets are open 
t o a l l q u a l i f i e d home seekers, t h a t a c t i o n i s taken at the 
f e d e r a l , s t a t e and l o c a l l e v e l s t o e l i m i n a t e obstacles t o f a i r 
housing, and that! f e d e r a l f a i r housing and c i v i l r i g h t s laws are 
v i g o r o u s l y eriforced. 

PROGRESS TO DATE | 

HUD has taken a c t i o n on a number of f r o n t s t o reduce 
b a r r i e r s t o homeownership caused by u n l a w f u l d i s c r i m i n a t i o n . 
Over the past year, HUD has undertaken a review of the Federal 
Housing A d m i n i s t r a t i o n u n d e r w r i t i n g standards and business 
p r a c t i c e s t o ensure t h a t p o l i c i e s put i n place t o p r o t e c t the 
f i n a n c i a l s t r e n g t h of the FHA fund a l s o promote access t o 
homeownership f o r ' m i n o r i t i e s and oth e r p r o t e c t e d classes. The 
Department has developed the Mortgage Lending'Informatipn System, 
which permits the user t o overlay' census data w i t h Home Mortgage 
Di s c l o s u r e Act data f o r m o n i t o r i n g purposes. HUD has also 
stepped up i n v e s t i g a t i o n pf f a i r l e n d i n g and p r o p e r t y insurance 
complaints. 

To provide c l a r i t y t o t h e ' l e n d i n g i n d u s t r y , and a u n i f i e d 
v o i c e on f a i r l ending p o l i c y , HUD, the Department, of J u s t i c e , and 
the n a t i o n ' s bank regulatory,,iagencies haye adopted a j o i n t Policy' 
Statement on D i s c r i m i n a t i o n i n Lending. The statement provides a 
v e h i c l e f o r c o o r d i n a t i n g f e d e r a l f a i r l e n d i n g p o l i c y and resolves 
a number of issues t o a s s i s t further,, lenders' e f f o r t s , t o comply 
w i t h f e d e r a l f a i r , l e n d i n g standards. HUD continues t o work w i t h 
these agencies through the Interagency Task Force on F a i r Lending 
t o f u r t h e r coordinate f e d e r a l f a i r l e n d i n g p o l i c y and enforcement 
e f f o r t s . - • . . 

I n an e f f o r t t o e s t a b l i s h broadly accepted f a i r l ending 
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standards, the Secretary signed best p r a c t i c e s agreements w i t h 
the Mortgage Bankers Association and a number of i n d i v i d u a l 
l e n d e r s . The agreement w i t h the MBA commits both o r g a n i z a t i o n s t o 

, work i n p a r t n e r s h i p t o e l i m i n a t e l e n d i n g d i s c r i m i n a t i o n arid t o 
expand o p p o r t u n i t i e s f o r a f f o r d a b l e housing. ' 

HUD has moved t o open up r e n t a l markets through improved 
enforcement of the F a i r Housing Act. HUD has r e s t r u c t u r e d i t s 
f a i r housing enfprcement operation t o improve service, t o 
i n d i v i d u a l s who have been subjected t o housing d i s c r i m i n a t i o n i n 
the p r i v a t e market. Ten enforcement centers have been established 
throughout the'cpuntry t o more e f f i c i e n t l y and e f f e c t i v e l y • 
enforce " T i t l e V I I I " . of the F a i r Housing Act. 

To encourage the d e v o l u t i o n of f a i r housing enforcement 
r e s p o n s i b i l i t y t b s t a t e and l o c a l governments,, HUD has sought 
increased funding f o r . t h e F a i r Housing Assistance Program. This 
program allows HUD t o reimburse s t a t e s and l o c a l i t i e s which have 
laws " s u b s t a n t i a l l y equivalent" t o the f e d e r a l F a i r Housing Act 
f o r enfprcement a c t i v i t i e s . 

Federal e f f p r t s t o a f f i r m a t i v e l y f u r t h e r f a i r housing have 
proceeded ,on several f r o n t s . HUD has s e t t l e d s e v e r a l major law 
s u i t s which i n v o l v e d a l l e g a t i o n s that' the Department had f o s t e r e d 

, s e g r e g a t i o n and housing d i s c r i m i n a t i o n through i t s programs over 
the years. j 

- . • • ' ; I ' 

I n a h i s t o r i c move, .HUD took over t h e - p u b l i c housing 
a u t h o r i t y i n Vidor, Texas because i t had f a i l e d t o p r o t e c t the 
c i v i l r i g h t s o f . ' m i n o r i t i e s . I n e a r l y 1994, f e d e r a l o f f i c i a l s 
helped f o u r African-American f a m i l i e s move t o the Vidor 
development. Twenty-one African-American f a m i l i e s are now i n 
residence t h e r e . | 

TRANSITIONS: 1995 

HUD w i l l take the lead i n convening a C a b i n e t - l e v e l F a i r , 
Housing Council t o ensure t h a t f e d e r a l programs f u r t h e r f a i r 
housing. The Fair; Housing Couricil i s i n the process of reviewing 
the programs of a l l of the member agencies and w i l l suggest 
program redesign elements where necessary t o implement f a i r 
housing goals. ; 

HUD w i l l reduce housing' d i s c r i m i n a t i o n through aggressive 
enforcement of T i t l e V I I I of, the F a i r Housing Act and a l l , c i v i l , 
r i g h t s s t a t u t e s . HUD w i l l provide increased support t o l o c a l and 
s t a t e agencies f o r t h e i r enforcement of s u b s t a n t i a l l y equivalent 
f a i r housing laws and^ordinances,'and t o p r i v a t e f a i r housing' 
o r g a n i z a t i o n s for; enforcement, education and outreach a c t i v i t i e s , . 
HUD has increased resources - f o r such l o c a l e f f o r t s hy one t h i r d . 

HUD's T i t l e V I I I f u n c t i o n w i l l be s i g n i f i c a n t l y improved in,' 
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1995. A businesis p r a c t i c e s re-engineering i n i t i a t i v e (BPR) w i l l 
be conducted t o improve the q u a l i t y o f ' f a i r housing 
i n v e s t i g a t i o n s , t o increase e f f i c i e n c y , and t o speed the 
r e s o l u t i o n o f complaints. 

HUD w i l l prpmote access t o homeownership through a v o l u n t a r y 
a f f i r m a t i v e marketing agreement w i t h the N a t i o n a l A s s o c i a t i o n of 
Homebuilders. This p a r t n e r s h i p agreement w i l l e n l i s t both 
o r g a n i z a t i o n s inJa marketing and outreach e f f o r t t o promote f a i r 
and equal homeowriership o p p o r t u n i t i e s f o r a l l persons regardless 
of race, c o l o r , r e l i g i o n ; sex, handicap, f a m i l i a l s t a t u s o r 
n a t i o n a l o r i g i n . I n an e f f o r t t o o b t a i n broa;d compliance w i t h • 
f a i r l e n d i n g standards, HUD w i l l continue t o n e g o t i a t e best 
p r a c t i c e s agreements w i t h mortgage lenders. Our goal i s t o sign 
at l e a s t 75 v o l u n t a r y agreements w i t h mortgage companies. 

HUD w i l l .issue proposed and f i n a l r e g u l a t i o n s implementing 
HUD's s t a t u t o r y r e s p o n s i b i l i t y t o promote a f f o r d a b l e and f a i r 
housing goals f o r the government sponsored e n t e r p r i s e s . Under the 
new r e g u l a t i o n , Fannie Mae and Freddie Mac w i l l have c l e a r 
guidance on t h e i r ; o b l i g a t i o n t o support f a i r l e n d i n g o b j e c t i v e s 
through t h e i r secondary market operations. 

. To ensure t h a t l o c a l i t i e s and st a t e s r e c e i v i n g f e d e r a l 
housirig and community development funds employ them i n a way t h a t 
f u r t h e r s f a i r housing goals, HUD must c e r t i f y t h a t they are 
f u r t h e r i n g f a i r hpusing laws. HUD w i l l provide fund r e c i p i e n t s , 
w i t h guidance bn how t o comply w i t h t h i s requirement. -

HUD w i l l promote f r e e and f a i r housing choice by p r o v i d i n g 
counseling f o r r e c i p i e n t s of Section ,8 c e r t i f i c a t e s whb are 
working o r work-ready. 

HUD w i l l increase housing choice f o r persons w i t h 
d i s a b i l i t i e s , i n c l u d i n g those l i v i n g i n 'public and- a s s i s t e d 
housing reserved f o r the e l d e r l y . Section 8 c e r t i f i c a t e s w i l l be 
made a v a i l a b l e through PHAs t o enable, people, w i t h d i s a b i l i t i e s t o 
access "mainstream" housing which i s not e x c l u s i v e l y f o r f r a i l or 
needy p o p u l a t i o n s . , . 

1996 AND BEYOND 

HUD i s moving t o consolifiate programs and i n i t i a t e 
performance-based !funding. L o c a l i t i e s and s t a t e s would be given 
g r e a t e r f l e x i b i l i t y t o administer f e d e r a l housing resources i n 
exchange f o r complying w i t h a series of c o n d i t i o n s that.promote 
.national'goals and o b j e c t i v e s . Compliance w i t h Federal f a i r , 
housing laws would be one of the c r i t i c a l f e d e r a l c o n d i t i o n s ,that 
govern a d m i n i s t r a t i o n of the new performance-based funds. 
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CREATING COMPETITIVE CITIES 

GUIDING PRINCIPLES 
I • • 
J 

America's economic h e a l t h and soc i a l ; s t a b i l i t y are 
i n e x t r i c a b l y l i r i k e d w i t h t h e . h e a l t h and, s t a b i l i t y o f i t s c i t i e s . 
Our a b i l i t y t o compete and win i n the g l o b a l economy depends on 
the p r i v a t e sectorj's a b i l i t y t o c o n t i n u a l l y adapt t o the changing 
demands of the g l p b a l marketplace, by seeking g r e a t e r 
e f f i c i e n c i e s and responding t o changing demands. Most o f t h i s , 
change occurs i n aind around our c i t i e s , which continue t o be our 
resource, centers as w e l l as our pop u l a t i o n c e n t e r s . I t i s also i n 
and around our c i t i e s where educational resources as w e l l as 
economic, resources; and jobs are concentrated, t h a t Americans f i n d 
t h e i r g r e a t e s t o p p o r t u n i t i e s f o r educational, economic and s o c i a l 
advancement. For everyone,who i s w i l l i n g t o work, our c i t i e s have 
always been and continue t o be America's most promising gateway 
t o â b e t t e r l i f e . , 

I t i s c r i t i c a l t o the f u t u r e of our n a t i o n t h a t we preserve 
and strengthen our! c i t i e s as engines of economic a d a p t a t i o n and 
growth, and as dynamic centers pf o p p o r t u n i t y f o r tens of 
m i l l i o n s of people who yearn f o r a b e t t e r l i f e f o r themselves and 
t h e i r children.. . 

HUD must work' t o strengthen America's c i t i e s by h e l p i n g 
c i t y , county and s t a t e e l e c t e d o f f i c i a l s and agencies work w i t h 
business', unions, chambers of commerce, edu c a t i o n a l i n s t i t u t i o n s , 
f oundations, n o n p r o f i t o r g a n i z a t i o n s , c i t i z e n groups and others 
t o f a s h i o n and implement metropolitanwide housing and economic 
development stra t e g i e s . ' We must ensure t h a t good jobs paying 
l i v a b l e wages are accessible t o people seeking work, and t h a t 
people have the education and t r a i n i n g they need t o take 
advantage of these' j o b o p p o r t u n i t i e s . , 

PROGRESS TO DATE 

HUD i s focusing on Empowerment Zones and E n t e r p r i s e 
Communities t o demonstrate t h a t f e d e r a l agencies cari' work 
to g e t h e r i n areas t h a t have s u f f e r e d from years of n e g l e c t . I n 
June, 1994, communities submitted 292 a p p l i c a t i o n s f o r urban 
Empowerment Zones and Eriterprise Communities. 

I n December, 1994, s i x communities were designated as urban 
Empowerment.Zones,'two as supplemental urban Empowerment Zones 
and 65 were designated as. Enterprise Communities. With HUD's help 
these communities w i l l jump s t a r t r e v i t a i i z a t i o n e f f o r t s i n t h e i r 
most d i s t r e s s e d neighborhoods through l o c a l p a r t n e r s h i p 
i n i t i a t i v e s . T h e s e ; i n i t i a t i v e s w i l l seek t o a t t r a c t new, jobs t o 
these neighborhoods and prepare .residents t o f i l l these jobs and 
move i n t o the nat i o n ' s economic mainstream. 
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HUD increased l o c a l i t i e s ' a b i l i t y t o spur neighborhood 
r e t a i l and i n d u s t r i a l development and expand economic o p p o r t u n i t y 
f o r low-income pepple by making i t s Section 108 Loan Guarantee 
Program e a s i e r f o r l o c a l governments t o use, e s p e c i a l l y i n 
c o n j u n c t i o n w i t h bther HUD programs, such as the Economic 
Development I n i t i a t i v e , CDBG = Jobs and Empowerment Zones and 
En t e r p r i s e Communities t a x i n c e n t i v e s . L o c a l i t i e s ' use o f the 
Sectipn 108 Loan Guarantee program increased from $229 m i l l i o n i n 
F i s c a l 1993 t o $350' m i l l i o n i n F i s c a l 1994, 

. . . ' • ' ' . .1' ' 

HUD a l l o c a t e d $19 m i l l i o n i n Economic Development I n i t i a t i v e 
g r a nts which leveraged more than $250 m i l l i o n i n a d d i t i o n a l 
economic investment, t o create jobs f o r low-income people. 

HUD con s o l i d a t e d planning, a p p l i c a t i o n and r e p o r t i n g 
requirements f o r f o u r separate formula-grant programs -- CDBG, 
HOME, Emergency Shelter Grants and Housing f o r People w i t h AIDS 
- - i n t o a s i n g l e , seamless process. This change, e f f e c t i v e i n 
1995, d r a m a t i c a l l y reduces paperwork f o r l o c a l i t i e s and s t a t e s , 
and gives them more f l e x i b i l i t y . I t also encourages them t o forge 
comprehensive, communitywide and r e g i o n a l a c t i o n plans t h a t 
i n v o l v e community-based groups and i n d i v i d u a l r e s i d e n t s and 
i r i t e g r a t e economic and housing developmerit s t r a t e g i e s w i t h 
s t r a t e g i e s f o r making neighborhoods s a f e r , reducirig ,homelessness, 
i n c r e a s i n g housing m o b i l i t y , expanding j o b o p p o r t u n i t i e s through 
b r a i n i n g and educatipn and strengthening f a m i l i e s . This new, 
co n s o l i d a t e d planning process w i l l serve as the basis f o r l o c a l 
and s t a t e a p p l i c a t i o n s f o r HUD's new performance-based.funds. 

L o c a l i t i e s have been provided w i t h new t o o l s t o remove 
o b s t r u c t i o n s t h a t hinder j o b c r e a t i o n (e.g., land 
assembly,"brownfields") through expanded t e c h n i c a l assistance. 

I n s t i t u t i o n s of higher l e a r n i n g have.been urged t o 
p a r t i c i p a t e i n strengthening t h e i r communities and r e g i o n a l " 
economies by recognizing, rewarding, and showing examples of 
university-community p a r t n e r s h i p s . 

TRANSITIONS: 1995 • 

HUD w i l l implement the Empowerment Zones and E n t e r p r i s e 
Cbmmunities.program, e x p e d i t i n g waivers f o r s e l e c t e d communities 
and t a k i n g o t h e r actions t o ensure the program's success. 

HUD w i l l continue t o create jobs f o r low-income persons by 
a l l o c a t i n g up t o $50 m i l l i o n i n Economic Development I n i t i a t i v e 
g r a n t s . ' 

1996 AND BEYOND ' 

Reinvention would consolidate - cur r e n t HUD grants f o r 
community economic development i n t o a s i n g l e Community 
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Opportunity Fund. ' Consolidated programs'would i n c l u d e Community 
Development BlockiGrant (CDBG), Youthbuild and the Economic 
Development I n i t i a t i v e . 

The Community Opportunity Fund would provide l o c a l i t i e s and 
st a t e s w i t h f l e x i b l e f u n d i n g f o r the economic r e v i t a i i z a t i o n and 
renewal o f d i s t r e s s e d communities. The Fund would provide formula 
grants t o l o c a l and s t a t e governments, w i t h a n a t i o n a l set-aside 
f o r Native Americans. The a l l o c a t i o n s p l i t between l o c a l i t i e s 
and s t a t e s would be the same as under the CDBG program, 70 
percent f o r l o c a l i t i e s , 30 percent f o r s t a t e s . J u r i s d i c t i o n s 
would be p e r m i t t e d t o use the Federal grants f o r a wide range of 
a c t i v i t i e s , i n c l u d i n g : 

e Assistance t o community-based o r g a n i z a t i o n s f o r neighborhood 
r e v i t a i i z a t i o n e f f o r t s ; 

e Business loans t o entrepreneurs t o b u i l d supermarkets or 
commercial centers i n d i s t r e s s e d communities; 

e " M o b i l i t y t o work" e f f o r t s t h a t l i n k r e s i d e n t s i n d i s t r e s s e d 
communities w i t h j o b o p p o r t u n i t i e s elsewhere i n the 
m e t r o p o l i t a n area; and ' ' 

e Environmental' cleanup o f "b r o w n f i e l d s i t e s " t o prepare f o r 
economic or hbusing develppment. 

-1 • . 

To achieve maximum l e v e r a g i n g , a Ipan guarantee mechanism 
wpuld be made a v a i l a b l e tP I p c a l i t i e s and s t a t e s along the l i n e s 
of the e x i s t i n g Section 108 program. , 

As w i t h the other two Funds, a strong framework f o r r e s u l t s -
o r i e n t e d a c c o u n t a b i l i t y would be es t a b l i s h e d . 

Five'percent pf funds f o r t h i s consolidated program would be 
set aside t o reward m e t r o p o l i t a n areas t h a t develop i n t e g r a t e d 
economic development s t r a t e g i e s . . , 

From f i s c a l year 1996 t o 1997, CDBG, Youthbuild and EDI 
would be immediately c o n s o l i d a t e d i n t o the new Cbmmunity 
Opportunity Fund. 
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REVITALIZING NEIGHBORHOODS 

GUIDING PRINCIPLES .. 

The b e n e f i t s and o p p o r t u n i t i e s of expanding urban econbmies 
must reach a l l corners of our g r e a t e r m e t r o p o l i t a n areas. The 

^best way t o enable a l l urban r e s i d e n t s , i n c l u d i n g those who l i v e 
' i n d i s t r e s s e d neighborhoods, t o p a r t i c i p a t e i n economic expansion 
i s through.bottom-up, community-based i n i t i a t i v e s . 

HUD must support the e f f o r t s of l o c a l government, community-
- based n o n p r o f i t groups, churches, neighborhood leaders, and 
community r e s i d e n t s t o develop and c a r r y out i n i t i a t i v e s t b 
develop a f f o r d a b l e housing," and promote business and j o b growth 
block by block, neighborhood by neighborhood. 

PROGRESS TO DATE 

^Community Deyelopment Block Grant funding increased from $4 
b i l l i o n i n FY 1993 t o $4.6 b i l l i o n i n FY 1995. Among other 
a c t i v i t i e s , CDBG supports a wide range of community development 
a c t i v i t i e s , i n c l u d i n g enabling community-based o r g a n i z a t i o n s t o 
c a r r y out numerous r e v i t a i i z a t i o n a c t i v i t i e s . Recent CDBG 
r e g u l a t i o n s have made i t much ea s i e r f o r l o c a l i t i e s t o use CDBG 
f o r i n n o v a t i v e develbpment a c t i v i t i e s t h a t create jobs and focus 
on neighborhood r e v i t a i i z a t i o n . 

Numerous b a r r i e r s t o e f f e c t i v e implementation pf the HOME 
program have been removed, p r o v i d i n g both l o c a l i t i e s and 
community-based or g a n i z a t i o n s w i t h g r e a t e r f l e x i b i l i t y t o use 
HOME f o r neighborhood r e v i t a l i z a t i o r i . F i f t e e n percent of HOME 
grants go t o community-based o r g a n i z a t i o n s . 

HUD designated 20 ir i n o v a t i v e community development 
c o r p o r a t i o n s t o receive .tax b e n e f i t s f o r programs, t o create jobs 
and provide t r a i n i n g f o r low-income r e s i d e n t s . 

, HUD awarded $38 m i l l i o n i n Youthbuild grants t o help 
, disadvaritaged youth l e a r n employment s k i l l s through c o n s t r u c t i n g 
and r e h a b i l i t a t i n g housing f o r low-income and homeless people. 

The O f f i c e of.Community V i a b i l i t y was e s t a b l i s h e d t b empower 
neighborhood groups t o p a r t i c i p a t e i n l o c a l community d e c i s i o n ­
making. 

HUD in v e s t e d i n the N a t i o n a l Community Development 
I n i t i a t i v e , which iuses HUD funds t o leverage funding from p r i v a t e 
foundations f o r c a p a c i t y b u i l d i n g i n community development 
c o r p o r a t i o n s . Twenty m i l l i o n d o l l a r s was invested by HUD and was 
matched by $67 m i l l i o n from p r i v a t e foundations,and corporations.. 
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Communities have, been empowered by improving housing 
production, c a p a c i t y i n neighborhoods; supporting the development 
of housing p r o d u c t i o n c a p a c i t y i n community development 
c o r p o r a t i o n s ; and i n s t i t u t i o n a l i z i n g a l l i a n c e s w i t h foundations, ' 
churches, n a t i o n a l community o r g a r i i z a t i o n a l , and CDCs. 

HUD has given c i t i z e n s and groups support by c r e a t i n g an 
. i n n o v a t i v e software package t o provide, c l e a r i n f o r m a t i o n about 
how communities spend t h e i r money. This software gives c i t i z e n s 
easy and understandable access t o a map which shows where f e d e r a l 
funds are being spent i n t h e i r neighborhood. Through the ~ , 
consolidated, p l a n , HUD has also sponsored coordinated t e c h n i c a l 
assistance sessions f o r co n s o l i d a t e d v p l a n n i n g ' t h a t b r i n g together 
a l l elements of communities. 

C o l l a b o r a t i o r i among foundations,, corppiratipns, n p n p r o f i t 
groups, community or g a n i z i n g networks, advocacy o r g a n i z a t i o n s , 
a r t s and sp o r t s organizaLions, l o c a l and s t a t e governments, and 
oth e r f e d e r a l agencies, has been f o s t e r e d . 

Greater emphasis hais been placed on addressing the needs of 
uriderserved populations, such as migrant farmworkers, Americans 
l i v i n g i n the colonias and i n r u r a l areas, and Native Americans 
i n t r i b a l communities. 

TRANSITIONS: 1995 - ' 

HUD w i l l f u l l y implement j o b programs, such as the CDBG = 
Jobs i n i t i a t i v e t o f a c i l i t a t e c r e a t i o n of jobs f o r low-income 
workers. 

1996 AND BEYOND 

P a r t i c i p a t i o n by community-based, o r g a n i z a t i o n s would be a 
c r i t i c a l element under the new performance-based funds. 

To ensure the continued, s t r o n g p a r t i c i p a t i o n of community-' 
based groups i n hbusing develbpment, c u r r e n t l e g a l l y mandated 
set-asides for' such grbups as eommunity housing development 
o r g a n i z a t i o n s ("CHDOs") would be in c o r p o r a t e d i n the' A f f o r d a b l e , 
Housing Fund. 
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ORGANIZING FOR PERFORMANCE AND RESULTS 

GUIDING PRINCIPLES 

The primary goal of r e i n v e n t i o n is. t o transform HUD i n t o a 
customer-driven,, r e s u l t s - o r i e n t e d o r g a n i z a t i o n . The o v e r r i d i n g 
purpose of the various planned o r g a n i z a t i o n a l changes, program 
r e s t r u c t u r i n g and c o n s o l i d a t i o n e f f o r t s i s t o ensure t h a t HUD's 
programs and services reach the Department's customers and 
u l t i m a t e • b e n e f i c i a r i e s i n a responsive'and t i m e l y manner. The 
Department w i l l maximize, the use of a l l a v a i l a b l e s t a f f , 
a d m i n i s t r a t i v e and program resources i n working c o o p e r a t i v e l y 
w i t h c i t i e s , counties and states, i n t r u e p a r t n e r s h i p s . Rather 
than being.perceived as an obst a c l e to'change, HUD w i l l work w i t h 
communities to' i d e n t i f y and e l i m i n a t e , b a r r i e r s t o e f f e c t i v e use 
of program , resources, t o address l o c a l needs,. I t w i l l p r ovide 
t e c h n i c a l assistance and c o n s u l t i n g services t o l o c a l o f f i c i a l s 
i n s o l v i n g community problems. ' ' 

The Department w i l l continue the e f f o r t s i n i t i a t e d i n 1994 
t o streamline both the o r g a n i z a t i o n and decision-making process. 
Through f u r t h e r d e l e g a t i o n o f a u t h o r i t y and s i m p l i f i c a t i o n of 
program requirements, f i e l d employees w i l l be empowered t o 
provide"more e f f i c i e n t and r e s u l t s - b r i e n t e d s e r v i c e t o customers. 
There w i l l be maximum f l e x i b i l i t y i n addressing prpgram and 
o r g a n i z a t i o n a l issues based on ' p a r t i c u l a r I p c a l s i t u a t i c n s i n 
c i t i e s arid , states . 

The p a r t n e r s h i p between HUD, management and the employee^ , 
unions w i l l continue t o be an u n d e r l y i n g p r i n c i p l e i n p l a n n i n g 
and implementing f u r t h e r o r g a n i z a t i o n a l and programmatic change 
i r i the.Department. | 

PROGRESS TO DATE 

The Department has made s i g n i f i c a n t progicss i n b u i l d i n g a 
f i e l d s t r u c t u r e which places customers at the top of the 
o r g a n i z a t i o n a l c h a r t . Major changes-in the p r g a n i z a t i p n a l 
s t r u c t u r e i n 1994 f a c i l i t a t e d improved program d e l i v e r y and 
performance a c c o u n t a b i l i t y . A s s i s t a n t ' Secretaries are h e l d 
accountable f o r the success o f t h e i r programs and have empowered 
t h e i r respective f i e l d ! s t a f f s t o make numerous decisions 
p r e v i o u s l y made i n Headquarters. The e n t i r e HUD f i e l d 
o r g a n i z a t i o n has been r e s t r u c t u r e d t o r e f l e c t t h i s new 
philosophy. As p a r t of ,this process, the Regional O f f i c e 
s t r u c t u r e , o f t e n c h a r a c t e r i z e d by d u p l i c a t i v e review processes, 
has been .eliminated. The a b i l i t y of the f i e l d to:respond t o 
customer needs was s i g n i f i c a n t l y enhanced through these changes. 

Secretary's Representatives and State and Area Coordinators 
were appointed t o oversee i n t e r n a l c o o r d i n a t i o n bf HUD programs 
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and assure t h a t the Department was p r o v i d i n g coordinated q u a l i t y 
program d e l i v e r y t o l o c a l i t i e s , . Each o f f i c e i s responsible f o r 
p r o v i d i n g e f f e c t i v e communication, c o o r d i n a t i o n arid support t o 
governors, mayors and st a t e and l o c a l o f f i c i a l s . Through the 
establishment, of (Community Empowerment Teams, f i e l d managers 
engaged customers t o share t h e i r i n s i g h t s regarding community 
needs and the q u a l i t y of HUD customer s e r v i c e . 

Recognizing t h a t our employees are a valuable resource and 
e s s e n t i a l t o the accomplishment of the HUD mission, HUD 
management signed n a t i o n a l p a r t n e r s h i p agreements w i t h AFGE and 
NFFE employee "unions. I n furtherance of thiis e f f o r t , we 
c o l l a b o r a t e d w i t h our union partners i n improving workplace . . 
i c o n d i t i o n s and plianning and implementing the f i e l d 
r e o r g a n i z a t i o n . Enhanced o p p o r t u n i t i e s f o r - t r a i n i n g the work 
f o r c e t o meet i t s new r e s p o n s i b i l i t i e s r e s u l t e d from the 
e s t ablishment o f the HUD T r a i n i n g Academy and i n i t i a t i n g 
I n d i v i d u a l Performance Plans f o r employees. The importance of 
d i v e r s i t y and equal employment o p p o r t u n i t y and a f f i r m a t i v e 
employment was recognized through nationwide EEO t r a i n i n g f o r a l l 
managers and d i v e r s i t y t r a i n i n g f o r a l l f i e l d s t a f f . 

I » 

TRANSITIONS: 1995 

HUD's new f i e l d s t r u c t u r e w i l l move even more d e c i s i o n 
making t o the l o c a l l e v e l and ensure t h a t we are responsive t o 
the needs p f customers i n each s t a t e . S t a f f w i l l be a v a i l a b l e t o 
co n s u l t w i t h gpvernors, mayors, i n d u s t r y r e p r e s e n t a t i v e s , 
r e s i d e n t s and community groups t o a s s i s t them i n improving the 
l i v e s o f the many,pepple whp b e n e f i t frpm HUD's prpgrams. 

The c o n t i n u i n g e f f o r t t o streamline the Department's 
o p e r a t i o n s w i l l r e s u l t ' i n , decreased costs as we brganize i n ways 
t h a t maximize the use of l i m i t e d human resources and take f u l l 
advantage o f t r a i n i n g and t e c h n o l o g i c a l advances. , A l l of these 
r e o r g a n i z a t i o n e f f o r t s w i l l continue t o be developed i n -
p a r t r i e r s h i p w i t h , t h e unions. 

.1 • • • 
TRANSITIONS: 1996 AND BEYOND 

F u r t h e r adjustments i n the f i e l d , s t r u c t u r e w i l l ,be made t b 
accommodate the r e d u c t i o n i n the number of programs and t o 
f u r t h e r reduce operating costfS. I n order t o ensure t h a t the 
Department i s responsive t o ' t h e needs of our c l i e n t s , the f i e l d 
w i l l be s t r u c t u r e d i n a manner t h a t ensures the p r o v i s i o n of • 
-appropriate and accessible services ,to s t a t e s , c i t i e s and 
l o c a l i t i e s . 
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MANAGING FOR PERFORMANCE AND RESULTS 

GUIDING PRINCIPLES 

HUD has spent two years addressing management d e f i c i e n c i e s 
t h a t accumulated over the past 15 years. HUD must continue t o 
str e a m l i n e decisibn-making and improve customer s e r v i c e 
throughout the country. 

HUD must r e b u i l d i t s capacity t o serve communities, and HUD 
has begun t h i s , t o do t h i s by changing i t s o r g a n i z a t i o n a l 
s t r u c t u r e and i n s t i t u t i n g new systems t o assure performance 
a c c o u n t a b i l i t y . i , . ' 

HUD -must r e f a s h i o n i t s e l f as an e n t r e p r e n e u r i a l , e f f i c i e n t , 
leaner o r g a n i z a t i o n , committed t o enharicing p r o d u c t i v i t y through 
t r a i n i n g and investment i n technology. 

PROGRESS TO DATE ! 

HUD i s e s t a b l i s h i n g a performance-driven o r g a n i z a t i o n 
designed t o achieve c l e a r missions, committed t o a t t a i n i n g 
measurable r e s u l t s and managed through a s t r a t e g i c performance 
system t h a t i n t e g r a t e s budget, policy,- personnel, and 
o r g a n i z a t i o n to.fbcus on performance. 

HUD has t u r n e d - i t s e l f i n t o a " r i g h t - s i d e - u p " o r g a n i z a t i o n , 
'where f i e l d o f f i c e s are the b u i l d i n g . b l o c k s o f t h e ' o r g a n i z a t i o n a l 
s t r u c t u r e and where the r e g i o n a l , l a y e r of a d m i n i s t r a t i o n i s 
eliminated". HUD's approach i s team-oriented, wbrking i n 
p a r t n e r s h i p w i t h communities, r e s p e c t f u l of the ideas of 
community p r o v i d e r s . 

Longstanding d e f i c i e n c i e s i n resource management p r a c t i c e s 
are a l r e a d y being corrected, and an i n t e r n a l c o n s u l t i n g c a p a c i t y 
t b help managers implement changes i n programs and support-
r e i n v e n t i o n i s being developed. 

HUD has invested i n i t s workforce and improved workplace 
c o n d i t i o n s , t h r o u g h c o l l a b p r a t i o n w i t h the Department's unipn ' 
pa r t n e r s and the establishment of an academy t o t r a i n employees. 
I n accordance'with the President's Executive Order, HUD signed 
n a t i o n a l p a r t n e r s h i p .agreements w i t h the unions, AFGE arid NFFE. 

HUD has.placed a p r i o r i t y on Equal Employment Opportunity 
and the A f f i r m a t i v e Employment Program t o demonstrate respect f o r , 
d i v e r s i t y . 

Nationwide EE'O Tr a i n i n g f o r a l l managers, and d i v e r s i t y 
t r a i n i n g f o r a l l f i e l d o f f i c e s t a f f - h a v e been- e s t a b l i s h e d . 

HUD ,has invesited i n tra'ining f o r employee p r o d u c t i v i t y and 
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performance by establishing a HUD Training Academy, I n d i v i d u a l 
Development Plan, and pa.rtnerships with the University of 
D i s t r i c t of Columbia and the University of Maryland.. 

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

1 ' . " .. ' • • - -1 

HUD i s develpping and implementing a departmentwide 
framewprk t o correct longstanding deficiencies i n resource 
management practices, and systems to protect agairist fraud, waste 
and abuse have been set up. 

TRANSITIONS: 1995 

HUD w i l l impiemerit ,a new performance management system that 
i s f u l l y integrated with HUD's strategic and operational plans, 
and that assures management accountability f o r results;: reduce 
costs and improve outcomes of HUD's operations and services; 
develop and implement a mid-level career development prpgram; and 
upgrade a l l aspects cf technological i n f r a s t r u c t u r e . 

The Of f i c e of Administration w i l l be reorganized t o support 
the National Performance Review objectives, t o erihance customer 
service, and to serve as an in-house consultant service f o r the ! 
Department-wide reorganization. 

1996 AND BEYOND 

Administration w i l l continue to ref i n e and d.eyelop i t s 
support t o ensure ;a high level of customer service as the 
Department i s restructured. 
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