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FORE\YL01}ND

The Academy is pleased to help the U.S. Department of Housing and Urban
Development (HUD) improve its process for monitoring and overseeing the
assisted housing provided to deserving Americans by public housing authorities
and private owners. Today, 10 million individuals in 4.3 million households rely
on HUD-assisted housing. About 28 percent of this housing is traditional public
housing. The remaining 72 percent is provided by the private sector.

In recent years, HUD lost the ability to keep track of the condition of the housing
units it was supporting. Both the General Accounting Office and HUD’s
Inspector General have criticized the department for this lapse. Under the lead-
ership of Secretary Andrew Cuomo, HUD has made considerable progress over
the past three years in rectifying the situation. It has installed a performance
measurement system to assess the quality of most assisted housing units, the
financial and management stability of the housing providers, and the satisfaction
of residents. However, the system was installed rapidly, with inadequate indus-
try and resident consultation. It is not a perfect system, but it is operating and
improving.

The thrust of the Academy’s report s to recommend improvements to the system
and urge HUD to take a more consultative approach when implementing them.
Public administration is becoming increasingly collaborative. The use of service
delivery partnerships is now the norm in many federal programs. We believe this
report provides HUD with important advice about how to transform its housing
programs into more responsive, customer-oriented activities for serving the
American people.

The Academy thanks Congress for mandating this study and HUD for its coop-
eration throughout the effort. We also appreciate the many federal, state, local,
and private-sector advisors who worked with the panel throughout to help us
understand the many complexities of this important subject. The Academy
panel assembled to direct this study also is to be commended for pursuing a col-
laborative process with the industry and residents. The process yielded many
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valuable insights, and mirrors the process that the panel recommends for use by
HUD.

Lo A Fotanss

Robert J. O’Neill, Jr.
President
National Academy of Public Administration



EXECUTIVE SUMMELXN

As requested by Congress, the National Academy of Public Administration
(Academy) panel on HUD-assisted housing has evaluated alternative approach-
es to evaluating the effectiveness of the local public housing agencies and private
providers who implement the HUD programs. The panel found that:

HUD’s monitoring and oversight role is an essential core function that can-
not be delegated to others.

HUD’s system needs significant modification.

Modification of HUD’s system needs to be done in effective consultation
with HUD’s customers and partners—including the industry that provides
the housing, the residents who live in the housing, and the communities
where the housing is located.

Elements of other systems—including accreditation—could usefully supple-
ment a modified HUD system, but they cannot replace it.

These findings led the panel to recommend that HUD:

modify its evolving quality-assurance system significantly, using elements of
other approaches to make it more complete, more acceptable to the housing
industry, and less burdensome

make certain urgent operational improvements in the system that is now
being used

refine the system by making a series of longer-term systemic improvements to
achieve greater simplicity and flexibility and to increase the focus on results

transform the governance of the quality-assurance system into a highly con-
sultative process in partnership with the housing industry and residents

This executive summary briefly highlights the congressional study request, the
panel’s overall views, the study’s methodology, the characteristics of a good qual-
ity-assurance system that the panel used to evaluate and compare alternative
approaches, and the panel’s formal findings and recommendations.
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Executive Summary

THE CONGRESSIONAL STUDY REQUEST

Section 563 of the Quality Housing and Work Responsibility Act (QHWRA) of
1998 (PL 105-276) called for a study of alternative approaches to evaluating the
effectiveness of local public housing agencies (PHAs) and other providers of
housing that are assisted by the U.S. Department of Housing and Urban
Development (HUD). The Academy panel responsible for the study has exam-
ined HUD’s system as well as several other approaches for assessing HUD-assist-
ed housing providers. The panel refers to HUD’s system as a “quality-assurance
system,” because that is the system’s ultimate purpose.

In addition to requiring a comparison of HUD’s current system with several
other approaches, the congressional mandate for this study also required an eval-
uation of whether HUD’s monitoring and oversight activities “should be elimi-
nated, expanded, modified, or transferred to other entities (including govern-
mental and private entities) to increase accuracy and effectiveness and improve
monitoring.” The Academy submitted an Interim Report in June 2000, as
required by QHWRA. That report summarized the data collected to that point,
but it did not make recommendations. In this final report, the Academy panel
presents its findings and recommendations.

OVERALL VIEWS

The panel’s findings, briefly summarized above and presented in full below, are
neither simple nor uniform because HUD’s system operates differently for its
three major assisted housing programs. Those programs are administered by
two different HUD program offices and are overseen with the help of several new
HUD organizations and performance measurement mechanisms that are still
evolving. In one program (traditional public housing), housing is provided
directly by PHAs; in the other two programs (Section 8 tenant-based and Section
8 project-based), private rental units are made available to needy people through
HUD subsidies. The Section 8 Tenant-Based Program is administered by HUD’s
Office of Public and Indian Housing (PIH), while the Section 8 Project-Based
Program is administered by HUD’s Office of Housing.

During this study, it also became apparent that PIH and the public housing
industry needed to have a much better working relationship. This finding is just
as important as those that address the effectiveness of HUD’s quality-assurance
system. The issue is not just whether accreditation—or some other system—is a
better method for assessing and helping to improve the quality of HUD-assisted
housing, or how HUD’s system compares to other systems. It also is whether it
is possible to improve the relationship between HUD and its partners for pro-
viding low- and moderate-income housing. In the panel’s view, this relationship
needs urgent repair. Until that happens, the problems that caused Congress to
call for this study cannot be fully addressed.

HUD has moved aggressively to address past criticisms from the General
Accounting Office and HUD’s Office of Inspector General that HUD had failed to



oversee assisted housing. Both said that HUD did not know the physical and
financial condition of its assisted housing inventory and should do more to
ensure its quality. Secretary Cuomo and his staff deserve credit for developing
new systems and processes that HUD can use to improve performance and
accountability in this important area. Certain functions were centralized for the
sake of efficiency. HUD established two new organizations under the Deputy
Secretary that measure the performance of public and private providers of HUD-
assisted housing (the Real Estate Assessment Center—REAC) and enforce com-
pliance with housing laws (the Departmental Enforcement Center—DEC). In
addition, PTH added an Office of Troubled Agency Recovery that works through
two Troubled Agency Recovery Centers (TARCs) to help deficient PHAs improve
their performance and avoid legal actions by DEC. However, these reorganiza-
tions occurred when HUD was being sharply downsized. Because of downsizing
and personnel transfers, HUD’s front-line staff became less capable of working
with the public and private providers of HUD-assisted housing.

As much as HUD deserves credit for this initiative, the credibility of HUD’s new
system has been undermined by its adversarial relationship with many of the
entities that implement HUD-assisted housing programs. This relationship,
especially with local PHAs, was problematic even before HUD began to assess
and monitor them more systematically and effectively. Furthermore, the rela-
tionship has deteriorated, at least in part, because HUD used an inadequate con-
sultation process to create and implement its new quality-assurance system. On
the private assisted housing side, a more collegial relationship between providers
and HUD has helped to smooth over the rough spots in the new system.

The Academy panel believes that HUD cannot achieve an effective, well-run
quality-assurance system for its assisted housing programs without a more
effective working relationship with the assisted housing industry. Improved
working relationships are needed to raise the credibility of the assessment tools
being used, reduce the system’s administrative burden, and better align the sys-
tem’s goals with the outcomes that well-run assisted housing providers are try-
ing to achieve. Failing this, the industry and HUD will continue to have unpro-
ductive confrontations over the assessment scores from HUD’s new quality-
assurance system.

The panel recognizes the importance of HUD’s regulatory role and its fiduciary
responsibility to ensure that the federal funds entrusted to the department are
spent in accordance with laws and regulations. It also recognizes that regulation
and enforcement are essential components of HUD’s quality-assurance system
for assisted housing providers. But the panel believes as well that regulation and
enforcement should not be the primary means of conducting daily business with
partners and stakeholders. These legalistic approaches imply that the relation-
ship between HUD and its partners is one-way-HUD directs and the housing
providers, including PHAs, comply. However, PHAs are instrumentalities of state
and local governments. As such, they are components of the federal system and
should be treated as partners rather than simply as contractors. A partnership
between HUD and PHAs can create an environment that is more conducive to
meeting the current challenges facing the assisted housing community, and more
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effective in building trust and goodwill with the housing providers whose work
is essential to meeting HUD’s assisted housing goals.

Despite HUD’s large investment in its new system, the panel also believes that
HUD needs to be open to looking at other quality-assurance approaches that can
bring supplemental benefits to its own evolving system for assessing, monitor-
ing, and overseeing assisted housing providers. Both HUD and the public and
private providers need a well-functioning quality-assurance system to help them
achieve the statutory outcomes for which they share joint responsibility.

METHODOLOGY

The Academy panel directed extensive research, including numerous document
reviews and over 100 detailed interviews in Washington, DC and 18 other cities
nationwide. Academy staff interviewed officials at HUD headquarters and HUD
offices in eight states. They also interviewed a host of interested parties, many of
whom were named in QHWRA. Academy staff interviewed not only organized
interest groups, but also actual providers and residents of HUD-assisted housing
and local government officials. The panel’s methodology reflected congression-
al intent that there be broad consultations. The wide exchange of ideas that
resulted was very useful to the panel as it prepared its interim and final reports.

Written comments on the draft of this final report were received from HUD and
five other parties. The comments, which are reproduced in Appendix D as
required by QHWRA, include both technical corrections and views on the
panel’s findings and recommendations. Some views on the findings and recom-
mendations agree and others differ with the panel’s views.

In most cases, the technical corrections have been made at appropriate places in
the report. The principal views expressed in the written comments have been
noted at appropriate points in the body of this report. An introduction to
Appendix D summarizes the comments received and describes how they have
been reflected in the final report. The panel appreciates the contributions that
HUD and the other parties have made in the final review and comment stage of
this study.

CHARACTERISTICS OF A GOOD
QUALITY-ASSURANCE SYSTEM

To provide a basis for evaluating HUD’s current quality-assurance system, and
for comparing it with several alternative approaches, the Academy panel, in con-
sultation with the HUD-assisted housing industry, developed 14 characteristics
of a good quality-assurance system:

1. system goals consistent with mutually agreed-upon outcomes, assessment
standards, and procedures

2. self-assessment and continuous improvement processes

3. onssite peer review to provide independent, outside perspectives and suggestions



4. internal quality-assurance procedures

5. independent physical inspections

6. independent financial audits

7. independent management audits

8. resident surveys

9. community and resident involvement in the assessment process

10. mechanism to score/certify housing providers using agreed-upon assess-
ment standards

11. appeals process

12. recovery mechanism to help housing providers identify and remedy prob-
lems

13. enforcement mechanism to sanction housing providers for non-compliance

14. cost-effective and affordable process

FINDINGS

In examining the facts and the research, the Academy panel agreed on 12 find-
ings. They are grouped below in three major categories:

B findings on consultation and relationships
B findings on HUD’s current system
B findings on other approaches

Findings on Consultation and Relationships

FINDING 1. Public housing agencies are important components of the fed-
eral system of American government and are HUD’s partners.

PHAs are neither contractors nor simple extensions of HUD. They are govern-
mental entities in their own right, created under state and local laws that are con-
sistent with federal law. Local officials appoint their boards, conduct their busi-
ness in public, and frequently extend their activities beyond the bounds of feder-
al programs. For these reasons, they are separate from HUD, even though they
are subject to HUD oversight because of the federal financial relationship. PHAs
are key partners with HUD in achieving the mission of providing decent, safe,
and sanitary housing to low- and moderate-income people, and in meeting other
statutory goals.

FINDING 2. Consultation and collaboration are key tools for creating effec-
tive relationships among partners; they could play a significant role in
improving relationships between HUD and PHAs.

Consultation is important for HUD because of its dependence on its partners in
carrying out its mission. It is particularly important for HUD to consult with
PHAs and other units of local government as fellow governments, instead of sim-
ply as contractors. Reducing tension and improving performance require
redefining the roles of institutions, building new capacities, and redefining basic
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relationships. That will require HUD and its partners to place greater emphasis
on consultation.

In carrying out consultations, HUD should adhere to principles that provide or
promote:

B an inclusive process that facilitates participation by all key stakeholders and
gives them a role in establishing the process

B assistance for stakeholders who need it to participate effectively in the con-
sultations

B free and effective exchange of information about the issues on which the par-
ties will be consulted

B timely access to information and timely feedback to stakeholders about how
their input was used and what changes it caused

B stakeholder satisfaction with the process
B stakeholder influence on decisionmaking

Findings on HUD’s Current System

FINDING 3. The department is moving in a positive direction by demon-
strating a commitment to improving the quality of HUD-assisted housing
and the performance and accountability of the organizations that imple-
ment HUD’s low- and moderate-income housing programs.

By implementing its new quality-assurance system, the department has demon-
strated a commitment to improving the performance and accountability of the
organizations that provide HUD-assisted housing. HUD also has shown a com-
mitment to strengthening the public’s trust in the department. This new system
is an important step toward addressing historical concerns about HUD’s man-
agement of its assisted housing programs. HUD’s new system is pursuing the fol-
lowing improvements:

B It contains essential assessment tools—physical condition, financial condi-
tion, management performance, and resident satisfaction—that are needed to
judge the performance of HUD-assisted housing providers.

B The assessment tools enable the department to provide a more complete
report to Congress and the American people about the status and condition
of the nation’s public and assisted housing stock and the organizations that
provide low- and moderate-income housing with HUD assistance.

B [Initiatives to contract-out the management of HUD’s Section 8 Housing
Assistance Payments (HAP) contracts, which support private housing



providers, are designed to increase the resources that are devoted to oversee-
ing and monitoring the Section 8 project-based program.

B The new system HUD is developing to assess the Section 8 tenant-based pro-
gram (SEMAP) appears to be attracting substantial industry support.

FINDING 4. Providing credible and effective monitoring and oversight is
an essential mission for HUD.

HUD must have a reliable and effective means of determining whether it is dis-
charging its inherently governmental responsibilities for spending federal funds
in accordance with law and good practice standards. None of the other
approaches the Academy panel considered can substitute for this essential core
mission of HUD.

FINDING 5. HUD’s new quality-assurance system has design deficiencies
and barriers to effective implementation.

HUD’s new quality-assurance system is still evolving. Currently, it lacks some
important attributes of a good quality-assurance system. In this respect, HUD’s
system is not unique. None of the other approaches that the Academy panel
examined has all of the desired attributes. In addition, the new quality-assurance
system'’s requirements are exceeding the capacity of HUD and the industry to
implement them. The principal concerns are:

B HUD’s system lacks the following key characteristics: (1) broadly agreed-
upon outcome goals, assessment standards, and procedures; and (2) pro-
grams to promote continuous improvement by housing providers.

B Other elements of HUD’s system are not well developed. They include: (1)
internal quality-assurance procedures; (2) community and resident involve-
ment; and (3) the appeals process.

B HUD and many housing providers lack the necessary staffing, automated
systems, technical assistance, and training capacity to effectively manage and
implement the department’s quality-assurance system.

B The current system does not tailor its assessment procedures sufficiently to
recognize differences among PHAs. Those differences include their size,
style of operation, responsibilities for more than HUD programs, and per-
formance status.

FINDING 6. Although HUD continues to refine its assessment tools, assist-
ed housing providers, particularly PHAs, continue to raise questions about
whether they accurately portray the condition of HUD-assisted housing.

Some of the concerns identified by assisted housing providers have resulted
from the rapidity with which HUD developed and deployed its new assessment
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tools, and the insufficient consultations it conducted with assisted housing
providers, residents, and community representatives during that process. The
concerns include:

B The physical inspection system is not currently providing fully accurate and
replicable assessments of housing providers’ performance.

B The physical inspection scoring process sometimes places burdensome and
disruptive administrative and regulatory requirements on housing providers
and PHAs in particular. This strains their budgets without demonstrating
added value in terms of outcomes sought. For example, a number of PHAs
reported that they feel compelled to “manage to the physical inspection score”
they receive. Several executive directors said their boards and communities
look critically at the physical inspection score, and create pressure to correct all
physical deficiencies identified by the inspection, regardless of their severity, in
order to raise the inspection score. This strategy could redirect funds from ini-
tiatives with higher priorities. Thus, by focusing narrowly on raising the phys-
ical inspection score, PHAs may forgo other investments that could improve
their residents’ lives more significantly. An overemphasis on minor problems
may put regularly scheduled maintenance and renovation programs at risk.

B The physical inspection system is not flexible enough to deal with local situ-
ations and housing/building codes except through the appeals process.
Obvious errors and misunderstandings can be adjusted administratively by
contacting REAC before final scores are issued, but other matters must be
appealed more formally after the scores are issued.

B HUD has not moved swiftly enough to finalize an effective appeals program.
As of August 2000, only interim guidelines were in effect.

FINDING 7. HUD and the public housing industry have not established a
partnership based upon governmental agencies working together to achieve
common goals. Instead, there are longstanding perceptions that PHAs are
HUD’s subordinates, not its partners.

While PHAs must comply with the terms of their HUD contracts, they are units
of local government created under state law, consistent with federal law. Their
goals are determined locally as well as nationally. HUD needs to recognize PHAs’
governmental status and build an intergovernmental partnership with them
based on this status.

FINDING 8. HUD’s new assessment tools are not the product of a strong
consultation process.

In the public housing arena especially, HUD’s culture, program structures,
staffing, and practices have evolved over many decades without fostering effec-
tive consultation with partners and stakeholders. This lack of effective consulta-
tion has hampered:



B cffective stakeholder participation in the development of assessment tools
B industry and resident acceptance of the new tools
B constructive partnerships with public housing agencies

Meetings alone do not constitute effective consultations. The Academy panel
found that HUD’s consultations with its assisted housing partners would be
more effective if they were based on the systematic application of the six prin-
ciples set forth in Finding 2. Applying these principles for more effective con-
sultation with housing providers, residents, and community representatives
could enhance acceptance and implementation of HUD’s new quality-assur-
ance system.

FINDING 9. Partnerships can produce benefits.

Comparing the public housing and Section 8 project-based programs shows that
partnerships can produce positive results. HUD is using similar assessment
tools for the public housing and Section 8 project-based programs. However, the
Office of Housing has taken a more consultative approach to working with its pri-
vate provider partners than PIH’s approach to working with PHAs. As a result,
the Office of Housing has found it easier to obtain its housing providers’ accept-
ance of needed system adjustments. Earlier training of multifamily field staff and
a greater ability to adjust how scores apply to individual projects have made it
easier for Section 8 private providers to address assessment results. The Office of
Housing’s efforts to partner with private housing providers to implement the
new assessment tools have neither reduced its ability to carry out its fiduciary
responsibilities, nor lessened housing providers’ accountability for providing
decent, safe, and sanitary housing.

Findings on Other Approaches

FINDING 10. None of the other approaches examined included all of the key
characteristics of a good quality-assurance system or the HUD regulatory
functions.

None of the other approaches includes all of the characteristics. Also, none of
them can provide the regulatory functions that HUD must exercise in order to
discharge its responsibility for spending federal funds in accordance with law
and current standards of good practice. Thus, none of the other approaches that
were considered could substitute for HUD’s core mission.

FINDING 11. All of the other approaches that were considered have char-
acteristics which, if used appropriately, could supplement and improve the
current HUD system.

B Accreditation. Accreditation and accreditation-like systems include 8 of the
14 characteristics of a good quality-assurance system, the same number as
HUD’s system, but a somewhat different set of characteristics. Four charac-
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teristics—widely agreed-upon standards and procedures, self-assessment and
continuous improvement, peer review/site visits, and community and resi-
dent involvement—are absent from HUD’s current system. The internation-
al quality standards (known as ISO) emphasize internal quality assurance,
another weakness of HUD’s system. However, none of the accreditation
models include physical and financial reviews comparable to those in HUD’s
system. Nor do they include recovery and enforcement characteristics, two
major elements of HUD’s system.

B Private Services. Models examined in this area include 7 of the 14 charac-
teristics. One model includes peer review, which is not in the HUD system.
There was substantial overlap in the private models’ ability to conduct finan-
cial and management audits similar to those that HUD performs now. Some
private companies have also developed, or are developing, a physical inspec-
tion capacity comparable to HUD’s system.

B Devolution. The devolution models examined include 8 of the 14 charac-
teristics of a good quality-assurance system. Several—physical and financial
inspections, scoring, recovery, and enforcement—overlap HUD’s system.
This is partly because several of the examined devolution models are HUD-
administered programs. Using the Government Performance and Results
Act (GPRA) to support a performance-based form of devolution could com-
bine HUD’s regulatory responsibilities with increased responsibility for its
partners.

B Self-Assessment. Self-assessment modelsinclude 6 of the 14 characteristics,
depending on which model was being examined. Several models include
characteristics that are not found in HUD’s system, including widespread
agreement on standards and procedures, self-assessment, and peer reviews.

FINDING 12. The other approaches to quality assurance that this report
examines could help HUD tailor its approach more fully to the different
HUD-assisted housing programs and providers.

There already are considerable differences in how HUD oversees and monitors its
three main housing assistance programs. The different political and market con-
ditions that apply to them as well as the different cultures of the HUD offices that
administer them contribute to these differences in oversight and monitoring.

However, there are additional needs for tailoring the quality-assurance system to
the needs of specific HUD-assisted housing programs and providers. For each
program, it also is prudent to reassess how much monitoring and oversight is
necessary. For example, would it be better to catch 90 percent of the problems
with an affordable, non-burdensome monitoring and oversight system, or 99
percent with an unaffordable and overly burdensome one?

The panel emphasizes that adding new, finely tailored components should be
approached carefully, in consultation with affected housing providers, residents,



and community representatives. The scope of this study did not permit the full
development of this important notion of tailoring HUD’s monitoring and over-
sight system.

RECOMMENDATIONS

In view of these findings, the Academy panel makes the following four major rec-
ommendations to HUD and Congress:

RECOMMENDATION 1: A Modified Approach

HUD should continue to modify its current quality-assurance system for
HUD-assisted housing programs, and should move toward a hybrid
approach. The approach should blend elements of HUD’s current system
with those of other approaches so that all the characteristics of a good qual-
ity-assurance system are incorporated without increasing the burdens on
HUD-assisted housing providers. Reducing existing burdens in the moni-
toring and oversight system should be an important goal in modifying
HUD’s system.

The purpose of the recommended modifications is to ensure accountable per-
formance by housing providers without excessive oversight or intervention in
their operations, as well as to promote continuous improvement in HUD’s assist-
ed housing programs. The elements of a good quality-assurance system that are
absent from HUD’s system are:

B widespread agreement on the system’s goals and standards

B use of self-assessment and peer-review processes to motivate continuous
improvement processes within housing provider organizations

B use of internal quality-assurance processes by housing providers

B provisions for community and resident involvement in developing and
implementing improvements

In consultation with all of the affected parties, HUD should proceed to refine and
modify its current quality-assurance system for the public and assisted housing
programs along three paths—operational, systemic, and governance. Initiatives
in these areas can begin concurrently. Because all future assessment scores for
PHAs, as well as for private housing providers, will be official (not advisory), and
because there is still significant controversy within the public housing commu-
nity about the credibility and accuracy of those scores, HUD should give top pri-
ority to incorporating these changes into its system.
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RECOMMENDATION 2: Operational Improvements

HUD, in consultation with all of the affected parties, should make the fol-
lowing urgent refinements to its new quality assurance system. The modi-
fications should be made in an open consultative environment where all
parties have access to information about the changes. The modifications
also should be thoroughly tested.

HUD recognizes that its new quality-assurance system needs improvement. Ithas
taken steps to correct many problems, and has expressed its willingness to make
additional modifications. Although the system is evolving, HUD now is giving
official assessment scores to both PHAs and assisted private housing providers. In
this situation, the department now needs to ensure that its new quality-assurance
system is fair and accurate, and that HUD and its assisted housing providers can
administer it effectively. The following five modifications are needed:

B Finalize and implement the appeals process for PHAs. PHAs have report-
ed enough disputes about advisory Public Housing Assessment System
(PHAS) scores to support the need for a readily available and timely appeals
process that begins at the local level. As of August 2000, the department was
actively developing an appeals process for PHAs that would establish local
review boards in each PIH hub; however, it was not yet fully operational.
Now that PHAS scores are official, the need for such a fully functioning
appeals processis even more acute. The department should move quickly to
establish local review boards in each of its hubs, disseminate to HUD and its
partners information on the appeals processes and procedures that must be
followed, and train review-board members to execute their responsibilities.
HUD also should establish a quality control mechanism to ensure that the
review boards are effectively carrying out their responsibilities.

B Enhance HUD’s capacity to administer the system. Many PHAs, private
providers, and accounting firms have had difficulty communicating in a time-
ly, effective way with REAC and other HUD housing program offices by
phone and electronically. HUD is taking steps to address these problems.
These essential communications problems should be remedied as quickly as
possible to avoid the additional time and costs they cause housing providers,
and to avoid any improper penalties for assisted housing providers and
unnecessary appeals. In addition, HUD should empower its field offices to
be more reliable and effective as partners and as initial points of contact for
public and private housing providers.

B Upgrade the capacity of housing providers. The public and private
providers that HUD assists—the department’s program delivery partners—
need current program information, training opportunities, improved com-
puter capacity, and software upgrades to remain capable of working effec-
tively and efficiently with HUD. Delays in making these tools available create
frustrations, present barriers to effective and efficient implementation of
HUD programs, and may unfairly reduce housing providers’ scores.



B Continue refinement of assessment tools. HUD has been refining numer-
ous aspects of its four assessment tools to address problems that it and its
partners have identified. These refinements should continue in consultation
with all affected parties in order to improve industry, residents, and commu-
nity support for the tools. This will require HUD to expand discussions
beyond definitions of deficiencies so that they include an examination of the
formula factors that convert inspection findings into official scores. HUD
also should consider adding a fair housing assessment element to the man-
agement assessment subsystems for the public housing and Section 8 tenant-
based programs. It could be based on the protocols that PIH and multifami-
ly field staffs use when they perform on-site assessments. Elements for
assessing compliance with requirements for accommodating persons with
disabilities and conserving energy should also be considered. In addition,
REAC should amend the inspection protocol by adding a step where HUD
would consult with housing providers before it issues an official score. This
would allow housing providers and HUD to resolve any misunderstandings,
correct obvious errors without overburdening the appeals system, and place
identified deficiencies within the context of the provider’s own improvement
plans and priorities. Unscheduled diversion of resources into lower priority
activities would be avoided.

B Retain existing distinctions in current assessment practices among the
three assisted housing programs. The distinctions in monitoring and over-
seeing HUD’s three main assisted housing programs should be retained.
These distinctions accommodate the programs’ unique histories, features,
and clienteles. Any additional distinctions that can be agreed on quickly in
order to facilitate implementation should be made in consultation with the
all affected parties.

RECOMMENDATION 3: Systemic Improvements

HUD should redesign the following aspects of its new quality-assurance
system for assisted housing in order to achieve greater simplicity and flex-
ibility and to increase its focus on outcomes.

B Conduct an effective consultation process that is consistent with the
principles cited in Chapter 2 to reassess and agree upon the outcomes
that the assessment system should measure. Inadequate agreement on
goals and standards of the current system has perpetuated much of the resist-
ance to implementing it. Long-term modifications to HUD’s current system
should flow from broader agreements between HUD and its partners about
the desired outcomes. Those agreed-upon outcomes—dealing perhaps with
quality of living units, safety of residents, and similar goals—should form the
basis for what the quality-assurance system is designed to measure. Except
where statutory requirements provide no discretion, HUD should pursue
collaborative decisionmaking with all of the affected parties making joint
decisions.
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B Provide flexible, tailored approaches to quality assurance. HUD should

allow housing providers to use other approaches for evaluating their per-
formance as long as they measure the broad outcome goals discussed above
and meet HUD’s assessment standards. This flexibility would allow for dif-
ferent assessment approaches for different types of housing providers based
upon their size, type, and performance status. Assessment approaches may
combine elements of HUD’s new quality-assurance system and other
approaches identified in Chapter 4. To the extent practical, HUD should
allow housing providers to choose other assessment mechanisms, including
approved private services, to measure their progress toward achieving the
agreed-upon outcome goals. HUD also should identify barriers to flexibility
and initiate regulatory and statutory revisions to reduce them.

Approve the use of private services. The department should approve the
use of private assessment services that use HUD approved assessment stan-
dards, subject to departmental audits, in lieu of HUD assessments. An array
of approved private services would allow housing providers to choose serv-
ices that best match their program needs and resource constraints.

Reduce data collection requirements to alleviate administrative bur-
dens. HUD should reduce its data collection and reporting requirements for
assisted housing providers to include only the information needed for man-
agement and program evaluation purposes or for reporting to residents and
others.

Enhance flexibility at the local level to achieve outcome goals. HUD
should use existing federal block grants, demonstration programs, and waiv-
er provisions as models for modifying HUD’s public housing programs. The
objective should be to transfer substantial flexibility and discretion over the
use of funds for legislatively authorized purposes to state and local housing
agencies that have a record of administering HUD programs responsibly.
QHWRA already provides for some of this flexibility via the fungible use of
capital and operating funds. HUD should take full advantage of these provi-
sions and look for other avenues to increase flexibility and authority at the
local level. HUD should use streamlined monitoring and oversight mecha-
nisms to hold local officials accountable for meeting performance goals that
are clearly outlined in performance contracts and legislation. Increased flex-
ibility in how to comply with statutory requirements—including those in civil
rights and fair housing laws—should not relieve HUD-assisted housing
providers of their responsibilities to comply with these statutory require-
ments.

Manage PHAs through performance contracts. HUD should use an out-
come management approach to improve its relationship with PHAs as well as
to improve their performance. Using this approach, HUD and PHAs should
jointly identify outcome-oriented performance goals and measures that are
consistent with provisions in GPRA, negotiate the terms of their working
relationships, and incorporate these agreements into their performance con-



tracts. HUD should initiate the regulatory and statutory revisions that are
necessary to provide the flexibility that is needed to support effective per-
formance contracts.

B Extend special assistance to near-troubled housing. HUD should provide
special technical and/or financial assistance where it is needed to prevent
housing providers from becoming troubled in the first place or from return-
ing to troubled status.

B Enhance HUD staff capacity. HUD should assess its staff capacity to imple-
ment the new quality-assurance system and allocate appropriately skilled
staff as needed. This effort also should focus on enhancing HUD’s capacity
to provide technical assistance to assisted housing providers. The resource
estimation study HUD is pursuing should be able to identify where revised
staff allocations are needed. HUD also should initiate a program for staff
exchanges between PIH and PHA employees under the Intergovernmental
Personnel Act. This would enhance staff knowledge and skill and promote
greater understanding of respective roles and viewpoints.

RECOMMENDATION 4: Governance Improvements

HUD should actively seek to improve its relationship with the assisted hous-
ing industry and the public housing industry, in particular, by transforming
its style of governance from a regulatory and enforcement approach to a
more balanced approach that is based on consultation and, where appro-
priate, collaboration. To do so, HUD should initiate the following:

B Housing Quality Board. Using authority under the Federal Advisory
Committee Act (FACA), the secretary of HUD should create a Housing Quality
Board with the primary responsibility of advising HUD on: (1) performance
goals for assisted housing providers; (2) goals for the quality-assurance system
for HUD-assisted housing; (3) assessment standards for measuring the per-
formance of assisted housing providers; and (4) alternative procedures for
implementing the assessment standards. HUD also could assign the board
broad responsibilities for advising the department on issues of deregulation,
inconsistencies in regulatory requirements, and initiatives to promote continu-
ous performance improvement. Such a board should have balanced represen-
tation from public and private landlords, the industry groups that represent
them, and the residents who are being served. The secretary should establish
the board in consultation with the groups represented.

B Consultative Rulemaking. The current regulatory process gives HUD’s
partners and stakeholders an opportunity to comment on proposed regula-
tions that affect HUD-assisted housing programs. In some instances,
Congress also has required negotiated rulemaking between HUD and the
industry. The Academy panel believes that HUD should use an effective con-
sultation approach, as defined in Finding 2, to involve the affected public and
private landlords and residents early in the development of future regula-
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tions for HUD-assisted housing programs. Consulting with the industry and
residents during the development of regulations can be expected to reduce
the number of comments and/or the amount of opposition to regulatory pro-
posals. The time spent on the consultative process in the early part of the
rulemaking process likely would be offset by the reduced time that is needed
later to deal with industry and other stakeholder concerns. And the resulting
rules are likely to be more appropriate and more workable.

Resident and Landlord Role in Assessments. In consultation with all of
the affected parties, HUD should establish a meaningful role for public and
private landlords and residents in HUD’s process for assessing the quality of
the provided housing services.

Regular Meetings between HUD and Residents of HUD-Assisted
Housing. HUD should hold regular meetings with residents to give the
department the opportunity to hear residents’ concerns directly and give res-
idents the opportunity to hear directly from the department. Such meetings,
some of which have been held with promising results, should involve HUD
field office and headquarters program staff. Also, they should be held region-
ally periodically to make them more accessible to residents.



CHAPTER 1

Introduction

Section 563 of the Quality Housing and Work Responsibility Act (QHWRA) of
1998 (PL 105-276) called for a study of alternative approaches to evaluating the
effectiveness of public housing agencies (PHAs) and other providers of housing
that are assisted by the U.S. Department of Housing and Urban Development
(HUD). The mandate required a comparison of the current system used by HUD
with alternatives, and an evaluation of whether HUD’s monitoring and oversight
activities “should be eliminated, expanded, modified, or transferred to other enti-
ties (including governmental and private entities) to increase accuracy and effec-
tiveness and improve monitoring.”

The National Academy of Public Administration transmitted to Congress an
Interim Report, required by Section 563, on June 15, 2000.1 That report summa-
rized results of the data collection phase of the study without coming to conclu-
sions and recommendations. This Final Report, also required by the statute, con-
tains the Academy panel’s findings, conclusions, and recommendations. It does
not repeat the basic descriptive material in the Interim Report except as required
to ensure clarity and understanding.

This chapter describes the context in which the study began and the Academy’s
approach to it.

HUD’S REDESIGNED QUALITY-ASSURANCE SYSTEM

For many years, Congress has been critical of HUD’s management of assisted hous-
ing programs. The General Accounting Office (GAO) and HUD’s Office of the
Inspector General (1G) have issued several critical reports on the subject.2 In addi-
tion, problems with HUD’s assisted housing programs contributed to GAO desig-
nating HUD as a federal entity at “high risk” of not carrying out its fiduciary respon-
sibilities. Inresponse to these criticisms, HUD redesigned its system of monitoring
and overseeing its public and assisted housing programs, and began to implement
anew approach to systematically assess the quality of its housing portfolio.3
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This report refers to HUD’s new system for monitoring and overseeing public
and assisted housing programs as a “quality-assurance system” because its pur-
pose is to ensure the quality of HUD’s assisted housing programs. From HUD’s
viewpoint, its new quality-assurance system has two primary purposes:

B improving the lives of HUD-assisted housing residents

B reestablishing the credibility of, and public trust in, HUD’s ability to imple-
ment its housing programs+

HUD’s strengthened oversight system rests on a foundation of statutory goals,
administrative regulations, and management reforms. Although it is not clear
exactly how these three different sources of goals and requirements interact,
there appears to be agreement that the system’s underlying goals include:

B afundamental focus on providing decent, safe, and sanitary housing in a suit-
able living environment at an affordable price (applies to all HUD-assisted
housing programs)

B avariety of enhancements to the lives of the residents, including fair housing
opportunities, drug control, gun control, de-concentration of poverty, access
to public services, and income self-sufficiency of residents (applies most

directly to the traditional public housing program)

B assuring that federal funds are used in accordance with the law (a fiduciary
responsibility that applies to all HUD housing programs)

B cffective and responsible management by the public and private organiza-
tions providing HUD-assisted housing facilities and services (applies to all

HUD housing programs—see box next page)

For the public housing program, the U.S. Housing Act of 1937, as amended, sets
forth a series of specific monitoring requirements. They include:

B ensuring the lower-income character of the provided housing
B prescribing sound management practices and assuring that they are followed

B determining and publishing indicators that reflect the management per-
formance of public housing agencies (PHAs)

B identifying and commending exemplary performers, in cooperation with
national organizations that represent PHAs

B cstablishing methods to determine and assist troubled PHAs



ORGANIZATIONS THAT PROVIDE
HUD-ASSISTED HOUSING

Affordable housing made possible by HUD financial assistance, is provided
through and administered by large numbers of public and private organiza-
tions. They include:

Public Housing Agencies. The original federal affordable housing pro-
gram—still provided through the 1937 Housing Act, as amended—is the
“public housing program.” It is administered by over 3,000 local public
housing agencies (PHAs), which are units of local government. Most PHAs
continue to administer the traditional public housing program in publicly
owned properties. However, many also administer rental vouchers that
qualifying families and individuals may use to rent housing in qualified pri-
vate apartments in their community. In some cases, state housing agencies
(SHAs) also administer a rental voucher program.

Private Apartment Owners and Management Companies. In addition to
the rental voucher program, private owners of buildings may construct or
convert their properties to HUD-assisted projects that are financially sup-
ported by annual rent-subsidy payments under contracts with HUD. These
private owners often hire housing management firms that specialize in
HUD-assisted projects to manage these properties. These newer rent-sub-
sidy and project-subsidy programs have grown rapidly, and now house more
HUD-assisted families and individuals than the traditional public housing
program. The number of private properties in these programs is substan-
tially larger than the number of PHAs.

Landlords. The term “landlords” is more often applied to the private own-
ers or managers of HUD-assisted housing, than to PHAs. However, PHAs
also function as landlords, and they may be referred to as such.

HUD’s new quality-assurance system (see box on next page) is largely evolving
from the department’s Management Reform Plan (MRP 2020) that was pub-

lished in 1997. That plan called for:

increasing program monitoring and measurement to ensure higher perform-

ance

reorganizing HUD into discrete functions to serve distinct customer groups

instead of having it administer specific programs
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SYSTEMS TO HELP ENSURE THE QUALITY OF
HUD-ASSISTED HOUSING PROGRAMS

” W ”

The terms “assessment,” “monitoring,” “oversight,” and “quality-assurance”
are all used in this report and other sources to describe HUD’s new initiative
to measure, report on, and improve the quality of HUD-assisted housing
facilities and the organizations that provide them. Brief definitions follow in
order to clarify these closely related terms.

Assessment System. HUD’s new “assessment system,” administered by the
recently created, departmentwide Real Estate Assessment Center (REAC),
measures the following four qualities:

physical quality of the housing facilities

financial soundness of the housing organizations that provide them
management performance of the housing-provider organizations
resident satisfaction with the facilities and provider organizations

£ WIS

REAC uses four distinct “assessment tools” to make the measurements out-
lined above. It develops “assessment scores” and provides them to the HUD
program offices that oversee the housing provider organizations.

Monitoring and Oversight System. The assessment system described
above is only the beginning of HUD’s overall system to help and hold
accountable housing providers. HUD also monitors providers through
direct contact by its field staff, the activities of the Office of Troubled Agency
Recovery and the Departmental Enforcement Center, and by other means.
This larger system is the “monitoring and oversight system.”

Quality-Assurance System. The combined purpose of HUD’s “assessment
system” plus its broader “monitoring and oversight system” is to help
improve the quality of HUD-assisted housing facilities and programs—not
simply to assess, measure, or hold them accountable for following proper
procedures. The Academy panel believes that it is most appropriate to eval-
uate HUD’s new system in terms of the larger desired outcomes rather than
just the assessments, monitoring, and oversight activities that are carried
out. To emphasize this point, the term “quality-assurance system” has been
introduced into this report.

Functional reorganizations have created several new units in HUD. The follow-
ing are directly related to monitoring and overseeing HUD-assisted housing pro-
grams:

B Real Estate Assessment Center (REAC), which provides four principal
assessment services (physical condition, financial condition, management
quality, and resident satisfaction) and reports directly to the deputy secretary



B Office of Troubled Agency Recovery in the Office of Public and Indian
Housing (PIH), which works with troubled PHAs (through two national
Troubled Agency Recovery Centers, or TARCs) to help raise PHA perform-
ance to acceptable levels

B Departmental Enforcement Center (DEC), which reports directly to the
deputy secretary and takes legal action, if necessary, either to restore HUD-
assisted housing providers to acceptable levels of performance, or to take
them over

HUD has stated its goal for these reforms as follows: “For the first time in HUD’s
history, all properties will be physically inspected and financially audited by out-
side contractors using a comprehensive and uniform protocol. Portfolios will
then receive a risk assessment based on these reports. HUD staff can focus on

PRINCIPAL HUD-ASSISTED HOUSING PROGRAMS

HUD has a large number of housing assistance programs. Their descrip-
tions may be found in the Academy’s Interim Report.* However, most HUD-
assisted units now are accounted for in three main programs. This report
focuses on them, and they are described briefly as follows:

Public Housing Program. This program was begun in the 1930s. Itis still
the main program administered by many, if not most, of the local PHAs. It
provides for the construction, maintenance, and rental of publicly owned
housing units to low- and moderate-income families and individuals. The
amount of rent charged to the residents varies according to their financial sit-
uation and family size. This program is coordinated increasingly with the
state-administered welfare-reform programs.

Section 8 Tenant-Based Program. This newer program provides rental
subsidies in amounts based on need. The subsidies enable qualified families
and individuals to rent apartments in private apartment buildings that have
been offered by the private owners for this purpose, and have been approved
by the PHA as being “decent, safe, and sanitary.” The PHA issues the rent-
subsidy vouchers to residents, maintains lists of participating private apart-
ments, monitors the private owners, and reports program results to HUD.

Section 8 Project-Based Program. This program, also much newer than
the public housing program, provides long-term rent-subsidy contracts to
private owners of housing projects who make an entire property available
for rent to HUD-qualified low- and moderate-income families and individu-
als. The contracts are made directly between HUD and the private owners.
However, the administration of these contracts now is being turned over to
qualified administrative entities, including state housing agencies.

* http://www.napawash.org/napa/hudinterim2000.pdf
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the most troubled and neediest properties.”> HUD’s current monitoring and
oversight system, as well as this study, focus primarily on HUD’s three main low-
and moderate-income housing programs: (1) the public housing program; (2)
the Section 8 tenant-based program; and (3) the Section 8 project-based program
(see box on previous page). These programs and others in HUD’s portfolio are
described in greater detail in the Academy’s Interim Report.6

THE PANEL’S APPROACH TO THE STUDY

The Academy panel recognizes that HUD needs a system for holding housing
providers accountable for implementing its assisted housing programs.
Currently, the regulatory element of HUD’s housing monitoring and oversight
system dominates. However, program monitoring and oversight, as well as the
quality-assurance systems developed for those purposes have the potential to go
well beyond regulation. For example, these activities and systems can assist the
monitored organizations to maintain adequate performance and improve their
operations. Representatives of the HUD-assisted housing industry expressed
interest in this study because they saw it as an avenue for improving the per-
formance of the industry’s “poor performers,” and for examining what they per-
ceived as micromanagement by HUD.

As the Academy’s panel began its review of HUD’s current monitoring and over-
sight system, it noted that federal agencies increasingly are seeking more involve-
ment by other governmental agencies and non-governmental institutions. They
are doing this to secure greater acceptance of the approaches to be used to pur-
sue their missions and improve their performance. As this occurs, roles are being
redefined, and the capacities and relationships among all those involved are
being transformed. This new way of doing business, which extends to many pro-
grams both inside and outside of HUD, requires agencies to place greater empha-
sis on consultation. Congress has recognized the need for increased consulta-
tion to produce desired outcomes by enacting provisions that require it in both
the Government Performance and Results Act of 1993 (GPRA) and QHWRA.

Criteria for Comparing Alternative Approaches

Considering the changes taking place in the way federal agencies are conducting
business, and the diverse purposes that monitoring and oversight can achieve,
the Academy panel adopted a broad, quality-assurance approach to assessing
both HUD’s current system and any potential alternatives. This approach recog-
nizes that the organizations being assessed have a valid role in the overall assess-
ment process. It also provides for examining the extent to which an assessment
system (1) contains preventative measures that could help avoid mismanage-
ment, and (2) focuses on actions that are needed to raise the quality of the hous-
ing that is receiving HUD assistance. To emphasize quality improvement, the
Academy panel’s approach has two main parts:

1. identifying the high-quality outcomes that HUD-assisted housing providers
should be held responsible for achieving



2. establishing characteristics of the quality-assurance system that will measure
and encourage attainment of those outcomes

Outcomes to be Achieved

Good physical condition of the housing and sound finances are obvious out-
comes on everyone’s list. However, there is less agreement about three others:
(1) opportunities for the residents to become self-sufficient; (2) tenant relations
that help to maintain and improve the housing facilities and living conditions;
and (3) community relations that help improve and develop support for HUD-
assisted housing as a compatible part of the community that provides positive
assets rather than negative influences. These more recently enacted statutory
goals have not been fully incorporated into the operations of HUD-assisted
providers yet and are more difficult to achieve.

Characteristics of a Good Quality-Assurance System

In consultation with the HUD-assisted housing industry, the Academy panel
developed the following 14 characteristics of a good quality-assurance system.
The panel used these characteristics to assess HUD’s current quality-assurance
system, and to compare it with several other approaches.”

1. System Goals Consistent with Mutually Agreed-Upon Outcomes,
Assessment Standards, and Procedures: Quality-assurance system goals
for HUD-assisted housing should be based upon clearly stated outcome
goals for well run assisted housing providers that are widely accepted by
HUD and the housing industry; and, they can be clearly linked to standards
and procedures by which HUD-assisted housing may be assessed.

2. Self-Assessment and Continuous Improvement: A good quality-assurance
system should include some elements of self-assessment and continuous
improvement that are designed to help assisted housing providers improve
their performance.

3. Peer Review/Site Visit: A good quality-assurance system should provide
some degree of on-site peer review to infuse housing providers’ programs for
performance improvement with independent, outside perspectives and sug-
gestions.

4. Internal Quality-Assurance Procedures: A good quality-assurance system
should incorporate and encourage internal procedures within housing
organizations that ensure the quality of their operations and results.

5. Independent Physical Inspections: A good quality-assurance system
should include some form of independent, on-site, physical inspection of
HUD-assisted housing properties.

6. Independent Financial Audit: A good quality-assurance system should
include an independent audit of HUD-assisted housing providers’ finances.
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7. Independent Management Audit: A good quality-assurance system should
include a management audit of housing providers.

8. Resident Survey: A good quality-assurance system should provide opportu-
nity for residents’ feedback on the quality of their housing and their relations
with the housing-provider organization. A survey is one way to obtain such
feedback.

9. Community and Resident Involvement: A good quality-assurance system
should include a mechanism to determine how HUD-assisted housing
providers involve residents in management and community representatives
in meeting local needs in ways that reflect community values. Community
leaders and assisted housing residents should also be actively involved in the
assessment process.

10. Scoring/Certification Mechanism: A good quality-assurance system
should include a mechanism for certifying the extent to which housing
providers meet the agreed-upon assessment standards.

11. Appeals Process: A good quality-assurance system should include a fair and
easily accessible mechanism to correct errors.

12. Recovery Mechanism: A good quality-assurance system should include
mechanisms that help housing providers remedy problems identified by the
assessment process.

13. Enforcement Mechanism: A good quality-assurance system should have an
enforcement capacity to sanction providers when they do not comply with
program and regulatory requirements.

14. Cost-Effective and Affordable Process: A good quality-assurance system
should be cost-effective and affordable to assisted housing providers.

Evaluating HUD’s New Quality-Assurance System

The Academy panel’s first task was to evaluate HUD’s current quality-assurance
system. HUD’s newly established system continues the department’s traditional
regulatory approach to monitoring and overseeing its housing assistance pro-
grams, but it seeks to make it more systematic, better documented, and more
effective. Traditionally, it has been difficult for HUD to sanction poorly perform-
ing housing providers because of deficiencies in its quality-assurance system.

The new quality-assurance system establishes a series of uniform national stan-
dards for measuring the physical and financial condition of the housing; the qual-
ity of the management organizations responsible for delivering the programs to
the residents; and residents’ satisfaction with the facilities and services. These
standards, embodied in REAC’s four main assessment subsystems, are described
in the Academy’s Interim Report, and are summarized in Chapter 3 of this report.
The new quality-assurance system is implemented somewhat differently for



HUD’s three main housing assistance programs, and incentives for good per-
formances recently have been incorporated into the public housing program. At
the other end of the spectrum, each program has regulatory sanctions for poor
performance, which may include receivership or foreclosure. The Academy
panel’s evaluation of HUD’s current system appears in Chapter 3.

Considering Other Approaches

In the legislation that calls for this study, Congress asked for a comparison of
HUD’s current monitoring and oversight system with the following alternative
models: accreditation, performance-based, local review, private contractor, and
other. The Academy panel identified and examined the accreditation and private
contractor models, but it interpreted the remaining models on Congress’ list as
follows:

B Performance-based models were interpreted as: (1) HUD strategic and annu-
al performance planning under GPRA, which includes goals for HUD-assist-
ed housing programs; and (2) performance contracting practices by HUD.
The panel considered them applicable to all of the other approaches, but not
alternatives to them. Thus, they have not been treated as separate “models.”

B Local review models were interpreted to be “devolution” and “self-assess-
ment.”

B The “other” models named in the law were interpreted to be hybrids of the
previously named models.

In light of these interpretations, the Academy panel directly evaluated four main
types of other approaches to the existing HUD system for monitoring and over-
seeing its assisted housing programs:

1. accreditation

2. private assessment services
3. devolution

4. self-assessment

Some of these other approaches have previously been considered or used in
HUD-assisted housing programs. For example, accreditation of public housing
authorities and other HUD-assisted housing providers has been debated for
many years in Congress and elsewhere. It was a key alternative that Congress
wanted considered in this study.

Self-assessments are part of accreditation, but some PHAs and many other public
agencies in a variety of fields perform self-assessments for their own benefit, quite
apart from any formal accreditation process. Self-assessments often include var-
ious elements of self-study, strategic planning, and reassessment of relationships
with customers and partners. These activities are similar to some elements of an
accreditation process, but they do not have the independent outside review and
certification that a full accreditation process would normally encompass. Self-
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assessment in this sense, however, is a much more substantive, self-improvement
process than the self-certification (checklist) process formerly used in HUD’s
housing programs, often with unsatisfactory results. Self-assessment remains a
component of HUD’s current management assessment subsystem.

Independent audits, generally performed by private assessment firms, also are a
well-established mechanism for assessing the soundness of assisted-housing
program delivery organizations. The audit concept is being broadened beyond
its roots in finance to encompass many other management and operational
activities.

Devolution is exhibited by various forms of increased state and local discretion
in the use of federal grants.

The devolution and private services approaches, which would partially transfer
responsibilities from HUD, raise definitional issues that often have caused con-
fusion in debates about their advisability. To help clarify the consideration of
these approaches, frameworks for considering devolution and privatization fol-
low.

A Framework for Considering Devolution

Figure 1 depicts a simple matrix with four cells. In the upper left-hand cell, the
federal government pays for and delivers a service. This is easily recognized as a
completely centralized model. In the diagonally opposite cell, state and local
governments pay for and deliver the service all by themselves. This is easily rec-
ognized as a model of complete devolution (with no remaining federal role). In
the other two boxes, there is a “mixed” situation where the federal government
and its state and local governmental partners both play important roles. The cell
on the lower left could represent a program of federal grants to state or local gov-
ernments (a very common type of shared responsibilities). Of course, if a state or
local match is required, then there is a need for another cell in the matrix.
Expanding the matrix with many additional cells could depict the wide range of
complexities encountered in federal-aid programs. The upper, right-hand cell
represents a reverse form of devolution in which some state and local responsi-
bilities are transferred to the federal government. Thus, many degrees of devo-
lution can be visualized through this conceptual framework.

For purposes of this study, a devolution strategy is any proposal that would move
some existing federal responsibilities or activities more toward state and local
responsibility. The strategy does not have to aim for complete devolution; in gen-
eral, it does not.

A Framework for Considering Privatization

In Figure 2, a similar matrix has been constructed for visualizing privatization.8
The upper left cell is the one where the function is performed and paid for entire-
ly by government. The lower right cell represents a function completely per-
formed and paid for by the private sector. The other two cells represent mixed
responsibilities, a situation which is becoming increasingly common.



FIGURE 1
DIMENSIONS OF GOVERNMENTAL DEVOLUTION
Federal State or Local
Payment Payment
State and Local
Completely Federal Payments or Fees for
Fed‘eral Program Services from the
Delivery Federal Government
State or Local Wide Open Completely State
Delivery Non-Matched and Local
Block Grant Responsibility

For purposes of this study, any proposal for transferring public responsibilities
or activities toward the private sector may be considered a degree of privatiza-
tion. Thus, contracting out, which makes up much of the literature on privatiza-
tion, and many other proposals that do not completely remove all governmental
responsibility, may be considered to be forms of privatization.

Considering Regulatory Analysis Requirements

Title IT of the Unfunded Mandates Reform Act of 1995 (UMRA), along with relat-
ed Office of Management and Budget (OMB) guidance,® requires federal agen-
cies to perform special analyses when they propose new regulations that would
impact state, local, and tribal governments in major ways, including devolution.
This analytical process requires the federal agency to: (1) consider alternative
approaches; (2) consult with the affected governments; (3) estimate any costs
that would be imposed (which would not be federally reimbursed) and the ben-
efits that would accrue to the various parties; and (4) strive to choose the options
that would impose the least burden on the affected governments and the nation-
al economy. Special consideration is to be given to the effects on small govern-
ments (under 50,000 in population). For purposes of this act, state and local
housing agencies are included in the definitions of state and local governments.

If the estimates of un-reimbursed costs imposed on state, local, and tribal gov-
ernments exceed $50 million in any single year, or if the costs to private compa-
nies exceed a nationwide aggregate of $100 million in any single year, these
analyses and consultations must be a formal part of the rulemaking process.
Thus, UMRA could apply to new regulations designed to improve HUD’s current
system (addressed in Chapter 3), or to replace or supplement it (addressed in
Chapter 4).
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FIGURE 2

DIMENSIONS OF THE PUBLIC/PRIVATE CHOICE

Public Sector
Delivery

Private Sector
Delivery

GOVERNMENT

Government Payment

Private Payment

Completely Public

Private-Public
Partnership

Public-Private
Partnership

Completely Private

The “Moving Target”

The introduction to the Academy’s Interim Report pointed out that this study
addresses activities that are undergoing change. Many of the systems that are
described are relatively new, without final regulations in some cases, and not
fully implemented. Since the Interim Report was issued, new legislative propos-
als have been introduced which could change the situation even further. If enact-
ed, some of the major proposals that could become relevant to this study are:1°

L

Program consolidation—would reduce the number of HUD-assisted hous-
ing programs through consolidation and termination.

Permanent “Moving-to-Work” (MTW) authorization—would require the
secretary to approve MTW for any PHA applicant, except for the lowest per-
forming ones, as long as the applications comply with law.!!

Reduce the burden of housing quality standard inspections—would
allow Section 8 landlords the option of having annual inspections on a prop-
erty or building basis, instead of a unit basis.

Capacity building for affordable housing program—would reauthorize
and increase grants to non-profits in order to expand affordable housing
capacity.

Work requirement for public housing residents—would coordinate work
requirements for all residents of public housing with state welfare reform
work requirements.

State housing block grants—in the original version, would give states the
option of taking some or all of HUD’s state, local, and private housing assis-
tance as a single block grant under the terms of a five-year performance agree-
ment negotiated with HUD.12



The Academy panel asked HUD to provide an update about the changes that are
taking place so that this report would be as current as possible. However,
because HUD continues to make changes—many of them in response to industry
complaints that were documented in the panel’s Interim Report and elsewhere—it
is possible that some of what is discussed in this report may not be current at the
time this report is published.

METHODOLOGY

The Interim Report includes an extensive section on the methodology that was
used to develop its information.!3 The research thatis documented in that report
was used to develop this Final Report as well. The Academy panel notes that the
extensive interviewing documented in the Interim Reportincludes not just organ-
ized interest groups, but also the providers and residents of HUD-assisted hous-
ing. The criticisms documented in the Interim Report came from too many
sources to be ignored. The methodology and list of interviews, contacts, and
forum participants originally included in an Interim Report appendix also may be
found in Appendix A of this Final Report. The Academy panel believes it is impor-
tant to note that a wide range of interested parties, regardless of their affiliation,
were given the opportunity to participate in an open process—and many did so.

The panel’s study also carefully examined HUD’s new protocols for measuring
and scoring the performance of HUD-assisted housing providers. The panel dis-
agrees with HUD criticisms to the effect that the Academy research was not ade-
quately representative and that it did not include enough contact with REAC to
adequately understand the department’s current housing assessment systems. 4
Members of the study team met with REAC officials on several occasions. A
lengthy meeting with several REAC officials involved in developing the assess-
ment protocols was held in Washington near the end of the study to clarify many
points and to be updated on the implementation of the system. Although HUD’s
system was still evolving when the Academy study was concluding, making it dif-
ficult for the study team to stay current, Academy staff maintained contact with
REAC staff throughout the study to exchange information by phone, fax, and e-
mail about the specifics of the protocols. The study team placed heavy emphasis
on the physical condition and financial scoring systems. A detailed explanation
of REAC’s physical condition assessment protocol was published in Appendix E
of the panel’s Interim Report. The study team is confident that it understands the
essentials of REAC’s protocols.

The study team, however, did not assess the appropriateness, significance, and
reliability of each measure included in the PHAS protocols. The panel believes
that those technical details should be a matter for the technical experts in HUD
and the industry to determine through consultations. Thatis generally how stan-
dards are set in accreditation systems, and the panel believes that is how they
should be set in the housing industry.
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An Open Process

In accordance with congressional intent, the Academy panel’s methodology
included as wide a consultation process as possible. As a result, many of the
deliberations that led to both the Interim Report and this Final Report were con-
ducted in virtually a public setting.

Following preparation of the Interim Report, the Academy staff conducted two
additional forums with interested groups—including organizations representing
HUD-assisted housing providers, tenants, and advocacy groups of sometimes
opposing views, as well as individual housing providers. Academy staff also
conducted follow-up interviews with officials at HUD, OMB, GAO, and other
organizations. These consultations enabled a wide exchange of ideas which was
very useful to the panel as it prepared this report. It also led to the general distri-
bution of discussion papers, some of which were quoted in the industry press
and other printed sources. The Academy panel wishes to stress that those dis-
cussion papers contained concepts that were under consideration and for which
the panel sought industry and HUD input in an open discussion and consulta-
tion process. Following the open forum discussions, the Academy panel met to
discuss the forum input and to develop its report. This report contains the
Academy panel’s findings, conclusions, and recommendations. It also contains
comments on the draft final report, which were received from HUD and five
other organizations. These comments are reproduced in Appendix D and are
reflected and/or referenced throughout the report.

The Project Panel

Appendix B provides brief biographical sketches of the panel of Academy
Fellows who were selected to direct this study, as well as the panel staff. The
panel members include individuals with knowledge and perspectives in the
fields of housing, education, and health, plus state and local government.
Some panel members also participated in forums and meetings with senior
HUD officials.

ORGANIZATION OF THE REPORT

Chapter 2 frames the study with a discussion of the importance of sound rela-
tionships between HUD and the public and private housing providers it assists.
It also frames the principles of effective consultation that can strengthen these
relationships and build mutual trust among the parties. Chapter 3 provides the
panel’s evaluation of HUD’s approach to monitoring and overseeing its assisted
housing programs. It also discusses some possible methods for modifying or
supplementing HUD’s existing system to address current problems and tailor it
to the different delivery programs and organizations. Chapter 4 describes and
evaluates potential alternative approaches to HUD’s system that might be used to
improve and tailor it further. Chapter 5 provides the Academy panel’s conclu-
sions and recommendations.



CHAPTER 2

Roles and Relationships

Chapter 1 provided essential background for the study by describing the organi-
zations involved, the systems being reviewed, the criteria for review, the other
approaches being studied, and other general information about how the
Academy panel proceeded and what other factors the panel considered. This
chapter moves from general background into a more specific discussion of the
relationship between the department and the organizations that actually carry
out HUD’s programs using HUD-provided funds.

HUD WORKS THROUGH OTHERS

To implement its programs and achieve its mission, HUD relies on a wide variety
of state, local, and private organizations. As the Academy’s 1994 study of HUD
states:!>

Though it serves many people, HUD does not build housing or plan
community development projects. HUD is an insurance and grant-
making agency that provides a very broad range of financial assistance
to diverse public and private organizations in hundreds of communi-
ties.

This chapter explores this federal-industry relationship. It examines the impli-
cations of the relationship for how HUD should deal with public and private
organizations that receive HUD financial assistance to help carry out HUD’s mis-
sions.

The Academy has done extensive research on the changing roles of government.
The theme of a paper presented at the Academy’s Spring meeting in June 2000,16
is this: American government has been undergoing a steady, but often unnoticed,
transformation where new processes and institutions, many non-governmental,
are becoming central to carrying out governmental programs. In order to meet
their missions, federal agencies have been sharing responsibility with other lev-
els of government, with private companies, and nonprofit organizations to an
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unprecedented extent in recent years. HUD and many other federal agencies
exemplify this transformation.

CUSTOMERS AND PARTNERS

The organizations that help HUD carry out its mission are its “‘customers and
partners.” The Academy’s 1999 report on HUD’s implementation of GPRALY
stressed the important role that HUD’s customers and partners can and should
play in developing strategic goals and objectives. During that study, the Academy
staff consulted extensively with a wide range of HUD’s customers and partners.
As a result, they developed a framework for strategic planning that HUD has
largely adopted. HUD’s annual performance plans have improved substantially
as aresult.

Regarding the housing programs in this study, HUD works through private
organizations—both for-profit and non-profit—and public organizations, such as
PHAs. HUD provides funding, technical assistance, and oversight to ensure that
the programs are carried out according to congressional intent. Therefore, HUD
must exercise a regulatory function that is consistent with its fiduciary responsi-
bilities to Congress. To accomplish its mission, however, HUD must also depend
on the capabilities, professionalism, and good will of the various public and pri-
vate organizations that implement housing programs. To get the job done, HUD
must carefully balance its regulatory/fiduciary role with its need to develop and
maintain effective working relationships with outside organizations.

The 1999 Academy report on GPRA in HUD stated the following:18

Consultations with affected parties, whether they are program deliv-
ery partners or program beneficiaries, are important and creative
sources of newideas about desired outcomes, how things are working,
and customer satisfaction. The representatives of constituency groups
with whom the Academy staff met were eager to share their thoughts
and anxious to have an opportunity to consult directly with HUD. The
GPRA requirement for customer/stakeholder consultations can sig-
nificantly improve the strategic planning process.

This panel believes that such consultations can improve not only the planning
process, but also program implementation. In other words, developing goals
and objectives in consultation with customers and partners can have significant
impact. However, that impact will not reach its full potential unless customers
and partners also are consulted on how to carry out those goals and objectives.

Some of the officials interviewed for this study indicated that HUD has no part-
ners—it has only contractors who carry out the programs in accordance with their
contractual requirements. While it is true that contracting is part of the process,
the organizations with whom HUD contracts deliver a product not so much for
HUD-as is typically the case in a standard contracting process—as they are for
individual beneficiaries of HUD’s programs. HUD clearly recognizes these dif-



ferences since it does not process its contracts with assisted housing providers
through the department’s contracting office. Instead, it goes through the pro-
gram offices that administer these programs’ funds.

This partnership theme was further developed in the Academy’s 1999 GPRA
report. That report called for HUD to use its programs in cooperation with its
state and local partners to achieve desired outcomes. It also raised the question
of “whois accountable?” and suggested that HUD needs to work with its partners
toward joint accountability.

HUD has said publicly that it accepts and is implementing the concepts and rec-
ommendations in the Academy’s 1999 GPRA report. However, it appears that
HUD would benefit if it broadened the application of effective consultation con-
cepts to its assisted housing programs.

Recent research on the transformation of government20 indicates that govern-
ment must change to meet the challenges created by new ways of doing business.
Most government agencies remain structured and staffed to manage direct pro-
grams through traditionally structured and staffed bureaucracies. While HUD
has begun to transform itself, it has not yet approached its responsibilities in light
of the most recent research that poses three governance issues stemming from
partnering relationships:

1. adaptation—fitting traditional systems to the new challenges of devolution
capacity—enhancing government’s ability to manage effectively in this trans-
formed environment

3. scale—sorting out the functions of different levels of governance and redefin-
ing the role of the federal government in particular

This report cannot address all of the challenges created by the transformation of
government. However, the Academy panel believes that an important part of this
study relates to the third problem set forth above—redefining HUD’s relation-
ships with providers of HUD-assisted housing, both private and public. An
important part of that redefinition pertains to the need for HUD to consult more
effectively with its customers and partners.

The next section explores what the Academy panel means by “consultation.”

PRINCIPLES OF EFFECTIVE CONSULTATION

With HUD’s dependence on both public and private partners to carry out its mis-
sion, it must find effective ways of working together with them at all levels—fed-
eral, state, local, and private. In light of HUD’s experiences with GPRA that are
documented in the Academy’s 1999 report, as well as the clear need for a mecha-
nism for effective communication among all of the involved levels, the Academy
panel believes that effective consultations are a key to success.
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The principles of effective consultation described in this study were derived from
two sources: a review of research and practices in a variety of public and private
fields that relate to communications with external parties; and additional
research in connection with an Academy report on rural consultation processes
for transportation programs that was issued in May 2000.21 Although that report
was done in connection with another program area, its principles adapt well to
other programs in the federal system.

Consultations with external parties may include consultations with members of
the public (often referred to as citizen participation or public involvement); gov-
ernment officials from other agencies and other levels of government (including
elected officials); program beneficiaries; and other affected or impacted parties.
For HUD’s housing programs, consultations are most needed with officials of
PHAs, private housing owners and managers who participate in HUD programs,
residents of HUD-assisted housing, and representatives of communities where
HUD-assisted housing is located. Sound principles of effective consultation are
the same for each group.

Reviewing Research and Practices Relating
to Communication With External Parties

Congress increasingly has been calling for consultations in federal-aid programs.
For example, the legislation that mandated this study calls for extensive consul-
tations. Beyond that, the new QHWRA legislation also includes provisions for
negotiated rulemaking?? which, of necessity, must involve a substantial amount
of dialogue among parties.

Some of the research the Academy panel reviewed in order to develop principles
of effective consultation reflects broad-based efforts to enhance service through
greater customer and citizen participation. Other research specifically addresses
public involvement requirements in federal, state, and local aid programs. While
the research was developed for other programs, it is equally applicable to assist-
ed housing. The research presented here is drawn from the May 2000 Academy
report, but the application to housing programs—and to the customers and part-
ners HUD has in the assisted housing area—is clear. In HUD’s case, “citizen par-
ticipation” could be read as “participation of housing providers, residents, and
community representatives,” while “give information to citizens” could be as read
as “give information to housing providers, residents, and community represen-
tatives.”

The Quality Management Movement

Ever since the book In Search of Excellence2? was published, corporations and gov-
ernments have been seeking ways to get “close to their customers.” This quest is
part of a larger effort to improve quality in products, services, and management.2+
The international standard for quality management (ISO 9000)25 addresses exter-
nal communications needs; similar features are included in the Malcolm Baldrige
National Quality Award for businesses, the President’s Quality Award (for federal
agencies), and similar awards in other countries. These practices are discussed in
Chapter 4 as possible supplements to HUD’s oversight and monitoring practices.



The standards for excellence in external communications extend to customers,
suppliers, and partners. Increased outsourcing of tasks throughout business and
government makes such communications a growing necessity for success. This
practice is similar in many ways to the partner relationships found in federal-aid
programs, for example, those in HUD where state and local governments, private
companies, and non-profit organizations provide the actual services and facilities
financed with federal dollars. Increasingly—and not surprisingly—success comes
to those who can work together most smoothly and productively with their coun-
terparts in the total enterprise.

In the civic sector as well, good external communication is taken as a sign of
excellence. The civic index, used to help judge candidates for the All-America
City Award, is heavy on inter-group communications and the ability to work
together within local communities and regions. The index contains 10 sections
that evaluate “the social and political fabric of a community: how decisions are
made, how citizens interact with one another and government, and how chal-
lenges to the community are met.”26 The 10 sections in the index are:

citizen participation

community leadership

government performance

volunteerism and philanthropy

intergroup and intragroup relations

civic education

community information sharing

capacity for cooperation and consensus building
. community vision and pride

10. regional cooperation
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The relationship of these 10 sections to HUD’s relations with assisted housing
providers is clear. However, as indicated earlier, “citizen participation” in the
housing context refers to housing providers, residents, and community repre-
sentatives.

Studies by the Advisory Commission on Intergovernmental Relations

Public involvement requirements in federal-aid and state and local programs
have a long history. In 1979, the U.S. Advisory Commission on Intergovern-
mental Relations (ACIR) prepared and adopted an exhaustive study of them.
ACIR found them to have a wide variety of purposes, and they are implemented
through a wide variety of techniques.2” The ACIR report listed eight main pur-
poses of citizen participation:28

B give information to citizens
B getinformation from or about citizens

B improve public decisions and programs

P
N 4

Roles and
Relationships



Roles and
Relationships

enhance acceptance of public decisions and programs
supplement public agency work

alter political power patterns and resource allocations
protect individual and minority group rights and interests

delay or avoid difficult public decisions

In the housing context, ‘citizens” are housing providers, residents and commu-
nity representatives—HUD’s customers and partners. The reader should keep
this in mind.

For each of these purposes, ACIR found multiple forms of participation being
used. About 50 techniques were identified.2 However, after reviewing several
studies on the effectiveness of these participation activities, the Commission
reached two conclusions:

Many Americans expect a great deal of participation in governmental
affairs to be open to them, even though they may not always take
advantage of the opportunities to participate.

There is a substantial gap between the amount of influence that many
participants expect their involvement to have and the actual effects of par-
ticipation. Some believe this gap arises largely from deficiencies in the
current citizen participation processes and that it causes substantial dis-
satisfaction. The legal opportunities for citizen participation—whether or
not they are exercised—may have a substantial indirect effect on the
actions of public officials. Yet, direct effects often are limited because:

B Citizen participation opportunities are not provided until the latter

stages of decisionmaking (for example, providing for public hearings
just before a decision actually is made).

Opportunities for participation are frequently limited to a small adviso-
ry committee and an open public hearing at the end of the process.

The opportunities provided are too passive (leaving to citizens’ own
devices the initiative and the development of capabilities to participate
constructively in very complex governmental processes).

Citizens don’t have the time, information, or experience to participate
in a meaningful way.30

As will be shown in Chapter 3, these “citizen concerns” are very similar to those
expressed by housing providers—especially PHAs—in their dealings with HUD.



However, the Commission also recognized that an elaborate participation pro-
gram could be expensive. Therefore, it cautioned governments not to require
more participation than needed to meet the purposes of a program. Recognizing
that state and local governments have many participation requirements of their
own, the Commission recommended the following components of a cost-effec-
tive participation policy for federal-aid programs:

B establish clear objectives for citizen participation in federal aid programs

B cnunciate performance standards that encourage the use of timely, effective,
and efficient citizen participation methods tailored to diverse situations

B prohibit detailed federal specification of exact techniques and procedures to
be followed by state and local recipients of federal aid

B through a certification process, to the maximum extent consistent with
objectives established [by the federal government], rely upon citizen partici-
pation provisions of state and local law and established practices there under

B authorize the use of federal research, technical assistance, and training
resources for the support of citizen participation objectives in federal aid pro-
grams3!

Although they are couched in terms of citizen participation, these components or
principles of a public participation process clearly can be applied to HUD con-
sultations with its customers and partners—housing providers, residents, and
host communities.

In a more recent study of collaborative intergovernmental decisionmaking that
focused on water resources programs, ACIR emphasized the need to:

B analyze the applicable historical, legal, and political contexts for plan-
ning—including planning for needed changes—in the targeted area

B identify the key organizations, decisionmakers, and other stakeholders,
and involve them in constructive interactions that get them to see each

other’s viewpoints

B getseparate governments and agencies to see how their responsibilities
interrelate

B assist non-technical citizens and elected officials to understand the key
facts

B develop plans and necessary implementation elements through an
open and visible involvement process

B get the key decisionmakers to take responsibility for needed actions32
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Measures for Assessing Effective Involvement in Transportation
Decisionmaking

A 1996 study of transportation decision-making found that a wide variety of pub-
lic involvement techniques were used for statewide and metropolitan planning
and for project planning. The study recommended basing effective public
involvement programs be based on the following five fundamental guidelines:33

1. acting in accord with basic democratic principles

2. continuous contact between agency and non-agency people throughout [the]
... decisionmaking [process]

3. use of a variety of public involvement techniques

4. active outreach

5. focusing participation on decisions
Although the study focused on the full range of participants outside the agency,
its advice is applicable to consultations with local officials. The guidelines also
have potential use in decisionmaking in housing programs.
In 1999, the Transportation Research Board’s (TRB’s) Committee on Public
Involvement issued a draft self-assessment tool for use by transportation agen-
cies in assessing the effectiveness of their project-based public involvement
processes.3* Peer-reviewed, this tool was developed over a substantial period of
time by public involvement professionals. It includes 14 indicators of effective-
ness, each supported by several quantitative measures. They are:

B accessibility to the decisionmaking process

B diversity of views

B opportunities for participation

B integration of concerns

B information exchange

B project efficiency

B project/decision acceptability

B mutual learning

B mutual respect

B costavoidance

M indirect cost of time

B indirect opportunity costs



indirect costs associated with authority and influence

indirect costs associated with emotional issues

This self-assessment tool provides instructions and a scorecard to facilitate its
use. It could be adapted for use in housing programs.

Another 1999 study by TRB specifically addresses effective methods for working
with elected officials. It suggests keeping the following principles in mind:35

They do not like to be surprised.

They do not like to be backed into a corner.
Help them with intermediate decisions.

Be sensitive to election cycles.

Be sensitive to budgeting cycles.

Bring newcomers up to speed.

Be cognizant of established positions.

Elected officials need information that takes only a short time to absorb
and is simple to understand.

Develop good communication linkages with elected officials’ aides.
Work with the town, city, or county clerks to understand their basic

procedures for notification and when information needs to be submit-
ted for placement on their agendas.

Summary

Meetings alone do not constitute effective consultations. The Academy panel
believes that HUD’s consultations with its assisted housing partners and stake-
holders would be more effective if they were based on the systematic application
of six principles that evolved from the research described in the Academy’s rural
transportation consultation study. They are:

Provide a well-understood process for consultations. It should facilitate
and provide opportunity for participation by all the key stakeholders;
and give participants a role in establishing the process.

B Assist stakeholders, who request assistance, to acquire the levels of

knowledge and capabilities needed to participate effectively in the con-
sultations.
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B Promote free and effective exchange of information about the issues
that prompt consultation.

B Provide timely access to information before decisions are locked in, and
timely feedback to stakeholders about how their input was used and the
changes it caused.

B Promote satisfaction among stakeholders with the consultation
process.

B Influence responses to stakeholders’ needs, recognizing the larger deci-
sionmaking context and resource constraints that may exist when one
balances the needs of multiple stakeholders.

Figure 3 links the six principles of effective consultation to their strong under-
pinnings in both research and practice.

Acceptance and implementation of HUD’s new quality-assurance system could
be enhanced by greater consultation that uses these principles with housing
providers, residents, and community representatives. Used here, “consultation”
refers to a process of listening genuinely to others’ views before making decisions
and reflecting those views to the greatest extent possible in the final decision.
Adherence to this approach over an extended period of time has been found to
develop trusting and constructive relationships among parties.

None of the measures of effectiveness for consultations is an all-or-nothing proposi-
tion. For example, the complete satisfaction of partners will probably never be possi-
ble. However, a relatively high level of satisfaction, or greater satisfaction from one
year to another, may indicate the improved effectiveness of consultations. All of these
measures can be thought of in terms of “the extent to which” their goals are being met.
Ultimately, it is a matter of degree and seeing trends head in desirable directions.

Collaboration and Cooperation

In this chapter, “effective consultation” does not mean joint decisionmaking. For
purposes of this study, that is called “collaboration.” “Cooperation,” which is
defined in the dictionary3¢ as a “common effort” or an “association of persons for
common benefit,” does not necessarily mean joint decisionmaking, although it
can result in that if the parties agree to it. Those who cooperate or collaborate
would use the principles of effective consultation to achieve the desired end
results through joint decisionmaking and action.

While effective consultation is itself a powerful tool for reaching agreement on
contentious issues, collaboration can be very effective in a number of circum-
stances where there are no statutory bars to joint decision-making. For exam-
ple, the development of performance standards for a well run housing provider
can be a collaborative effort. However, it must be understood that the outcomes
sought by individual providers would be set within the context of the broader
goals that are defined in the statute that also sets goals for an assessment system.
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DIFFERENT WAYS OF WORKING TOGETHER

Federal programs commonly require that the parties targeted for assistance
consult, cooperate, and collaborate with each other. Butitis much less com-
mon for these programs to require consultation, cooperation, and collabora-
tion between federal agencies and their program customers and partners.
Nevertheless, the same principles should apply in both cases. The following
definitions clarify the distinctions between three closely related terms:

Effective Consultation. Everyone affected by policies, plans, and decisions
naturally wants the opportunity to be consulted in a fair, timely, and influen-
tial manner. This is simply human nature and common sense.

This report sets forth six principles of effective consultation. Consultation is
recommended at many points. Fair and fruitful consultations can help build
trust among the parties. In the end, however, even effective consultation
assumes that one party is responsible for making the final decision after lis-
tening to all of the other parties.

Cooperation and Collaboration. Often, these two words are defined as
going a step beyond consultation. They connote a more equal partnership;
furthermore, “collaboration” connotes joint decisionmaking.

Some federal agencies have a hard time with this concept because it seems to
conflict with the supremacy clause in the U.S. Constitution and their statu-
tory responsibilities. Indeed, in matters of truly national concern, the feder-
al government is and must remain superior. However, state and local con-
cerns are central in many matters and they may not conflict with national
interests. In those cases, a joint decisionmaking process could ensure that
no national interests are compromised while state and local discretion is
honored and encouraged. In this sense, cooperation and collaboration can
open up opportunities for exercising the necessary flexibility for meeting
local conditions and national performance goals simultaneously instead of
as a challenge to national sovereignty.

The words “cooperation” and “collaboration” are used carefully in this report
to suggest areas where an enhanced relationship that includes true partner-
ship and joint decisionmaking may be the most effective way to enhance
intergovernmental and public-private service delivery in HUD’s housing
programs.

Once trust is established among all parties through effective consultations, set-
ting goals for an assessment system could become a collaborative venture.
Establishing trust through effective consultations should be a cooperative
effort; all of the parties involved should agree on how they wish to proceed.
Over the past decades, legislation that governs the nations’ federal-aid highway
and transit programs has developed distinctions between consultations among



the stakeholders for certain types of decisions and joint decisionmaking for
other matters.37

THE CASE OF PUBLIC HOUSING AGENCIES

Although consultation is important with all customers and partners, it is particu-
larly important when dealing with other governmental entities—whether they are
states, cities, or other units of local government. These are all established part-
ners within the state and local framework of governance of this country. PHAs,
although authorized in federal law,38 are units of local government. They are cre-
ated in accordance with state statutes, consistent with federal law. In accordance
with the 1937 act, localities establish these public agencies in order to develop,
own, and manage low-rent housing. PHAs exist in cities and counties all across
the country. Many states have granted them powers that go well beyond those
contemplated in the 1937 act. As partners in the federal system, collaboration
would be a useful technique where not otherwise barred by statute, particularly
when HUD’s resources are not the only ones being used to develop affordable
housing.

Just as cities are not mere contractors in the implementation of the Community
Development Block Grant (CDBG) program, PHAs are not mere contractors in
the implementation of the public housing program. This study’s Interim Report
notes that many PHAs are not limited to administering federal public housing
programs.? High performing large and medium size PHAs have developed into
housing development and management agencies with diverse responsibilities
and access to a variety of public and private financing tools. Private bond rating
agencies—Moody’s Investor Services and Standard and Poor’s (S&P)—told
Academy staff they are convinced that PHAs have evolved in this manner. PHAs
are using low-income housing tax credits, tax exempt bond financing, Federal
National Mortgage Association (FNMA) and Federal Home Loan Mortgage
Corporation (FHLMC) financing and other resources to develop mixed income,
mixed financing projects. HUD has fostered this development through HOPE VI
and MTW programs where PHAs have used federal funds to leverage additional
financing. These expanding capacities of PHAs make it imperative for HUD to
move quickly toward a more collaborative working relationship with PHAs.

The evolution of PHAs is not a new phenomenon. Literature on the subject
traces this evolution back to the 1980s. For example, one author#0 traces the
development at the local level of public-private partnerships, local housing trust
funds, linkages between public and private development, and uses of innovative
financing techniques from the 1980s into the 1990s. While none of these tech-
niques were exclusive to PHAs, they all set the stage for the participation of PHAs
in these non-traditional forms of housing development for lower income
Americans. The report of the National Commission on Severely Distressed
Housing# called on PHAs to play a role in constructing housing—not just public
housing—to replace severely distressed public housing.
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FINDINGS

The Academy panel has identified two findings related to roles and relationships
as they pertain to HUD’s quality assurance system (Findings 1-2).

FINDING 1. Public housing agencies are important components of the fed-
eral system of American government and are HUD’s partners.

PHAs are neither contractors nor simple extensions of HUD. They are govern-
mental entities in their own right, created under state and local laws that are con-
sistent with federal law. Local officials appoint their boards, conduct their busi-
ness in public, and frequently extend their activities beyond the bounds of feder-
al programs. For these reasons, they are separate from HUD, even though they
are subject to HUD oversight because of the federal financial relationship. PHAs
are key partners with HUD in achieving the mission of providing decent, safe,
and sanitary housing to low- and moderate-income people, and in meeting other
statutory goals.

FINDING 2. Consultation and collaboration are key tools for creating effec-
tive relationships among partners; they could play a significant role in
improving relationships between HUD and PHAs.+

Consultation is important for HUD because of its dependence on its partners in
carrying out its mission. It is particularly important for HUD to consult with
PHAs and other units of local government as fellow governments, instead of sim-
ply as contractors. Reducing tension and improving performance require
redefining the roles of institutions, building new capacities, and redefining basic
relationships. That will require HUD and its partners to place greater emphasis
on consultation.

In carrying out consultations, HUD should adhere to principles that provide or
promote:

B an inclusive process that facilitates participation by all key stakeholders and
gives them a role in establishing the process

B assistance for stakeholders who need it to participate effectively in the con-
sultations

B free and effective exchange of information about the issues on which the par-
ties will be consulted

B timely access to information and timely feedback to stakeholders about how
their input was used and what changes it caused

B stakeholder satisfaction with the process

B stakeholder influence on decisionmaking



CHAPTER

HUD’s Approach to
Monitoring and Overseeing Its
Assisted Housing Programs

HUD is responsible for managing its assisted housing programs to ensure that
housing providers are meeting program requirements as defined by statute and
regulations. In the past few years, HUD has significantly changed the organiza-
tion, processes, and systems it uses to oversee and monitor the public housing
and Section 8 programs. These changes have redefined performance measures
to enable HUD to hold housing providers more accountable for achieving
national goals. As a result, HUD-assisted housing providers are making signifi-
cant adjustments to their operations.

This chapter assesses the effectiveness of HUD’s current system for monitoring
and overseeing the public housing and Section 8 project-based programs;* it
briefly describes HUD’s system and compares it to the characteristics of a good
quality-assurance system that was developed for this study. The chapter also dis-
cusses key issues regarding the current system. They were identified from the
data gathered for this project, along with options for modifying the system to
address concerns.

HUD’S CURRENT SYSTEM#

Under HUD’s new quality-assurance system, PIH and Office of Housing field
staff continue to have primary responsibility for monitoring and overseeing the
HUD-assisted housing providers. In PIH, the primary housing providers are
PHAs thatimplement the public housing and Section 8 tenant-based programs.+5
Office of Housing staff monitors private building owners who have entered into
Housing Assistance Payments (HAP) contracts with HUD to provide Section 8
project-based housing.

HUD’s new quality-assurance system has taken some of the formerly weak mon-
itoring and oversight functions and created new organizations and systems to
address those weaknesses. REAC provides HUD’s core mechanism for collecting
data, analyzing and summarizing them, and disseminating information. This dis-
semination is to HUD’s internal customers, including PIH and the Office of

4
N 4



HUD’s Approach to
Monitoring and
Overseeing Its Assisted
Housing Programs

Housing, and to its external partners such as PHAs and private multifamily own-
ers/agents. REAC has developed new assessment tools and procedures to
improve the quality of data about housing providers’ performance so that they
can be made more accountable. The TARCs and the DEC represent HUD’s
increased commitment to helping assisted housing providers and sanctioning
them if necessary.

New Assessment Tools

Working with PIH and the Office of Housing and using input from the assisted
housing industry, REAC has developed four new assessment tools that measure
the performance of HUD-assisted housing providers—the Physical Assessment
Subsystem (PASS); Financial Assessment Subsystem (FASS); Management
Assessment Subsystem (MASS); and Resident Assessment Subsystem (RASS).

Physical Inspections

One of REAC’s major responsibilities is to assess HUD-assisted properties
through standard, objective, quantitative, replicable, and valid evaluations. This
work includes regular physical inspections for the nation’s traditional public
housing and HUD-assisted multifamily properties.#¢ The primary purpose of the
independent physical inspections is to ascertain whether PHAs and HUD-assist-
ed multifamily property owners are providing residents with decent, safe, and
sanitary housing. To achieve this objective, REAC developed uniform protocols—
uniform physical condition standards (UPCS)—for use in all physical inspec-
tions. Based on the pre-existing Housing Quality Standards (HQS), these new
protocols are much more quantitative.+7

After the inspection takes place, the inspector transmits the data electronically to
REAC. These data feed PASS, which collects information on 41 inspectable items
for each property. Using mathematical algorithms, PASS generates a score for the
property’s physical condition.

Financial Assessments

To correct the department’s previously inconsistent administration of financial
compliance and reporting requirements, REAC has undertaken annual assess-
ments of the financial condition of PHAs and multifamily properties. Here, too,
HUD has developed uniform protocols — one for PHAs and one for multifamily
properties — to measure financial health. The resulting financial assessments
produce scores based on a set of financial ratios. PHAs and private property
owners are required to submit electronically, in a HUD-prescribed format, audit-
ed and unaudited financial information to REAC. That information is based on
Generally Accepted Accounting Principles (GAAP) and supplemental compli-
ance data.

Management Operations

MASS assesses PHAs’ management operations using five sub-indicators derived
from HUD’s predecessor monitoring and oversight system—the Public Housing



Management Assessment Program (PHMAP). The indicators include modern-
ization; work orders; annual inspection of units and systems; security; and eco-
nomic self-sufficiency. PHAs electronically submit their self-assessment of per-
formance under these management indicators 60 days after the end of their fiscal
year. Using MASS, REAC calculates an overall score based on the self-certifica-
tions. As with the physical and financial inspection scoring, the management
score is based on weights that reflect each indicator’s importance. HUD staff no
longer perform confirmatory reviews of the PHAs’ management self-assessment
as they did under PHMAP. Instead, the PHAs’ independent public auditors
(IPAs) verify the results. Discrepancies between a PHA's self-certification and the
IPA’s results can cause a management operations score adjustment.

Resident Assessment

REAC developed a survey to measure resident satisfaction with living conditions
in conventional public housing and Section 8 project-based housing. During this
study, HUD was sending surveys to public housing residents and was pilot test-
ing the multifamily survey. The survey is administered to a statistically valid sam-
ple of residents who are computer-selected. Survey questions are designed to
measure satisfaction with maintenance and repair; communication with man-
agement; safety; services; and neighborhood appearance.

Scoring the Public Housing and Section 8 Project-Based Properties

PIH uses all four new assessment tools to assess PHAs. HUD has developed the
Public Housing Assessment System (PHAS) to electronically compile the indi-
vidual scores from the four subsystems and produce a composite score that rep-
resents overall PHA performance. The PHAS scores changed from advisory to
effective status July 1, 2000.

Based on the overall PHAS score and the scores of the four subsystems, PHAs
receive status designations. If it is applicable, corrective action is initiated. The
designations are:

High Performer, reserved for PHAs that achieve an overall PHAS score of 90
percent or greater, and at least 60 percent for each of the four components

Standard Performer, for which PHAs receive an overall score not less than 60
percent and not less than 60 percent on the physical, financial, and man-
agement components

Substandard in One Area, a designation for PHAs receiving less than 60 per-
cent of the total points available under only one of the physical, financial, or
management components even if the overall score is 60 percent or better.
HUD refers to these PHAs as “substandard” in the area concerned.

Troubled Performer, a designation for PHAs that achieve an overall score less
than 60 percent or achieve less than 60 percent under more than one of the
physical, financial, or management components

HUD’s Approach to
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According to the PHAS final rule, incentives for high performing PHAs can take
different forms. PHAs could be subject to fewer reviews and less monitoring. For
example, PHAs that receive 90 percent or more on the physical condition indica-
tor will be inspected only every other year. High performers could receive cer-
tificates of recognition and be eligible for bonuses in funding competitions.
Under QHWRA, there also is a bonus for high performing PHAs in the new capi-
tal fund formula.

When research by Academy staff ended (August 2000), the Office of Housing
was using only the PASS and FASS scores to assess Section 8 project-based
providers. HUD was developing but not yet using a resident satisfaction survey
for Section 8 residents. Section 8 project-based properties do not receive a single
composite score similar to the PHAS score for PHAs. The multifamily field offices
evaluate subsystem scores separately. These subsystem scores have been in
effect since late calendar year 1999.

Assessing the Section 8 Tenant-Based Program

The Section 8 Management Assessment Program (SEMAP), the system under
development for the Section 8 tenant-based program, will perform similar assess-
ment functions for that program. Currently, REAC is only involved in collecting
and analyzing financial data for Section 8 tenant-based providers. HUD is not
using PASS to assess the physical condition of tenant-based properties. It con-
tinues to use the traditional (non-quantitative) HQS for that purpose.

Using SEMAP, PHAs will submit annual self-certifications of their performance
under 14 indicators (within 60 days after their fiscal year ends). PIH field offices
will verify the agencies’ performance through annual audit reports, confirmatory
reviews, and other document reviews. PHAs will be rated under SEMAP as fol-
lows:

High Performer, reserved for PHAs that achieve a SEMAP score of at least 90
percent

Standard Performer, for which PHAs receive an overall score of 60 to 89 per-
cent

Troubled Performer, a designation for PHAs that achieve an overall SEMAP
score of less than 60 percent

Figure 4 depicts how these new assessment tools are intended to work. When
fully refined and implemented, they are designed to provide systematic data to
help HUD assess the operations of assisted housing providers and the housing
they provide. With these data, HUD’s field offices will have more objective,
quantified, and nationally comparable data in order to determine where to target
resources for on-site monitoring and technical assistance.
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Field Staff Monitoring and Oversight Activities

PIH’s on-site and remote monitoring activities are meant to assess compliance
with federal regulations and to target needed technical assistance most effective-
ly to safeguard both public investments and residents’ quality of life. Because
HUD can no longer fund its PIH field offices to perform on-site, in-depth moni-
toring and oversight for all PHAs, PIH has instituted a risk assessment system to
identify those PHAs that pose a higher risk and need more attention as a result.
Based on their knowledge of the PHA from HUD’s data systems (as identified
during their risk assessment) and their ongoing contact with PHA staff, PTH staff
will determine what needs to be covered during the site visit. Often, technical
assistance is provided as part of an on-site monitoring visit to maximize the use
of PIH resources.

Like PIH, the Office of Housing has developed a mechanism to assess risk in its
portfolio of HUD-assisted housing. The multifamily field offices use this risk
assessment to identify the level of oversight and monitoring that is required.

The Office of Housing has developed a Management Review Questionnaire
(HUD-9834) for conducting its management reviews. The 17-page form
includes questions about maintenance and security; financial management; leas-
ing and occupancy; tenant/management relations; drug-free housing policy; and
general management practices. The form also includes a one-page Management
Review Summary Sheet that scores items in each of the categories as acceptable,
needing correction within one year, or needing immediate action. Both PIH and
multifamily field office staff use a checklist for monitoring Fair Housing and
Equal Opportunity (FHEO) program requirements.

As HUD reduced the size of its staff and streamlined its operations under MRP
2020, it decided to contract out the administration of the Section 8 project-based
program. The current multifamily housing staff levels are based on the assump-
tion that the monitoring and oversight of the majority of Section 8 HAP contracts
will be contracted out and that the multifamily housing field offices will be
responsible for overseeing the contract administrators.

Correcting Deficiencies

As Figure 4 shows, there are differences in the processes for correcting deficien-
cies in the public housing and Section 8 programs. PIH field staff work with
PHAs that do not warrant referral to a TARC to help them correct operational defi-
ciencies. PHAs that receive a PHAS score between 60 and 69.99 must prepare an
improvement plan within 30 days of receiving their score.#¢ Those that receive a
PHAS score below 60 are referred to a TARC to help restore their performance to
acceptable levels.4

Once a PHA is deemed troubled, the PIH field office issues a letter of notification
to the housing agency. The letter advises them that servicing responsibilities
have been transferred to the TARC. The field office transfers its program files to
the TARC, and the TARC assembles a team to develop a recovery plan for the
troubled PHA. PHAs may have up to two years to get out of troubled status



before they are referred to DEC for legal actions that lead to receivership or
other sanctions.

Once a PHA reaches a score of 60 on its failed indicators, it is no longer deemed
troubled. Thereafter, itis returned to the PIH field office for servicing. The Office
of Troubled Agency Recovery and the PIH Field Operations Staff have agreed
that, under PHAS, if a PHA is returned to a field office for servicing before all
items in the recovery plan have been completed, the field office must track those
items until they are closed. However, at the time of the fieldwork for this study
(Winter/Spring 2000), there was no system in place for the field offices to report
how the PHAs are implementing the recovery plan.

Some TARC staff expressed concern that the time that is allowed to help turn
around a truly troubled PHA is too short. Troubled PHAs often need long-term
intensive care. Even after a PHA reaches a score of 60, which is just above failing,
it may still require a great deal of assistance before it can move beyond the near-
troubled category (scores between 60 and 70). There is some uneasiness in the
TARCs that they may see “repeat offenders” if support is discontinued too soon.

Office of Housing field office staff work with Section 8 project-based providers to
help them correct operational deficiencies that do not warrant referral to the
DEC. For a multifamily project receiving a physical inspection score of 60 or
above, the owner must correct deficiencies, but is not required to submit a cor-
rective plan or a certification that the deficiencies have been corrected. For a
property scoring 46 to 59 points, the owner/agent must submit a proposed plan
for correction. When a property scores 31 to 45 points, the owner/agent must
use a special Management Improvement and Operating plan format to outline
the planned corrective actions. When their PASS scores are below 30, REAC
refers Section 8 project-based providers directly to the DEC. If it believes condi-
tions justify it, the Office of Housing also may refer a private provider to the DEC.

Over the last three years, the department has devoted considerable resources to
improving the accountability of organizations that provide HUD-assisted hous-
ing. Its new quality-assurance system attempts to correct many of the deficien-
cies and weaknesses that were inherent in its former oversight and monitoring
processes. Italsois providing HUD with better data to ensure that assisted hous-
ing providers are providing decent, safe, and sanitary housing. However, several
issues remain that Academy staff identified during its review of HUD’s current
system.

ISSUES REGARDING HUD’S CURRENT SYSTEM

The Academy panel identified several issues concerning the design and imple-
mentation of HUD’s current quality-assurance system. They relate to:

B HUD’s relationships with its partners

B administrative and regulatory requirements placed on providers
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B the four new assessment tools
B tailoring the system
B HUD’s capacity to implement its current system

HUD’s Relationship with Its Partners

Because of the differences in HUD’s housing programs and the way the depart-
ment is organized to manage them, the two major offices that administer the
assisted housing programs under review have different partners. The Office of
Housing works primarily with private housing providers to administer the
Section 8 project-based program. Meanwhile, PIH works primarily with PHAs to
administer the public housing and Section 8 tenant-based programs. Each of
these partner groups brings its own agenda, strengths, and shortcomings to the
assisted housing arena. For these two offices, the nature of the relationship
between HUD and its partners differs significantly.

Private Landlords

The relationship between HUD and its private assisted housing partners appears
relatively collegial. Communication lines allow private providers a means for
raising and resolving concerns. This has occurred frequently as HUD has imple-
mented its new assessment tools, apparently with relatively satisfactory results.
Because of staff shortages, the Office of Housing has not actively engaged in daily
oversight and monitoring activities with providers in recent years. Increased
monitoring and oversight are expected with the use of contractors. That may
place a strain on the Office of Housing’s relationship with its private providers.
However, interviews with Office of Housing personnel and its interest groups
lead the Academy panel to believe that the existing relationship between the
Office of Housing and its private partners is strong enough to withstand this shift
to a new way of doing business.

PHAs

The continuing disagreement over HUD’s new assessment tools (see the next
pages) is symptomatic of the more adversarial relationship that PHAs perceive
they have with the department.5° The relationship was somewhat strained even
before the implementation of PHAS. And HUD’s current regulatory approach,
which is designed to tighten the reins on PHAs to avoid potential fraud, waste,
and abuse, appears to be increasing the strain on the relationship felt by many
PHAs. This approach reflects skepticism within HUD that PHAs will act respon-
sibly without close oversight. This skepticism may be one reason why regulato-
ry relief has been slow to materialize for PHAs.

HUD’s lack of a close partnership with PHAs is reflected in one important area:
its failure to effectively discuss and reach agreement with the public housing
industry on the outcomes that HUD’s quality-assurance system for HUD-assist-
ed housing should be measuring. Before it developed and implemented its new
system, HUD also did not consult effectively with its partners to identify agreed-



upon assessment standards and procedures. These omissions have undermined
HUD’s credibility and slowed its progress in implementing the new quality-
assurance system.

As federal dollars for assisted housing programs have fluctuated in recent years,
many PHAs have looked for other avenues to meet the housing needs of resi-
dents with low and very low incomes. They no longer provide only traditional
public housing. As noted in Chapter 2, they are increasingly becoming entrepre-
neurial entities, engaged in a wide variety of housing activities. HUD and the
public housing industry disagree on how HUD’s quality-assurance system
should address this evolution of PHAs. HUD’s approach to working with PHAs
does not appear to give adequate weight to the significance of the changes in its
partners’ roles. Many PHAs believe that HUD should not be involved in evaluat-
ing their non-HUD-related programs and activities. As both sides have criticized
each other, much energy has been lost. This adversarial relationship has blocked
the parties’ ability to reach needed agreements about the outcomes that the qual-
ity-assurance system should measure and the standards and procedures for
assessing housing quality that are needed to improve PHA performance.

InJune 2000, HUD established a 12-member PHAS Advisory Panel to involve the
public housing industry in the quality-assurance system. The panelis to serve as
a sounding board and to provide recommendations to the assistant secretary for
PIH about issues related to the PHAS indicators. Itis too soon to determine how
this panel will influence the relationships between PIH and the public housing
industry. The industry has raised questions about the new panel’s composition,
legal status, and roles. Also, it has urged the establishment of the committee
under the provisions of the Federal Advisory Committee Act to ensure that there
is adequate advance of the new panel’s meetings and that the meetings are open.

Reasons for Different Relationships

Several factors may help explain the differences in the relationships that HUD
has with its assisted housing partners. In part, the difference may be traced to the
different contractual relationships that HUD has with private providers and
PHAs. Private providers are separate and distinct corporate enterprises. They are
free to buy and sell real property; change corporate identity and ownership; opt
in or out of HUD programs; and transact business in the open marketplace with
little or no intervention by HUD other than specific, time-bound contract condi-
tions. HUD and private providers make conscious business decisions about
whether to contract with each other. Once those decisions are made, it appears
that HUD treats private providers as equal partners in the relationship and is
vested in helping the partnership succeed. This is because it isin HUD’s interest
to keep private providers that perform well in the program.

On the other hand, PHAs were established under state and local laws pursuant to
the U.S. Housing Act of 1937, primarily to administer HUD’s public housing pro-
gram. Some PHAs are part of municipal or county governments, while others are
separate governmental entities. But because PHAs were originally created specif-
ically to implement HUD programs, the department appears to continue viewing
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them as subordinate components of HUD, rather than partners in the govern-
mental system.>!

While many PHAs are actively trying to reduce or eliminate their dependence on
HUD funding, many will probably always need HUD resources to survive.
Because the total amount of HUD operating and capital subsidies is large, scruti-
ny of PHAs’ operations is intense. This extensive oversight and tight regulation
have an historical context within HUD’s programs. They have created a tradition
of micromanagement that reflects longstanding concerns by HUD and Congress
about the ability of PHAs to effectively manage federal resources. Highly publi-
cized scandals in recent decades that documented deplorable living conditions
in some public housing properties have driven HUD’s new approach to over-
sight and monitoring of PHAs, and intensified its relationship with the public
housing industry. The evolving situation has made it difficult for HUD to con-
sider the advances by the public housing industry to become more professional
and entrepreneurial.

Itis critically important to address this growing strain between HUD and PHAs.
Until HUD and the public housing industry develop a better working relation-
ship, HUD will find it difficult to develop an effective quality-assurance system
that will maintain and improve the quality of HUD-assisted housing.

Administrative and Regulatory Requirements Placed on Providers

HUD’s new initiatives and the passage of new legislation in recent years have cre-
ated additional responsibilities and administrative procedures. These develop-
ments are increasing costs for HUD’s housing providers. They include convert-
ing to GAAP accounting; making numerous changes to system software; and
developing the new automated system capacity to transmit and receive data for
HUD’s new assessment tools. The requirements give little consideration to the
wide variations in housing providers’ compliance capacities and capabilities.
PHA staff who were interviewed generally support HUD’s desire to reinvent the
way it does business, as well as the department’s legislative visions. However, the
massive, rapid and continuing nature of these changes has caused staff to devote
a tremendous amount of resources to stay abreast of developments. Some PHAs
have described the changes as “unrelenting,” and they report that they must be
implemented without additional HUD funds.

A 1994 Academy panel’s report on HUD’s operations raised concerns about the
number of programs that the department must manage. This situation has wors-
ened, despite HUD proposals to simplify its program structure. However, some
recent legislative proposals could resurrect program consolidation.

More programs mean more regulations. The administrative requirements embed-
ded in the statutes and regulations are numerous, especially for public housing
programs. For traditional public housing—depending on whether a PHA receives
funds for the comprehensive grant program, HOPE VI, modernization, or the var-
ious resident-initiative grant programs—a PHA may have to submit more than 40
reports to HUD. Although the majority of reports require an annual submission,



some are semi-annual, quarterly, or even monthly. For example, PHAs must sub-
mit quarterly progress reports for each HOPE VI project. For the Public Housing
Drug Elimination Program, if the budget changes more than 10 percent, even for
a minor line item change, HUD approval is required. And PHAs that administer
the Section 8 tenant-based program must submit about 14 additional reports
annually, semi-annually, quarterly, or monthly.

Some progress has been made toward reducing administrative burdens. For exam-
ple, HUD successfully sponsored legislation that converted the drug elimination
program and the comprehensive improvement assessment program from compet-
itive to formula grants. That eliminated a significant administrative burden for
PHAs. Also, new administrative regulations have attempted to lessen the reporting
burdens for PHAs. High performing PHAs are relieved of submitting annual budg-
ets and some parts of the agency plan; do not have to seek approvals to exceed line-
item spending limits for funded programs; and have some flexibility to move funds
between operating and capital accounts. However, they are still a long way from
having the operational flexibility and freedom enjoyed by private assisted housing
providers. Some resent this inequality, and believe that Congress mandated greater
flexibility for them.52

A growing number of PHAs are beginning to operate more like private sector corpo-
rations. They believe they should be treated more equally. While not all PHAs have
evolved this way, there is clearly a movement within the industry to reinvent itself
and to become more entrepreneurial.>> This is becoming prevalent even among
small PHAs, where many are seeking assistance from larger PHAs, consultants, and
trade organizations to improve their operations. Also, there appears to be a realiza-
tion within the industry that many small PHAs need to improve their efficiency by
partnering with other PHAs to survive in the current operating environment.

It should be noted that greater flexibility in the means of complying with statu-
tory requirements—including civil rights and fair housing laws—do not relieve
PHAs of their responsibility to comply.

HUD’s Assessment Tools

REAC defines its goals as “establishing a credible assessment process that will
lead to arise in the quality of the HUD housing portfolio and lives of housing res-
idents, and reestablishing the ‘public trust’ in HUD’s housing program delivery.”
To this end, HUD has devoted considerable time, energy, and resources to over-
hauling its quality-assurance system for HUD-assisted housing. The new assess-
ment tools, designed to measure the physical condition, financial health, and
management operations of HUD-assisted housing providers, as well as resident
satisfaction, are key components. HUD has attempted to develop an “objective”
system—one that minimizes subjective input from data collectors. The depart-
ment is trying to maximize its use of technology by creating cutting edge, inno-
vative business processes using automation. While this approach is sound con-
ceptually, and it has been cited by GAO as “a positive step by HUD to address
weaknesses in its oversight of multifamily properties,”>* its implementation has
revealed several problems, particularly with the physical inspection system.
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System Goals and Assessment Standards

Good quality-assurance systems can achieve desirable results for the organiza-
tions being assessed as well as the organization doing the assessment. During
the interviews, PHA executive directors and their staffs often raised questions
about the goals of HUD’s new quality-assurance system. They were uncertain
about what HUD is trying to achieve. For a quality-assurance system to be most
effective, the entities being assessed should participate in the development of the
outcomes for measuring performance. Once the outcomes are agreed upon, the
assessment standards and the procedures used to administer them can be devel-
oped in a consultative fashion that reflects the PHAs’ own performance goals.

As noted above, HUD and its partners have not had a dialogue about the out-
comes that the new quality-assurance system should measure. Although HUD
has held numerous meetings with the assisted housing industry, there is a wide-
spread perception in the public housing industry that HUD has not consulted
effectively on the assessment standards or the procedures to administer them.
Based on the definitions of effective consultation in Chapter 2, these perceptions
appear to have merit. HUD cites many meetings, but those meetings do not
appear to have produced effective consultation. This omission in HUD’s system
design has caused much of the controversy between HUD and its PHA partners.
It also has resulted in months of friction between HUD and key elements of the
public housing industry.55

An example of how goals might be modified as a result of consultations lies with
the physical condition system. At present, the system creates pressure to correct
any and all physical deficiencies immediately to raise scores, even though such
ad hoc actions may drain funds from systemic plans for more significant renova-
tions.3¢

System Complexity and Readiness

Within the 41 physical inspectable items>” in HUD’s new system, all of which
have a basis in the traditional HQS measurement tool, inspectors may identify
about 800 newly defined observable deficiencies. During the data collection
phase of this study, Academy staff heard many allegations of flaws in the diction-
ary of observable deficiencies. In an effort to deal with these concerns, HUD held
intensive meetings with PHA representatives over a three-month period in late
1999. Those sessions led to changes in the descriptions of 65 percent of the
physical assessment protocols. The department has expressed its commitment
to continue making revisions so the system will become more accurate and fair.

HUD developed the new uniform definitions of deficiencies and mathematical
algorithms to create an objective physical inspection system, calculate point
deductions for each deficiency, and compute scores for HUD-assisted properties
and PHAs.58 However, the department decided initially not to share how the
scoring process worked with its industry partners. This failure to provide clear,
easy-to-understand information on the inspection standards and scoring
methodology generated considerable concern within the public housing indus-
try. One PHA executive director interviewed for this study summed up the gen-



eral sentiment by stating: “What should be a straightforward rating system is
loaded with land mines and pitfalls that could hamstring even a well-run and
well-meaning PHA. The purpose of the system should be to encourage PHAs to
do a good job, not to trap them in a no-win situation where no one, except HUD,
knows what is really being measured.”

A number of housing providers have raised concerns about the inspection pro-
cedure that limits the providers’ ability to discuss the inspectors’ findings during
the inspection. HUD has established this procedure to help maintain the inspec-
tors’ independence and to avoid having time-consuming debates during the
inspection that will slow down the process. While HUD’s reasons for wanting to
limit discussions between its contract inspectors and housing providers have
merit, this procedure makes attempts to resolve misunderstandings or correct
obvious errors more circuitous. Currently, housing providers can only raise cer-
tain obvious technical and database adjustment issues without going through
the appeals process.

HUD’s regulations for establishing the appeals process for PHAs did not become
final until January 2000. As of April 2000, there still were no guidelines to
process data correction requests from PHAs. Also, as of September 2000, there
were no final regulations for multifamily property owners, but HUD was using
interim guidelines to process their data correction requests. REAC also devel-
oped interim guidelines for processing technical review requests from multifam-
ily owners and PHAs. However, as of April 2000, the guidelines were still in draft
format. According to GAO, based on HUD’s data on technical review and data
correction requests from multifamily owners and PHAs, HUD has often been
slow to resolve cases. For example, as of April 2000, HUD had received about
400 technical review requests and over half were still pending. In addition, on
average, HUD took eight months to reach a decision, and over half of the cases
warranted changes in the physical inspection score.>®

Despite HUD’s intent to take as much of the ‘human discretion’ factor as possi-
ble out of the scoring process, the contract inspectors still must make some
determinations based on what they observe. As part of the physical inspection
protocol, housing provider staff must accompany the REAC inspectors during
the inspections. For large PHAs or owners with large Section 8 portfolios, the
inspection process may take several days. This has given the PHAs/owners an
opportunity to observe the inspectors and the inspection process first hand.
Many individuals interviewed by Academy staff expressed concerns about the
expertise of inspectors and the different ways in which they approached the
inspection process. Although HUD continues to refine and clarify the diction-
ary of deficiencies, retrain inspectors, and check on the quality of inspectors’
work, examples of inconsistent applications of the inspection protocols have
continued to surface. GAO noted in its recent report¢® that about 12 percent of
728 initial inspections, and about 35 percent of another 819 initial inspections,
did not meet REAC’s standards. In some cases, significant differences have
occurred between the original inspector’s and the quality control inspector’s
noted deficiencies.
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The physical inspection system is very ambitious. In its attempt to be compre-
hensive and objective, HUD has developed a system that does not yet provide
fully consistent and replicable results. Part of the problem is the speed with
which the department has implemented the system. Understandably, HUD was
anxious to implement its new physical inspection protocol. However, it appears
that the department did not adequately test the initial version of the system. If
HUD had performed a more thorough field test of PASS involving a representa-
tive group of PHAs and PIH field staff before it used it to generate advisory phys-
ical inspection scores, it might have avoided many of the criticisms and much of
the current resistance to the system. Although HUD is taking steps to address
the problems PHAs identify, key groups in the public housing industry are still
not certain that the changes will correct the problems they have identified. The
adequacy of the system’s testing procedures remains a concern.

Problems also have surfaced with the financial assessment system. Several
accounting firms that provide service to PHAs have identified problems in the
system with consistency. For example, REAC staff has provided different
answers to the same question, and there are inconsistencies in the approval of the
Financial Data Schedule. With respect to the latter, HUD rejected the report of
one PHA that had a balance in the HUD Contributions Account that was larger
than the net fixed assets. However, it approved another PHA in the same situa-
tion. Another firm reported that REAC requires accounting procedures that do
not conform to GAAP requirements.

While the physical and financial components of HUD’s assessment system are
very comprehensive, it appears that the scores from new assessment tools do not
include other important aspects of assisted housing providers’ performance. For
example, it seems that compliance with civil rights requirements is not factored
into a housing provider’s assessment score. HUD field staff are supposed to
assess housing providers’ compliance with civil rights requirements when they go
on site for any reason. However, HUD staff visits to most providers are sporadic.
Many occur in intervals of years. In addition, it is unclear whether data from these
on-site visits are consolidated and analyzed consistently. Also, requirements for
conserving energy appear to be missing.

The current resident satisfaction survey also has raised concerns about the extent
to which it adequately reaches across language and social barriers to provide a
reliable cross-section of views in a form that housing managers can respond to
meaningfully.

The new assessment protocol relies extensively on automation. Assisted hous-
ing providers have had to acquire the needed systems and/or software and mod-
ify their systems as the quality-assurance system evolves and as HUD continues
to refine system requirements. Sending and receiving information electronically
between HUD and its housing providers is innovative and appropriate.
However, HUD’s system capacity and design have not been able to handle the
demands that have been placed upon it. Numerous PHAs and private housing
providers have reported that they cannot access the system during normal busi-



ness hours and that HUD system failures have resulted in lost data on numerous
occasions. Accounting firms are having similar difficulties. PHAs have reported
that their accounting firms plan to increase their fees because of the increased
frustration and time associated with HUD’s financial assessment system. One
accounting firm said that it has spent hundreds of additional hours trying to con-
form to HUD’s new standards. Because only a portion of those costs can be
passed on to the PHAs, it has had to absorb the additional time spent it spent dur-
ing the conversion process. In a letter that the firm sent to the assistant secretary
for PIH, it said: “It seems somewhat unjust that the accountants and housing
agencies are in effect paying for the inefficiencies of the system, when pleas for
help to correct the problem seem to go unnoticed.”

A major cause of the access problem is that housing providers and accounting
firms must make their data entries while they are on-line on the Internet. HUD
failed to anticipate that, like income tax reporting, a large portion of the housing
providers and their accountants would wait to send the required reports until the
actual due dates, which are based on the providers’ fiscal year ending dates. Asa
result, many individuals try to access HUD’s system at the same time, causing the
system to slow down significantly or shut down. To address this problem, HUD
officials informed Academy staff during an August 15, 2000 meeting that the
department is upgrading its web access capacity by 600 percent. They also said
that housing providers would not be penalized if they miss a reporting deadline
due to the system’s inaccessibility. For a longer-term solution, HUD also is
exploring how to allow users to download the necessary programs, work off-line
to enter the data, and then transmit the completed report. In the case of financial
data, however, there are about 200 business rules written into the financial state-
ments. The technology that can handle that is just emerging.

Yet, system problems have not been confined to the new assessment tools. PHAs
have reported similar access problems to HUD’s Multifamily Tenant
Characteristics System (MTCS), which is used by PHAs to provide HUD with
data on their tenants. HUD also has had to make system changes to MTCS to
implement QHWRA. Several PHAs reported that their software contractors have
had difficulty keeping up with these changes. The large number of changes isnot
the entire problem, however. HUD also has not given the PHAs’ software ven-
dors the methodology to test the new software. On occasion, the department has
issued modifications to changes already in progress. These changes have been a
particular problem for small PHAs that have had to spend funds from limited
budgets to purchase new equipment and software and to hire consultants to help
them.

Several PHAs noted that several times, HUD has not allowed enough time to
complete system changes. As a result, some changes were tested in a live envi-
ronment and PHAs received error messages because they didn’t have time to
make the necessary changes in their systems. In those instances, HUD has told
PHAs to ask for forbearance so that they would not be penalized. But that
requires expenditures of time and effort by both the PHAs and HUD.
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System Training and Information Sharing

Major system changes create uncertainty. In some instances, they foster suspi-
cion, particularly when a new system is evaluating organizational performance
and when those who are being evaluated perceive that they have not had ade-
quate input into the assessment process. Organizations also need to understand
the standards by which they are being measured. HUD’s implementation of the
new assessment tools did not include a comprehensive training plan for HUD’s
staff and partners. REAC left it to the program offices to request such training.

The Office of Housing began to educate its staff and private housing partners
about the system soon after HUD began using PASS. It asked REAC to conduct
sessions around the country that explained the system. A commensurate effort
in PIH was not begun until March 2000. This lack of open communication
between HUD and the public housing industry early in the process has further
complicated the implementation of the new quality-assurance system for HUD-
assisted housing. During much of the nearly one-and-a-half years that HUD used
PASS in an advisory mode for PHAs, a perception of secrecy surrounded the scor-
ing system. That, in turn, increased the PHAs concerns about it. Inadequately
prepared, the PIH field staff, and even REAC itself in some cases, could not pro-
vide answers or technical assistance. The public housing industry’s independent
efforts to unravel the secrets of the scoring system were not always accurate.

Ability to Absorb and Implement Change

If the development and implementation of the new assessment tools were the
only changes facing HUD and its partners, most likely they would have greater
ability to absorb and implement the new systems. However, the new systems are
just one of many changes for both HUD and housing providers, particularly in
the public housing arena. PIH field staff and PHAs appear overwhelmed by the
amount of change they must assimilate. HUD’s effort to produce rapid results in
response to many statutory and other pressures taking place appears to have
caused it to overrun its capacity to administer these initiatives and the public
housing industry’s capacity to absorb them.

Tailoring the System

HUD-assisted housing providers come in many sizes and have various levels of
capacity and expertise. In increasing numbers, PHAs also are expanding their
operations outside the realm of HUD programs. These different organizational
operations call for different forms of monitoring and oversight.

There already are considerable differences in the way HUD’s three main housing
assistance programs are monitored and overseen. HUD oversees public sector
housing providers more closely and examines a broader set of their management
activities than private sector housing providers. In part, these variations stem
from the different political and market conditions that apply to these programs,
as well as from the unique origins and traditions of each program. This is reflect-



ed in the different cultures of the two HUD offices that administer the programs,
and by the interest groups with which they must work. It is important to recog-
nize these differences and reflect them in the quality-assurance systems.

Three of the most significant differences among the organizations that deliver
HUD-assisted housing programs—other than whether they are public or private—
are their size, level of performance (or status), and style of performance (whether
they are traditional or more entrepreneurial, innovative, or ambitious). These
differences raise two key questions with respect to the design of the quality-assur-
ance system that assesses assisted housing providers’ performance:

1. Should HUD apply the same assessment standards to the different types of

entities?

2. Should HUD use the same procedures to administer the standards for all
housing providers?

Assessment Standards

HUD already is using different standards to assess the financial operations of
housing providers. The financial ratios used to assess PHAs are different than
those used to assess private providers. And HUD has used size as the principal
criterion when it places housing providers into peer groups to compare their
operations. The assessment standards are established accordingly. Justas impor-
tant, however, is the style and scope of a housing provider’s operations. Some
providers use only a single HUD program, others use multiple HUD programs,
and still others use one or more non-HUD programs as well. Some communities
also adopt higher standards of program administration and housing quality.
This may be more costly, but it also may better suit the community. These factors
all affect how a housing provider appear on paper.

Assessing housing providers’ operations without accounting for these distinc-
tions in the assessment standards can produce invalid comparisons. Several
PHAs have been concerned about this lack of differentiation. Although it occurs
largely in the financial assessment, too little differentiation may create problems
in other assessment areas as well. It is better to recognize these differences
explicitly, than to assume that they are insignificant. The assessment standards
in HUD’s quality-assurance system should ensure truly comparable compar-
isons between housing providers.

Procedures to Administer Standards

Once assessment standards are established, the procedures to determine
whether they are being met can take on many forms. HUD’s new quality-assur-
ance system applies across the board to all housing providers. Little considera-
tion is given to their different performance capacities.

Organizational size impacts an entity’s ability to effectively implement manage-
ment systems. Elaborate planning and management processes, internal control
systems, and self-evaluations may be appropriate for large organizations with
adequate staffs. However, they are out of scale for small, minimally staffed organ-
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izations. Using informal procedures, small organizations can often accomplish
goals that would require much more formal procedures in larger organizations.
Likewise, monitoring and oversight requirements also should be kept in scale
with the size of the organization being assessed. Alternative means to evaluate
the performance of assisted housing providers against generally accepted assess-
ment standards can be tailored to housing providers’ size and resources, and still
provide HUD with the assurance it needs that the housing that is being provided
is decent, safe, and sanitary. For smaller housing providers, this suggests a search
for less exacting ways of meeting the intent of the current quality-assurance sys-
tem with less formality and documentation.

Similarly, the performance level of housing providers can influence the require-
ments of a quality-assurance system. HUD needs more intensive oversight and
monitoring in order to help troubled providers get out of troubled status and stay
out, and to prevent those providers whose operations are classified as near trou-
bled from becoming troubled. HUD provides this kind of special help and more
intensive departmental oversight primarily for housing organizations that are
officially designated as troubled.

A quality-assurance system also can adjust its requirements for high performing
housing providers. HUD has already done that to some extent. For example,
high performing PHAs can be relieved of specific department requirements.
They can be eligible for having fewer reviews and less monitoring; those that
score greater than 90 percent on their physical inspection score are inspected bi-
annually instead of annually. However, devolving further responsibility to high
performing housing providers appears possible. Perhaps it could be accom-
plished in a manner that is being piloted under the MTW programsé! or outlined
in recent proposals for block grant options.62 Both would call for modifying
HUD’s approach to quality assurance. The hallmark of these proposals is direct
decision making by housing providers on the use of HUD funds. This could
involve flexibility to transfer funds among HUD funding categories. The transfer
would be based on plans made collaboratively and publicly in accountable polit-
ical processes to meet agreed-upon community goals and performance stan-
dards in the context of local needs and conditions. Earning this kind of freedom
and flexibility could be a strong incentive for PHAs to become high performers
and demonstrate a strong commitment to excellence. This approach implies a
significant amount of regulatory relief and a shift from detailed to more general
oversight procedures based on performance monitoring and local oversight.

HUD’s Capacity to Implement Its Current System

It is critically important for HUD to have the staff, systems, and other resources
to effectively meet its responsibilities to oversee and monitor the assisted hous-
ing programs using its current quality-assurance system.

Staffing
Does HUD have the right people with the right skills in the right places to achieve

the ultimate outcome of having a high-quality portfolio of HUD-assisted hous-
ing? For the Section 8 project-based program, HUD has addressed this issue by



contracting out the administration of its Section 8 HAP contracts. HUD decided
this as part of its MRP 2020 management reforms. Those reforms recognized
that HUD would not have enough staff to perform the necessary monitoring and
oversight and that contracting for those services was essential for good program
management. HUD allocated staff to the Office of Housing on this basis and
believes that the staff size and their skills will be adequate.

The situation in PIH is different. For the Section 8 tenant-based program, PIH has
decided to rely on audited PHA self-assessments but acknowledges that it will
still need to monitor this progress through its field offices. As PIH field offices
were downsized substantially, they lost many of their most skilled and knowl-
edgeable staff. These staff reductions occurred without a thorough analysis of
the resources that are required to manage HUD’s programs under the new qual-
ity-assurance system,® and they have left PIH vulnerable to being unable to ade-
quately monitor and assist PHAs in achieving program success. A majority of
PIH’s field staff—both current and previous—have never worked for a PHA. A sig-
nificant number of the current staff are former single-family housing specialists
who transferred from the Office of Housing with little or no formal training in the
public housing arena. The PHAS assessment tools were designed to help PIH
staff execute their monitoring and oversight responsibilities. However, training
in the use of these new tools came late in the system’s implementation. This left
PIH field staff not fully prepared to use the tools and address PHAs’ concerns
during the first year-and-one-half of the system’s implementation, when one
would expect the concerns and questions to be the greatest.

Although HUD centralized some of the work that used to be done in its field
offices into new processing centers (Grants Management and Special
Applications Centersé+), PIH field staff continue to play a significant role in the
awarding of new grants (they review the applications) and in the special applica-
tion processes. If PHAs experience problems or have questions in these areas,
they often consult first with the PIH field staff with whom they have the closest
relationships. As a result, HUD may have underestimated the amount of work
that has remained in PIH field offices.

PHAS provides PIH field staff with more information to assess PHAs’ operations.
Yet, it is unclear whether the staffing levels and staff expertise will be adequate for
field offices to perform sufficient oversight, monitoring and technical assistance
to keep PHAs off the troubled list and to help them improve their operations.
PIH will be included in the first phase of HUD’s initiative to develop a resource
estimation system. To date, however, HUD has not analyzed the necessary level
of effort for field staff to operate under its new quality-assurance system.

System Capacity

As noted earlier, problems with the capacity of HUD’s automated systems have
limited their usefulness and imposed additional burdens on its users. System
glitches should be expected during the initial implementation of any new sys-
tem—particularly one as ambitious as HUD’s new quality-assurance system.
However, HUD’s continuing modifications make it difficult for housing
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providers and their software contractors to keep pace. They also increase their
implementation costs. HUD’s early information releases that inferred that its
new system should impose no additional costs appear to have been incorrect.

COMPARISON WITH CHARACTERISTICS OF A GOOD
QUALITY-ASSURANCE SYSTEM

This section of the chapter compares HUD’s current system with the 14 charac-
teristics of a good quality-assurance system that were covered in Chapter 1. It
also assesses how HUD’s current system applies differently to the public hous-
ing, Section 8 tenant-based, and Section 8 project-based programs.

1. System Goals Consistent with Mutually Agreed-Upon Outcomes,
Assessment Standards and Procedures: Quality-assurance system goals for
HUD-assisted housing should be based upon clearly stated outcome goals for
well run assisted housing providers that are widely accepted by HUD and the
housing industry; and, they can be clearly linked to standards and procedures by
which HUD-assisted housing may be assessed.

HUD’s current quality-assurance system contains goals determined largely by
federal laws and HUD, without widespread industry agreement. HUD’s dia-
logue with its housing providers has not included adequate discussion
about the outcome goals for well run housing providers or the goals of the
quality-assurance system. There has been a lack of effective consultation as
defined in Chapter 2. The Interim Report identifies several goals for PHAs.65
They include improving and maintaining the quality of living units, ensur-
ing the safety of residents, providing opportunities for resident self-suffi-
ciency, and preserving and improving the supply of housing. Effective con-
sultation could have demonstrated to HUD how its goals and those of PHAs
could easily be reconciled. HUD’s system is rooted primarily in a regulato-
ry model. It focuses on statutory goals, administrative regulations, and
management reforms. Public housing industry representatives have said
they want a quality-assurance system where self-improvement is key.

The new assessment standards use most of the same basic categories as the previ-
ous ones. However, HUD’s current quality-assurance system for public housing
and Section 8 project-based properties uses procedures that are significantly dif-
ferent than those familiar to the industry. They do not have widespread industry
acceptance.5¢ The public housing industry continues to take exception to
the assessment procedures in both the physical inspection and financial
assessment components of PHAS. It also has raised several concerns about
the questions used in the resident satisfaction survey. The department has
held a number of meetings with industry representatives. Itlistened to their
concerns, and it is continuing its efforts to resolve these issues. In general,
private providers have accepted the assessment standards that apply to
them and the assessment procedures as currently revised.67



2. Self-Assessment and Continuous Improvement: A good quality-assurance
system should include some elements of self-assessment and continuous
improvement that are designed to help assisted housing providers improve their
performance.

HUD’s current assessment system does not include a self-assessment element
except for the self-reporting data required under the Management Assessment
Subsystem of PHAS and the assessment system being developed for Section 8 ten-
ant-based properties (SEMAP). These self-assessments focus on regulatory
compliance rather than continuous improvement of housing providers.

3. Peer Review/Site Visit: A good quality-assurance system should provide some
degree of on-site peer review to infuse housing providers’ programs for perform-
ance improvement with independent, outside perspectives and suggestions.

HUD’s current system does not include a peer review component. Although the
TARCs contract with the National Association of Housing Redevelopment
Officials (NAHRO) to review certain aspects of some troubled PHAs’ opera-
tions, this is not a peer review in the sense traditionally found as part of an
accreditation program. In addition, it applies to only a small number of
PHAs.

4. Internal Quality-Assurance Procedures: A good quality-assurance system
should incorporate and encourage internal procedures within housing organiza-
tions that ensure the quality of their operations and results.

HUD’s current system depends largely on quality-assurance procedures that are
external to the housing organizations being assessed. HUD’s assessment proce-
dures have some internal quality-assurance mechanisms, such as those for physi-
cal inspections. However, the overall assessment system does not rely on quality-
assurance procedures within the provider organizations.

HUD’s internal procedures have several mechanisms to ensure the accura-
cy of the scores it produces. For physical inspections, REAC has a Physical
Assessment Standards Team that performs desk reviews of inspections,
adjusts contractor training, and updates the Dictionary of Observed
Deficiencies. Italso has a Quality Assurance Inspection Team that evaluates
the performance of contract inspectors by re-inspecting properties. REAC’s
Quality Assurance Division monitors and performs peer reviews of selected
IPAs who perform the financial audits of HUD-assisted housing providers.
REAC also has a Financial Laboratory that will continually reassess finan-
cial thresholds to determine whether significant inequities arise due to
changed economic or industry conditions. For the management assess-
ment indicator in PHAS, IPAs confirm the accuracy of the data PHAs submit.

Although these mechanisms are important for ensuring the quality of the
scores issued by HUD, a recent GAO report¢8 noted that HUD’s quality-
assurance procedures for its physical inspection system have gaps and
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weaknesses. GAO found that “while REAC performed on-site reviews to
assess the adequacy of the inspections, it did not have procedures for ensur-
ing that these reviews were performed systematically, that problems identi-
fied during the reviews were resolved quickly and appropriately, and thatits
reviews were coordinated with those that its inspection contractors per-
form as part of their own quality control programs.” In addition, GAO
noted that “REAC did not always report the results of its reviews to inspec-
tion contractors in a timely manner, and it did not have the systems and
records needed to ensure that corrective actions are taken after problems
have been identified.” REAC is taking steps to correct these deficiencies.

In some fields,®® quality assurance relies primarily on quality-assurance
plans and procedures within the monitored organization. External audits
are used to make sure that the organization’s plans and procedures operate
reliably. Using this approach for HUD-assisted housing could reduce
redundancy and HUD’s workload. It also could place the primary quality-
assurance activities within the housing organizations that are providing
services. An assessment system that places greater reliance on housing
providers’ internal quality-assurance plans and procedures could enable
providers to strengthen their capacity to meet quality standards continu-
ously, instead of in response to identification of deficiencies by outsiders.

5. Independent Physical Inspections: A good quality-assurance system should
include some form of independent, on-site, physical inspection of HUD-assisted
housing properties.

HUD’s current system includes independent, on-site inspections of HUD-assisted
housing. However, the physical inspection protocol remains the most con-
tentious aspect of HUD’s current quality-assurance system. As noted above,
the public housing industry still has several concerns about it.

6. Independent Financial Audit: A good quality-assurance system should
include an independent audit of HUD-assisted housing providers’ finances.

HUD?’s current system requires an IPA audit for housing providers that receive
more than $300,000 in federal funding. In accordance with OMB Circular A-
133, entities that receive less than $300,000 submit only unaudited finan-
cial statements. FASS evaluates this information and scores the providers
accordingly. However, a number of PHAs and accounting firms have
expressed concerns about some of the system requirements and imple-
mentation procedures, including problems with inaccessibility to HUD’s
financial assessment computer system. HUD believes it has expanded its
computer system sufficiently to resolve these access problems, and has stat-
ed that it will make further expansions as necessary.”

7. Independent Management Audit: A good quality-assurance system should
include a management audit of housing providers.



HUD’s current system includes management reviews of housing providers by
HUD field offices.

8. Resident Survey: A good quality-assurance system should provide opportu-
nity for residents’ feedback on the quality of their housing and their relations
with the housing-provider organization.

HUD’s current system includes a resident satisfaction survey for public housing
and one is being developed for project-based Section 8 residents. However, a
number of PHAs and resident representatives interviewed do not believe
the current survey questions provide an adequate measure of resident sat-
isfaction. In addition, data are not reported to PHAs in a form that can be
used constructively to initiate change. There also is a question about
whether the current survey provides ample opportunity for resident feed-
back. Participants at the Academy’s Spring forum with HUD’s stakeholders
and partners, which included resident representatives, also expressed the
view that a survey alone is not an adequate form of resident involvement in
the quality-assurance system. In addition, owners and managers of many
privately-owned Section 8 properties believe that their tenants’ market
choices are a more appropriate gauge of their satisfaction than a resident
survey. They also point to leases as enforceable contractual agreements
between tenants and landlords that establish appropriate relationships.

9. Community and Resident Involvement: A good quality-assurance system
should include a mechanism to determine how HUD-assisted housing providers
involve residents in management and community representatives in meeting
local needs in ways that reflect community values. Community leaders and
assisted housing residents also should be actively involved in the assessment
process.

HUD currently requires that communities have an opportunity to comment on
the PHAS’ five-year and annual plans, and local governments that receive CDBG
funding must sign off on the PHA plans to ensure consistency.”t No other com-
munity or resident involvement protocols are built into the system. The
extent to which PHAs and local governments work together to address
housing needs varies considerably from one community to another. HUD’s
current system does not involve the community or assisted housing resi-
dents in the actual assessment process.

10. Scoring/Certification Mechanism: A good quality-assurance system
should include a mechanism for certifying the extent to which housing providers
and properties meet the agreed-upon assessment standards.

HUD’s current system produces a score for HUD-assisted housing providers in
two or more of the four areas covered by the new assessment tools. However,
many PHAs do not yet accept that the scores are based on a fair method of meas-
uring physical quality. For PHAs, the scores indicated whether the provider is a
high performer, standard performer, or troubled performer. Now that these
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designations have benefits and consequences, the reasonableness and equi-
ty of the system is crucial.”2

11. Appeals Process: A good quality-assurance system should include a fair and
easily accessible mechanism to correct errors.

HUD?’s current system includes an appeals process to correct errors in the physi-
cal inspection and resident survey scores. As of August 2000, HUD operated
under interim guidelines to process appeals for the physical inspection
scores. HUD is developing final guidelines for the PHA appeals process in
consultation with PHA representatives. In most cases, local appeals boards
HUD field officials and industry representatives are expected to settle
appeals. More difficult cases will be decided at the national level.

When the appeals process goes into effect for PHAs, it will enable them to correct
simple errors and make a case for changing their PHAS scores when they believe
that an increase in their score based on the appeal would move them into a high-
er category of performer (troubled to standard; standard to high). The public
housing industry has raised several concerns with the appeals process that
is evolving. One concern is the time limits allowed for filing appeals.7? The
industry also believes in modifying some of the assessment standards that
are known to cause errors, rather than relying on the appeals process to
make corrections.” Relying on an appeals process to correct known sys-
temic design problems shifts the burden to the housing providers who
must use resources to engage the appeals process.

12. Recovery Mechanism: A good quality-assurance system should include
mechanisms that help housing providers remedy problems identified by the
assessment process.

HUD?’s current system includes recovery mechanisms designed to help PHAs and
private landlords remedy problems identified during the assessment process.
PIH and Office of Housing field staffs have recovery protocols to correct
deficiencies identified during the assessment process. For troubled hous-
ing providers, the TARCs and the DEC have extensive policies and proce-
dures to help bring providers into compliance.

13. Enforcement Mechanism: A good quality-assurance system should have an
enforcement capacity to sanction providers when they do not comply with pro-
gram and regulatory requirements.

HUD’s current system includes an enforcement component. PHAs and private
providers that do not comply with program or regulatory requirements are
referred to the DEC for remedial action. These actions may include court
cases.

14. Cost-Effective and Affordable Process: A good quality-assurance system
should be cost-effective and affordable to assisted housing providers.



HUD has not prepared a cost-benefit analysis of its new quality-assurance sys-
tem. Several PHAs involved in this study have commented that the additional
resource requirements to adapt and operate under HUD’s new system have
strained their budgets. According to a September 30, 1999 HUD Inspector
General report, REAC spent $62.9 million in fiscal years 1998 and 1999 to
develop and maintain the assessment tools. It could also pay up to $57.4
million for 90,000 inspections under one procurement action ($638 per
inspection) and another $60 million under another ($667 per inspection).
It is too soon to tell what impact this system will have on the quality of
HUD-assisted housing and its residents’ lives.

OVERALL COMPARISON

HUD’s current system includes many characteristics of a good quality-assurance
system. However, some—such as the self-assessment, continuous improvement,
and internal quality-assurance procedures—are not well developed. In addition,
some critical elements of a good system are missing. Most important are the lack
of (1) widely agreed-upon outcomes for well-run assisted housing providers; (2)
agreed-upon goals for the quality-assurance system (which should be based on
(1)); and (3) generally accepted procedures for administering the assessment
standards. These omissions have caused many of the public housing industry’s
concerns with HUD’s new system.

The following section discusses potential modifications in HUD’s current system
that might be considered as means of dealing with key elements of these problems.

OPTIONS FOR MODIFYING HUD’S CURRENT APPROACH

QHWRA, which called for this study, asked the Academy to determine whether
HUD’s monitoring and oversight of its assisted housing programs “should be
eliminated, expanded, modified, or transferred.” The Academy panel’s analysis
presented above indicates that HUD’s current system contains essential regula-
tory elements for carrying out HUD’s fiduciary responsibilities, but it does not
include all of the elements of a good quality-assurance system. In addition, some
of the system’s features need improvement.

The rest of this chapter explores ways to modify the existing elements of HUD’s
system to address the identified problems. Not all problems or options for deal-
ing with them apply equally to the public housing and Section 8 programs.
Much of the preceding and following discussion deals primarily with public
housing. This does not mean that there are no problems in Section 8 project-
based housing. But problems related to public housing predominate.

Supplementing a modified HUD system with elements of other approaches
could help to overcome certain identified deficiencies. Chapter 4 evaluates those
alternatives as well as opportunities for transferring certain responsibilities out of
the department.
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Building Better Relationships with the Public Housing Industry

When there are problems in a relationship, all parties usually contribute to them.
For solutions, they must make an honest attempt to work together through the
issues. The public housing industry has said that it wants to be an equal partner
with HUD, and HUD has expressed willingness to consult the industry.
However, HUD does not use the term “consult” the same way Chapter 2 does.
While the department stresses the importance of carrying out its regulatory and
fiduciary responsibilities — which requires sound assessment tools—the industry
clearly disagrees with HUD about the soundness of those tools, the effectiveness
of HUD’s consultations, and the relative balance between assistance and regula-
tion.

A provider of few direct services, HUD is largely a grant-making agency. It needs
to work in partnership with the public housing industry to fulfill its mission. But
HUD and the public housing industry must first reach a joint understanding
about what that means. They need to have a relationship that is based on respect
and open and frank discussions of the issues. Moreover, all parties have to have
the ability to influence decisions. The relationship also needs to permit dis-
agreements. And the parties need to find ways to move beyond them without
damaging their relationship. In HUD, this will require a cultural change in how
it views PHAs and conducts business. The department will need to ensure that
its efforts at consultation are as effective as they are defined in Chapter 2, and it
will need to be open to making some decisions cooperatively with the public
housing industry. Meanwhile, the public housing industry must accept HUD’s
authority to monitor and oversee their operations; approach HUD’s efforts to
consult and cooperate in a constructive fashion; and be willing to accede to
HUD’s decisions once effective consultations have concluded.

Improving relationships is neither quick nor easy. HUD may wish to consider, in
consultation with the industry, long-term steps to reorient how it does business.
They could include:

B Convene roundtables

HUD could periodically convene roundtables nationwide with PHAs and
industry representatives to discuss public housing developments. Senior
managers from HUD headquarters and local field office staff could partici-
pate, and video-conferencing could tie in those individuals unable to attend
in person. HUD and the industry could jointly develop meeting agendas.
Initially, meetings might focus on HUD listening to whatever issues are
raised and sharing information, with building trust the objective. Ultimately,
the roundtables could become working sessions where decisions are made
and policies are drafted. HUD could distribute roundtable summaries via
the web to all PHAs and invite comments and questions to further open com-
munication lines with the industry.



B Use internal expertise

To improve its relationships with PHAs, HUD could explore new ideas and
ways of thinking by convening a small group of senior staff from the PIH field
offices and tasking them with developing a plan to improve those relation-
ships. Assigned staff would have to have a thorough understanding of the
complexities of the public housing industry and the nature of partnerships.

B Develop staff exchanges

To infuse HUD and PHAs with greater understanding of each other’s roles
and viewpoints, the department could invite PHA and PIH employees to par-
ticipate in staff exchanges under the Intergovernmental Personnel Act pro-
gram. This arrangement would permit senior PHA staff would work in key
PIH headquarters and field positions, and senior PIH staff would serve a
term on the staff of participating PHAs.

These approaches for establishing a long-term cultural change may not produce
the immediate change that the current situation seems to call for. But some of the
options covered below in connection with administrative and regulatory require-
ments could also address issues that are relevant to HUD’s relationships with the
public housing industry.

Addressing Administrative and Regulatory Requirements

Historically, the nature of HUD’s relationship with PHAs is rooted in compliance
with administrative and regulatory requirements. As Chapter 1 notes, the intent
of UMRA is clear. Federal agencies—including HUD—should attempt to mini-
mize the burden their regulations put on the regulated. With public housing,
PIH needs to look not just at each new regulation, but at the cumulative impact
of the administrative requirements on PHAs.

PIH has expressed reservations about reducing regulatory requirements for even
well run PHAs because of the perceived difficulty of re-imposing regulatory con-
straints on a PHA whose performance deteriorates. While these concerns may be
genuine, regulatory relief does not mean that PHAs should be held any less
accountable for performance. Regulatory relief can be built around a perform-
ance contract between HUD and the PHA that provides regulatory relief only as
long as performance standards are met.

Besides the administrative burden, a regulatory compliance model often causes
HUD and its partners to focus more on processes than on outcomes, according
to a 1999 Academy panel.75 This study supports that finding. In public housing,
the large number of regulatory requirements, compared to other HUD-assisted
housing programs, exacerbates the situation.

The legislative intent behind GPRA is that federal departments and agencies will
begin to identify the outcomes their programs seek to achieve and will manage to
those outcomes. The act requires consultation with customers and partners, and
the 1999 Academy report demonstrated how to conduct that consultation. HUD
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has developed a five-year strategic plan and annual plans to meet GPRA’s require-
ment for outcome-oriented goals. But HUD has failed to implement the consul-
tation requirement of the act.

Outcome management also is a goal of the new planning requirements for PHAs
in QHWRA. They endorse consultation between HUD, PHAs, and local commu-
nities. This Academy panel identified a number of problems with HUD’s first-
year efforts to implement the QHWRA’s requirements. They include: (1) HUD’s
planning requirements under QHWRA duplicate PHAs’ existing planning activi-
ties; (2) PHAs perceive that HUD’s strategic goals compete with their locally
established goals; (3) HUD’s planning template is not perceived as real planning;
(4) the coordination between the QHWRA plan and the Consolidated Plan is
incomplete; and (5) small PHAs have had difficulty complying with HUD’s plan-
ning requirements under QHWRA.76

HUD has a much different perception of the PHA planning template. It views it
as a tool for streamlined reporting of the results of planning, not as a tool for per-
forming the planning process.’” It may take several years before HUD and PHAs
develop a common understanding of the QHWRA planning process which will
allow it to evolve into an outcome-oriented management system that builds joint
accountability between HUD and PHAs. For that to happen, HUD will need to
work more cooperatively with PHAs.

The MTW demonstration exemplifies how HUD and a few PHAs have worked
together to agree upon a program of regulatory relief and other program efficien-
cies for achieving outcome objectives that interest both HUD and the PHAs.
Each PHA that participates in the demonstration has negotiated with HUD the
terms, conditions, and goals of its MTW agreement. The Urban Institute has
developed an evaluation design to assess the effectiveness of the demonstration.
It contemplates assessing whether various objectives are accomplished.
Examples include: (1) granting waivers from certain requirements to ease report-
ing requirements (2) facilitating the ability to increase rent revenues (3) flexibili-
ty to achieve a broader income mix of residents, and (4) initiatives to increase the
share of working residents.

This demonstration creates a noticeable change in the relationship between
HUD and the participating PHAs. Itis a form of performance-based contracting.
The MTW agreement clearly defines the outcomes to be achieved and the oper-
ating conditions under which the PHA will perform. The purpose of the demon-
stration is not regulatory or process relief per se, but it is thought to be providing
significant relief for its participants. Some of this flexibility, including rent flexi-
bility, income disregards, project-based waiting lists, and some fungibility of cap-
ital and operating funds, is also available now under QHWRA. In that sense,
QHWRA has diminished the attractiveness of the MTW program. But MTW pro-
vides an excellent opportunity for HUD and its PHA partners to work coopera-
tively to find new ways of doing business that meet both HUD and PHAs’ goals
and are compatible with the PHAs’ evolving nature and operations.



To lessen current administrative requirements and change the nature of the rela-
tionship between HUD and PHAs, there are several avenues HUD could explore,
in consultation with PHAs. Because they contain requirements for consultation,
some options also address the relationship issue covered earlier in this report.

B Identify avenues for deregulation in cooperation with the public housing
industry

PIH has a study underway to identify the statutory and other origins of
requirements in its compliance monitoring efforts. PIH could use the infor-
mation from that study to examine its non-statutory requirements for possi-
ble deregulation. It also could highlight areas where legislative remedies
might be suggested. This project might be a good candidate for joint spon-
sorship between HUD and the public housing industry. Such a cooperative
effort could identify opportunities for regulatory relief for PHAs and serve as
a vehicle for improving relationships between PTH and the industry.

B Expand the Moving-to-Work program

The MTW program is currently applicable to only a limited number of PHAs.
Although a formal program evaluation will not be completed for several
years, MTW already shows promise as a way to give PHAs greater flexibility
to use funds creatively to solve locally identified problems, and for stream-
lining requirements in the public housing program. The consultative
approach in the program also has the potential for addressing the relation-
ship issues that were covered earlier, at least for the participating PHAs. The
Academy panel notes that Congress is considering a legislative proposal to
this effect.

B Propose a new outcome management demonstration program

Expanding MTW would have limited impact because it is aimed at only cer-
tain specific outcomes (economic self-sufficiency; programmatic efficiencies
and reduced costs; and increased housing choice), and it may not apply to all
public housing. In addition, as previously indicated, it is not a regulatory
relief program per se.

Building upon the concepts in GPRA and the experience with the MTW
demonstration, HUD could propose legislation to initiate a new demonstra-
tion program that would change the contract between HUD and participat-
ing PHAs to an outcome management approach. Its goals could go beyond
the formal program description for MTW and cover a broader array of PHA
operations. HUD and participating PHAs would jointly identify goals and
desired outcomes, and could negotiate the terms of their working relation-
ship. This could include some negotiation about how PHAs are assessed.’®
HUD and the public housing industry also could jointly select the PHAs that
participate. An evaluation component should be built into the demonstra-
tion.” This demonstration program could extend consultative outcome
management to as much of the participating PHAs’ operations as both the
industry and HUD agreed were possible.
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Refining HUD’s Assessment Tools

Private providers continue to work with multifamily housing to refine HUD’s
assessment tools. While they may not agree with all aspects of HUD’s system,
there appears to be a general willingness to work with the new system. Where
private providers have experienced problems, procedures are in place to address
them. No apparent changes are needed at this time.

The public housing industry’s continuing concerns about HUD’s assessment
tools—particularly the physical inspection system—need to be addressed, and
HUD has expressed its willingness to do so. Changes to the assessment tools
that result from meeting the concerns of public housing providers also could
benefit private providers.

To accomplish needed refinements and increase acceptance within the assisted
housing provider community, HUD could undertake several initiatives in con-
sultation with the industry. They include:

B Consult on outcome goals and assessment standards and procedures

HUD could undertake a formal initiative to consult with the public housing
industry on the goals for the quality-assurance system, the remaining dis-
agreements with the assessment standards, and opportunities to employ
alternative procedures to administer the standards. This could be accom-
plished via a series of moderated roundtable discussions held nationwide.
HUD headquarters and field staff should be involved in such a process.

B Simplify the physical inspection system design

HUD could simplify the physical inspection system by being clear about
what information is most essential, and limiting the system to that. A key
goal should be HUD’s ability to explain the system and its scoring, and the
user’s ability to understand and implement it.

B Further tailor the quality-assurance system

HUD could begin a formal process to consult with housing providers about
how the assessment procedures might be further tailored to address the dif-
ferences in housing providers’ size, capacity, and performance. Considering
these differences, some elements of the alternative approaches covered in
Chapter 4 may be more effective for assessing assisted housing provider per-
formance.

B TFacilitate system implementation

HUD could accelerate its schedule for testing changes to its new assessment
tools and upgrading its automation technology capacity to handle the vol-
ume of data anticipated from all of its assessment tools. Upgrades could
include the ability to handle the receipt of data during HUD’s partners’ nor-
mal business hours.



B Provide training and other start-up assistance

HUD could accelerate its schedule for training HUD staff and partners on the
new system. HUD would identify those housing providers that are having
difficulty transitioning to HUD’s new e-based operations and provide techni-
cal assistance where it is needed.

Addressing HUD’s Staff Capacity
to Implement its Quality-Assurance System

As previously noted, the Office of Housing is addressing its capacity issues by
contracting out the administration of the Section 8 project-based program. It has
staffed the multifamily field offices accordingly. For states not covered by a con-
tract, the Office of Housing plans to redeploy field staff to handle the workload.
HUD anticipates that all states ultimately will have a contract in place. However,
the Office of Housing still plans to administer troubled Section 8 project-based
contracts. The Academy panel supports HUD’s decision to contract out, despite
some union and private provider opposition.80 Because the contracts are in their
early stages, however, it is too soon to determine whether they will actually pro-
vide effective oversight and monitoring of Section 8 project-based housing.

Within PIH, there appears to be problems with the staff’s capacity to implement
the new quality-assurance system due to the changing nature of the work and
lack of training. In consultation with the industry, HUD could consider taking
the following actions to improve PIH’s staff capacity:

B Formally assess PIH staff capacity and address deficiencies

The work in PIH and the public housing industry is undergoing significant
change. HUD is initiating a project, based on another Academy report,8! to
analyze workforce needs for the department—including PIH. The project will
identify the major work of that office and the knowledge, skills, and staff size
that is needed to perform the work effectively. This could also include an
assessment of how well PIH’s current staff meets those needs and an action
plan for addressing deficiencies.

B Assess the effectiveness of contracting out the administration of Section 8
project-based contracts

In the absence of 100 percent contract coverage, HUD could conduct a com-
parative cost analysis of operating the program with staff versus a contractor.
To ensure that all states will be covered by contracts, HUD also could ask
Congress to allow for a broader range of contractors than those currently
specified in the legislation.

Clarifying Organizational Relationships

MRP 2020 is the latest in a series of reorganizations that HUD has undertaken
over the last decade. A significant impact of MRP 2020 on HUD’s assisted hous-
ing programs has been the creation of REAC, the TARCs, and DEC. These new
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organizations focus on key weaknesses in HUD’s former assisted housing
assessment operations.

Although this panel was not charged with examining organizational issues per
se, some issues of this type surfaced during the course of this study. Foremost is
the role of REAC. On paper, REAC is a service organization. Its purpose is to
serve the program offices by collecting and analyzing data on HUD-assisted
housing. Itis nota policymaking organization. The assistant secretaries for PIH
and the Office of Housing confirm this. However, REAC’s responsibilities in the
development of HUD’s new assessment tools have given it a quasi-policymaking
role as well as a decisionmaking one. When public housing interest groups dis-
cuss their concerns with HUD’s new system, they speak largely in terms of
REAC’s decisions, not PIH’s or the Office of Housing’s. Within HUD, it does not
appear that field office staff have taken ownership of the new assessment tools,
which have ostensibly been created for their use.

The Interim Report noted that the work of the field staff was changing significant-
ly, and the PIH field staff, in particular, appeared to be “out of the loop” with
respect to HUD’s new quality-assurance system. The role of field staff as deci-
sionmakers and HUD’s source of expertise for assisted housing providers
appears diminished. Many industry sources question the PIH field staff’s current
capacity (in terms of numbers and expertise) to perform its assigned functions.

Finally, as an organization, HUD’s focus on its assisted housing programs has
become more scattered. Housing providers, particularly PHAs, must deal with a
significant number of different headquarters and field offices as they administer
HUD’s assisted housing programs. HUD’s operating procedures for how these var-
ious offices work together and communicate with one another are still evolving.
These new uncertainties add to the difficulty of implementing HUD’s new system.

To address these issues, HUD could undertake an initiative, in consultation with
the industry, to:

B Clarify roles of HUD offices responsible for assisted housing programs

HUD could clarify the roles, responsibilities, and relationships of the various
organizational entities with responsibilities for HUD-assisted housing pro-
grams and ensure that its housing providers understand them. It also could
ensure that adequate communication protocols exist among those organiza-
tions. In addition, HUD could reaffirm the field offices’ primary decision-
making authority with respect to its assisted housing programs. At the same
time, it could clarify REAC’s role as a service organization for the Office of
Housing and PIH. To reinforce statements to this effect, field staff could play
a more prominent role as HUD develops and implements its new quality-
assurance system. Options presented earlier address this point. The pro-
gram offices could assume primary responsibility for the new system’s imple-
mentation and modifications. REAC, while still a principal catalyst for the
new system, would work through and provide support to PIH and the Office
of Housing.



HUD also could ensure that, as the department’s principal assisted housing
organizations, the PIH and multifamily field offices are adequately staffed
and trained to address questions from housing providers about any assisted
housing problem.

FINDINGS

Based on the research summarized in this chapter, the Academy panel has iden-
tified seven findings related to HUD’s current quality-assurance system
(Findings 3-9).

FINDING 3. The department is moving in a positive direction by demon-
strating a commitment to improving the quality of HUD-assisted housing
and the performance and accountability of the organizations that imple-
ment HUD’s low- and moderate-income housing programs.s2

By implementing its new quality-assurance system, the department has demon-
strated a commitment to improving the performance and accountability of the
organizations that provide HUD-assisted housing. HUD also has shown a com-
mitment to strengthening the public’s trust in the department. This new system
is an important step toward addressing historical concerns about HUD’s man-
agement of its assisted housing programs. HUD’s new system is pursuing the fol-
lowing improvements:

B It contains essential assessment tools—physical condition, financial condi-
tion, management performance, and resident satisfaction—that are needed to
judge the performance of HUD-assisted housing providers.

B The assessment tools enable the department to provide a more complete
report to Congress and the American people about the status and condition
of the nation’s public and assisted housing stock and the organizations that
provide low- and moderate-income housing with HUD assistance.

B [nitiatives to contract-out the management of HUD’s Section 8 Housing
Assistance Payments (HAP) contracts, which support private housing
providers, are designed to increase the resources that are devoted to oversee-
ing and monitoring the Section 8 project-based program.

B The new system HUD is developing to assess the Section 8 tenant-based pro-
gram (SEMAP) appears to be attracting substantial industry support.

FINDING 4. Providing credible and effective monitoring and oversight is
an essential mission for HUD.

HUD must have a reliable and effective means of determining whether it is dis-
charging its inherently governmental responsibilities for spending federal funds in
accordance with law and good practice standards. None of the other approaches the
Academy panel considered can substitute for this essential core mission of HUD.
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FINDING 5. HUD’s new quality-assurance system has design deficiencies
and barriers to effective implementation.83

HUD’s new quality-assurance system is still evolving. Currently, it lacks some
important attributes of a good quality-assurance system. In this respect, HUD’s
system is not unique. None of the other approaches that the Academy panel
examined has all of the desired attributes. In addition, the new quality-assurance
system’s requirements are exceeding the capacity of HUD and the industry to
implement them. The principal concerns are:

B HUD'’s system lacks the following key characteristics: (1) broadly agreed-
upon outcome goals, assessment standards, and procedures; and (2) pro-
grams to promote continuous improvement by housing providers.

B Other elements of HUD’s system are not well developed. They include: (1)
internal quality-assurance procedures; (2) community and resident involve-
ment; and (3) the appeals process.

B HUD and many housing providers lack the necessary staffing, automated
systems, technical assistance, and training capacity to effectively manage and
implement the department’s quality-assurance system.

B The current system does not tailor its assessment procedures sufficiently to
recognize differences among PHAs. Those differences include their size,
style of operation, responsibilities for more than HUD programs, and per-
formance status.

FINDING 6. Although HUD continues to refine its assessment tools, assist-
ed housing providers, particularly PHAs, continue to raise questions about
whether they accurately portray the condition of HUD-assisted housing.

Some of the concerns identified by assisted housing providers have resulted
from the rapidity with which HUD developed and deployed its new assessment
tools, and the insufficient consultations it conducted with assisted housing
providers, residents, and community representatives during that process. The
concerns include:

B The physical inspection system is not currently providing fully accurate and
replicable assessments of housing providers’ performance.84

B The physical inspection scoring process sometimes places burdensome and
disruptive administrative and regulatory requirements on housing providers
and PHAs in particular. This strains their budgets without demonstrating
added value in terms of outcomes sought. For example, a number of PHAs
reported that they feel compelled to “manage to the physical inspection
score” they receive. Several executive directors said their boards and com-
munities look critically at the physical inspection score, and create pressure
to correct all physical deficiencies identified by the inspection, regardless of



their severity, in order to raise the inspection score. This strategy could redi-
rect funds from initiatives with higher priorities. Thus, by focusing narrowly
on raising the physical inspection score, PHAs may forgo other investments
that could improve their residents’ lives more significantly. An overemphasis
on minor problems puts regularly scheduled maintenance and renovation
programs at risk.

B The physical inspection system is not flexible enough to deal with local situ-
ations and housing/building codes except through the appeals process.
Obvious errors and misunderstandings can be adjusted administratively by
contacting REAC before final scores are issued, but other matters must be
appealed more formally after the scores are issued.

B HUD has not moved swiftly enough to finalize an effective appeals program.
As of August 2000, only interim guidelines were in effect.85

FINDING 7. HUD and the public housing industry have not established a
partnership based upon governmental agencies working together to achieve
common goals. Instead, there are longstanding perceptions that PHAs are
HUD’s subordinates, not its partners.

While PHAs must comply with the terms of their HUD contracts, they are units
of local government created under state law, consistent with federal law. Their
goals are determined locally as well as nationally. HUD needs to recognize PHAs’
governmental status and build an intergovernmental partnership with them
based on this status.

FINDING 8. HUD’s new assessment tools are not the product of a strong
consultation process. 8

In the public housing arena especially, HUD’s culture, program structures,
staffing, and practices have evolved over many decades without fostering effec-
tive consultation with partners and stakeholders. This lack of effective consulta-
tion has hampered:

B effective stakeholder participation in the development of assessment tools
B industry and resident acceptance of the new tools
B constructive partnerships with public housing agencies

Meetings alone do not constitute effective consultations. The Academy panel
found that HUD’s consultations with its assisted housing partners would be
more effective if they were based on the systematic application of the six prin-
ciples set forth in Finding 2. Applying these principles for more effective con-
sultation with housing providers, residents, and community representatives
could enhance acceptance and implementation of HUD’s new quality-assur-
ance system.

HUD’s Approach to
Monitoring and
Overseeing Its Assisted
Housing Programs
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FINDING 9. Partnerships can produce benefits.

Comparing the public housing and Section 8 project-based programs shows that
partnerships can produce positive results. HUD is using similar assessment
tools for the public housing and Section 8 project-based programs. However, the
Office of Housing has taken a more consultative approach to working with its pri-
vate provider partners than PIH’s approach to working with PHAs. As a result,
the Office of Housing has found it easier to obtain its housing providers’ accept-
ance of needed system adjustments. Earlier training of multifamily field staff and
a greater ability to adjust how scores apply to individual projects have made it
easier for Section 8 private providers to address assessment results. The Office of
Housing’s efforts to partner with private housing providers to implement the
new assessment tools has neither reduced its ability to carry out its fiduciary
responsibilities, nor lessened housing providers’ accountability for providing
decent, safe, and sanitary housing.



CHAPTER 4

Assessing the Potential
of Other Approaches

When there is general agreement about the goals and assessment standards of a
quality-assurance system, the actual assessment practices and approaches can
take many forms. The legislation that calls for this study asked the Academy to
examine other approaches that might replace or supplement HUD’s current
oversight and monitoring practices. This chapter describes several other
approaches and how they could be applied to HUD’s assisted housing pro-
grams. It also comments on their potential for improving HUD’s current
approach to ensuring the quality of HUD-assisted housing and housing
providers’ operations.

OVERVIEW OF OTHER APPROACHES CONSIDERED

Table 1 compares the elements of a good quality-assurance system that are
included in HUD’s current oversight and monitoring systems for the public
housing and Section 8 programs, with those that are included in the other
approaches that the panel considered. The other approaches are grouped under
four categories: (1) accreditation; (2) private services; (3) devolution; and (4)
self-assessment.

As Table 1 shows, none of the other approaches includes the regulatory and
enforcement functions of HUD’s new quality-assurance system. At the same
time, they can potentially improve HUD’s system by providing characteristics
that are absent. The specific gaps that could be filled are:

B industry-wide agreement on goals and standards

B peer review and site-visit assessment and assistance

B self-assessment and continuous self-improvement initiatives

B providers’ internal quality-assurance programs

A6
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B resident involvement
B community involvement

Besides filling those gaps, some of the other approaches could substitute for
undeveloped elements of HUD’s system, or where it does not adequately address
assisted housing providers’ differences and needs. Some of the other approach-
es are available to the assisted housing industry; others would have to be devel-
oped further before they could be implemented effectively.

The four other approaches are described briefly below. The specific practices
related to each are described more fully in Appendix C. Some instructive experi-
ences from other fields where these approaches are used are also presented.

Accreditations?

Accreditation is a formal process that evaluates the performance of an organiza-
tion based on accepted professional standards established by an independent
private accreditation board. It confers status on organizations that meet the stan-
dards. Accreditation is widely used in many fields. The federal government uses
private accreditation processes to help it evaluate the performance of hospitals
and colleges and universities that receive federal assistance. It also has been con-
sidered for use in federal housing programs.

Concept

The entity that seeks accreditation performs a thorough self-evaluation of its per-
formance, and its programmatic and organizational soundness, based on estab-
lished standards and good practices. During an on-site visit, a peer review team
checks the self-assessment. The accreditation designation is awarded for a fixed
period of time to certify compliance with established standards. The process is
repeated periodically to ensure continued compliance.

Benefits

Being accredited provides assurances to customers and the public that the pro-
gram or organization is using good practices and providing good services. The
credibility of this designation comes from the independent, outside, expert-led
process that awarded it. In addition, the self-evaluation and peer review elements
of the accreditation process may lead to improved practices and higher perform-
ance if the recommendations that result from the process are followed. In some
cases, certain recommendations may be required to be implemented as a condi-
tion of accreditation.

In no case did the panel find that accreditation substituted for government regu-
lation. Rather, itis a supplemental mechanism. In general, it is done more to sat-
isfy marketing and self-improvement needs of the applicant than to substitute for
oversight by government authorities. Hospitals, colleges, and universities went
through accreditation processes long before they participated in the federal
financial assistance programs to which they are now linked. In these instances it
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was convenient as well as prudent to use the existing private accreditation
process as a starting point for meeting the government’s oversight and monitor-
ing needs.

Examples of Federal Accreditation Programs

The two most common examples of using private accreditation processes to
meet federal purposes are hospitals and higher education institutions. The
Medicare statute provides that hospitals accredited by the Joint Commission on
Accreditation of Healthcare Organizations (JCAHO) are “deemed” to be eligible
to receive Medicare reimbursements for providing eligible services. In higher
education, federal funds available under Title IV of the Higher Education Act may
go to colleges and universities only if they are accredited by a federally approved,
private accreditation body. However, the federal government does not rely on
the private accreditation bodies exclusively in either of these programs. The
Medicare program also provides hospitals with the option of meeting federal
standards directly, rather than going through the JCAHO accreditation process.
And colleges and universities also must be licensed by the state and approved by
the U.S. Department of Education (ED).

In the case of Medicare, it should be noted that accreditation does not substitute
for hospital licensing, financial audits, or rate setting, all of which is done by
states and Medicare. In addition, Medicare neither bears any direct responsibili-
ty for the financial or clinical failures of accredited hospitals, nor steps in to pre-
vent the negative affects of such failures.

Regarding Medicare and higher education assistance, the private accreditation
bodies were in existence long before the federal programs that now use them.
They already had established standards and could meet federal needs quickly. As
conditions changed and federal requirements evolved in the health care and edu-
cation fields, the accreditation bodies adapted their standards to accommodate
the changes. Some details about how these two federal programs use private
accreditation findings are included in Appendix C. Additional information is in
the Academy’s Interim Report.88

Accreditation Role in Federal Housing Programs

The idea of accreditation for federal housing programs has been under consider-
ation for many years. Executive Order 11668, issued by President Nixon in 1972
to help meet the growing need for management manpower in the assisted hous-
ing field, established the National Center for Housing Management (NCHM).
NCHM'’s primary role is to train and certify individual managers of publicly
assisted housing programs, including many HUD personnel. However, under a
contract with HUD in 1973, NCHM also developed a proposed housing man-
agement accreditation program.

A 1983 Senate Banking Committee report called for an accreditation board for
HUD-assisted housing, and there have been other similar proposals over the
years. For example, NCHM’s collaboration with PHAs and HUD in 1985 led to
(1) efforts aimed at deregulation, and (2) passage of the National Affordable



Housing Act of 1990, a law which mandated the development of PHMAP, the
immediate predecessor to HUD’s current PHAS system.

In 1992, the congressionally established National Commission on Severely
Distressed Public Housing recommended a national accreditation system for
public housing that is completely separate from and independent of HUD.80 The
Commission believed that this step was necessary to improve assessments of
severely distressed public housing and to develop a sounder method of address-
ing management performance throughout the public housing industry. In mak-
ing this recommendation, the Commission believed that an accreditation
approach would increase both the quantity and quality of technical assistance.
In 1995, Congressman Rick Lazio introduced a bill to establish a housing accred-
itation board that would have been required to consult with NCHM to set stan-
dards. But that legislation never passed.

Instead of enacting any particular housing accreditation proposal, Congress
mandated the current Academy study when it enacted QHWRA in 1998.
NAHRO currently has an accreditation task force that is considering various
options. The Council of Large Public Housing Authorities (CLPHA) and others
continue to advocate accreditation.

The Institute for Real Estate Management (IREM) has developed an Accredited
Management Organization (AMO) standard for identifying the best companies
in the real estate management business. Applicant organizations pay a fee to
IREM and undergo an extensive review process to receive AMO certification.
Most certified organizations manage private apartment buildings, although two
certified members are PHAs. IREM also offers a Certified Property Manager
(CPM) designation to recognize highly qualified real estate management profes-
sionals. An organization seeking AMO status must be led by a CPM. In addition,
IREM also offers an Accredited Residential Manager program that recognizes res-
idential managers who succeed using IREM criteria.

IREM and NAHRO, like NCHM, also offer extensive training programs for hous-
ing providers, and certify individual housing managers. IREM concentrates
largely on the private housing industry, while NCHM and NAHRO focus on the
public housing industry. Neither NCHM nor NAHRO offers accreditation to
housing organizations. Until 1995, HUD required managers of public housing
who were responsible for more than 75 units to be certified by one of these three
organizations. Even without this requirement, however, IREM reported an
increased demand from PHAs for IREM-certified housing managers. Neither pri-
vate accreditation nor the employment of certified housing managers currently
carries any significance in HUD’s housing assessment system.

The ISO Accreditation Approach

Management standards for ensuring quality products and compliance with gov-
ernment regulations play important roles in many industries. With the global-
ization of the economy in recent years, there has been growing attention to inter-
nationalizing these standards. The International Organization for Standardiza-
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tion (commonly referred to as ISO%) is a worldwide federation of national stan-
dard-setting bodies. Established in 1947, it is a non-governmental organization
that represents many countries, including the United States, Great Britain, and
the European Union. ISO has established a worldwide network for developing
consensus on management standards. It also has provided mechanisms for
accrediting ISO “registrars” and “auditors” to oversee the application of standards
and registering organizations that demonstrate their compliance with the 1SO
standards. Some federal, state, and local agencies—including disparate ones such
as the National Aeronautical and Space Administration (NASA) and the North-
western Indiana Regional Planning Commission—have used ISO standards to
improve their operations and become recognized.

The American National Standards Institute (ANSI) and the American Society for
Quality Control’s Registrar Accreditation Board (RAB) are jointly the ISO accred-
itation body in the United States. ANSI/RAB operate the National Accreditation
Program that (1) accredits organizations that conform to ISO standards (both
9000 and 1400091), (2) accredits auditor training course providers, and (3)
processes registrar applications.

Application to Housing Programs

Applying the accreditation concept to HUD-assisted housing programs has been
discussed and studied for many years. However, this option is not available to
housing organizations, except in the limited form offered by IREM’s Accredited
Management Organization designation. (See Appendix C for details.)

Potential accreditation models that could be applied to HUD-assisted housing
organizations include: (1) the private model offered by IREM; (2) the interna-
tional standards for quality assurance available from ISO, and (3) an accredita-
tion program developed jointly by HUD and the assisted housing industry
specifically for their use.

Developing a full housing accreditation program for HUD-assisted housing
would require an expensive, long-term effort. The industry would have to be
very committed to the accreditation model for it to be successful.

Costs

Accreditation is an expensive approach. It is intensive, long-term, and must be
repeated periodically. The applicants for accreditation generally bear most of the
costs. They usually pay a fee to the accreditation body to cover its relatively mod-
est administrative and standard-setting costs. However, they also must bear the
cost of conducting the extensive and intensive self-evaluation study; providing
detailed documentation to the site-visit team; and hosting the site-visit team.
These costs reoccur every few years. Generally, the accreditation body requires a
re-accreditation every three years, but it could be as much as five or six years, or
as little as one year or less, depending on the situation.



Private Services®?
Concept

For a fee, private companies evaluate many aspects of an organization or its pro-
grams. Generally, this work is guided by a contract that specifies the scope and
nature of the evaluation, and it is performed using generally accepted profes-
sional standards. The most common example is a financial audit to check com-
pliance with good accounting practices. But there is a trend toward broadening
the scope of these audits. These other services—newer in origin and based on less
well-established principles—include management audits, performance audits,
fair housing audits, and customer or resident audits. A professionally qualified
auditor or audit team visits the organization; examines documents, records, and
data; talks to relevant officials; writes an audit report; and provides a formal pro-
fessional opinion. It may be either unqualified or clean, indicating no problems,
or qualified, identifying specific problems to which the auditor takes exception
and that should be addressed by the recipient of the opinion. Professional soci-
eties or state licensing boards, which maintain the applicable standards, general-
ly oversee the quality of these services. In some cases, federal agencies recognize
and run quality-assurance checks on companies that provide such private servic-
es to organizations that participate in, or are regulated by their programs.

Benefits

This is a relatively inexpensive way to get an outside, independent opinion about
the soundness of some aspect of an organization’s operations. An unqualified
opinion generally assures people who rely on the organization that it is using
accepted practices. An organization that receives a qualified opinion that identi-
fies exceptions can be judged by how well it responds to the need for improve-
ments.

Examples of Federal Use of Private Assessment Services

It is a common practice for federal agencies to rely on certifying bodies or cre-
dentialed professionals (such as engineers), who are licensed or certified by
industry groups or by state licensing authorities, to attest to compliance with
federal requirements. The U.S. Coast Guard (USCG) makes extensive use of this
approach. To ensure that it works satisfactorily, the USCG performs quality
audits of the private certifying agents using a 10-percent random sampling
method.

U.S. Coast Guard’s Programs for Alternative Compliance and Approval of
Shipbuilding Plans. Like many federal agencies, USCG’s scope of work has
expanded asit has had to cope with resource constraints—both human and budg-
etary. In response, according to one USCG official, the agency’s philosophy is
simple and straightforward: “We don’t care who does the work, as long as we
have the authority to delegate and hold them accountable to make sure they do
the job right.”» To implement this philosophy, USCG officials look at risk fac-
tors, performance targets, and quality-assurance plans for several safety-related
programs and activities. Brief examples are cited below.

47
N4

Assessing the
Potential of Other
Approaches



Assessing the
Potential of Other
Approaches

The USCG’s Alternative Compliance Program delegates authority for verifying
regulatory compliance to various standard-setting classification societies such as
Lloyds of London and the American Board of Shipping (ABS). USCG’s primary
interest, which is safety, is slightly different and narrower than those of a typical
classification society.

Also, certain categories of ships built for commercial service in this country must
meet USCG standards. Ship owners are afforded three options: (1) submit plans
to USCG for approval, which is a free service but time consuming; (2) submit
plans to ABS, which uses USCG standards, charges a fee, but is a faster option
than using USCG; and (3) submit plans for approval to an independent profes-
sional engineer, who also must evaluate the plans using USCG standards and
charges a fee. Additional detail on these Coast Guard programs is available in the
Academy’s Interim Report.9

Standard & Poor’s and Moody’s Services for Evaluating Public Housing.
Both Standard and Poor’s (S&P) and Moody’s, private bond-rating firms, have
developed a service to evaluate PHAs. They advertise a comprehensive assess-
ment of PHASs’ operational capabilities as property managers, asset managers,
and owners/developers of low-income and affordable housing. Although these
programs are not bond-rating evaluations, they can serve as a precursor to them.
Officials of diversified PHAs told Academy staff that one reason for using this
kind of service was to provide their boards with a more comprehensive picture
than is possible with reviews by either an IPA or HUD. They also said that their
boards have more confidence in evaluations by a private firm than ones by HUD.

S&P and Moody’s did not develop public housing evaluation programs to be a
substitute for traditional HUD-assisted housing program evaluations. Like
HUD, however, S&P and Moody have developed programs to provide a credible
set of benchmarks for established performance standards that can be relied upon
year after year. It is noteworthy that these programs cover—management and
operations, portfolio assessment, and financial management—are similar to three
of the four principal components of PHAS.

Further detail on S&P and Moody’s can be found in Appendix C.

Application to Housing Programs

HUD-assisted housing organizations that receive $300,000 or more per year
from HUD must have independent, GAAP-based financial audits. Broader evalu-
ations of PHAs are available from private organizations, such as S&P and
Moody’s, which use professional standards established by those organizations.
HUD and the State of Massachusetts have accepted S&P assessments as eligible
expenses for PHAs, and the State of New Jersey has shared the costs of preparing
them for at least four PHAs. Many management consulting firms also offer man-
agement and performance assessments based on what they believe to be accept-
ed general management practices. However, they are not specifically designed
for housing organizations.



IREM’s accreditation is really more of a management assessment than an accred-
itation in the more comprehensive sense defined by practices in the health and
education fields. Essentially, it certifies that the top manager in the organization
is a fully qualified professional in the real estate management field. Also, home
inspection companies are available under contract to perform physical inspec-
tions of HUD-assisted properties and units. REAC contracts with such compa-
nies to inspect HUD-assisted housing that use HUD’s new inspection standard.

The NCHM, NAHRO, and IREM all offer training opportunities to HUD staff and
HUD’s program delivery partners to improve their proficiency. HUD’s Office of
Troubled Housing Recovery contracts with NAHRO to provide peer review serv-
ices to some troubled PHAs.

HUD could give private services such as these a greater role in monitoring and
overseeing HUD-assisted housing providers. To the extent these private services
use standards recognized by HUD, the department could substitute them for
direct HUD assessments for high-performing and other low-risk partners, or as
an interim substitute in years when HUD does not schedule a direct assessment.

The quality and usefulness of professional opinions received from a private serv-
ices firm depend on the standards used, the experience of the person or persons
assigned to perform the assessment, and the scope of the assessment defined in
the contract for services. HUD could influence these factors through a process of
recognizing, giving credit for, or licensing the private firms supplying such serv-
ices. To the extent that the standards have HUD and industry-wide acceptance,
these services could be consistent with overall efforts to improve the quality and
effectiveness of the HUD-assisted housing industry.

Costs

Private services are less expensive than accreditation, primarily because they do
not require the extensive self-evaluation, documentation, and peer review
processes. Although the scope of these services is less than a full accreditation
process, they are an efficient way to get a professional opinion of an organization
and its programs. To the extent that HUD field offices do not have the capacity
to perform on-site evaluations, these private services could serve as a substitute.

Devolution®s
Concept

The Academy panel looked at devolution to fulfill the local review model that
QHWRA required this study to consider. Devolution is a proposal or action that
shifts the responsibility for performing and/or paying for a program from the
federal government to state and/or local governments. This approach generally
shifts some of the accountability and responsibilities away from federal officials
to state or local officials. In some cases, the transfer is actually to state and local
political processes as well as substantially equivalent state and local laws and
regulations.
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Benefits

In a large and diverse country, there are many different settings, situations and
conditions. Often, better results may be achieved by devolving administrative
and other responsibilities to state and/or local governments where the workers
are located, and where local concerns and values can be recognized and accom-
modated more quickly and effectively. Having the flexibility to make these
adjustments may significantly improve results, so long as fundamental national
principles and standards are observed. This balance needs to be carefully tai-
lored to the specific circumstances of each program.

Examples of Devolution

Block Grants. Block grants are one of the best examples of devolution, although
various block grant programs exhibit different degrees of devolution. In their
purest form—illustrated by the nine block grants that were enacted as part of the
omnibus budget reconciliation act of 1981%—the federal government retained
responsibility only for civil rights and environmental protection enforcement.
The remaining program accountability provisions were transferred to the state
and local governments that received the grants. The legislation relied on politi-
cal accountability at the state and local levels to get results by requiring the grant
recipients to develop a proposed plan for how the federal funds would be used
in a way that is consistent with the broadly legislated purposes of the grant.
Grant recipients had to make that plan available for public comment before they
finalized their decisions about how to use the money.

Most other block grants are less open-ended than those that were passed in 1981.
All of the traditional categorical grant programs contain significantly more feder-
al controls on how funds may be used. Even the 1981 programs have picked up
additional federal conditions over time. Thus, it is useful to think of devolution
optionsin terms of the degrees of flexibility for state and local governments in the
grant partnership.

Moving-to-Work Program. Enacted in 1996, MTW is a demonstration program
that incorporates many aspects of devolution. As described in Chapter 3, it is a
practical example of how HUD and a few PHAs can work together to agree on a
program of regulatory relief and other efficiencies in the pursuit of mutually
agreed-upon objectives. It involves placing a high degree of responsibility with
the PHA for program implementation, and there is less oversight by HUD than in
the regular public housing program. While MTW is not a complete devolution
model, it has several aspects of devolution that are worth considering.

Performance-Based Contracts. Two examples of devolution that use perform-
ance contracts are (1) charter schools and (2) the application of GPRA.

Charter Schools. Charter schools exemplify performance-based contract-
ing. Although definitions of them vary from state to state and even within
states, charter schools may be defined as: schools that have been granted
authority (a charter) to operate with greater autonomy (i.e., less regulatory
oversight) within a public school system. The principal distinguishing char-



acteristic of a charter school is its formalized agreement with the school sys-
tem, or sometimes with the state. This agreement is essentially a perform-
ance-based contract that describes a charter school’s mission and goals and
how it will be held accountable for them. Typically, charters are granted for
3-5 years and are renewable at the option of the grantor.

In general, there is no basis for arguing that charter schools should cost more
or less than other schools in the same school system. General arguments in
favor of charter schools derive from broader economic and public policy
principles about the virtues of providing parents with educational choices for
their children and inducing competition throughout the school system.
Proponents believe this encourages experimentation and innovation as
schools strive to improve education outcomes in order to compete success-
fully for students and the resources linked to them. However, considerable
resistance to charter schools persists within the professional educational
community. Several reasons account for this, but a main one is that the com-
munity does not embrace the value of competition.

The issues of alternatives and competition are key. The fundamental argu-
ment that charter school proponents advocate is that the competition charter
schools induce will tend to raise educational outcomes for all students, not
just those who attend charter schools. This argument could apply to HUD-
assisted housing programs. There, competition induced by providing viable
alternatives within the programs could ultimately produce improved out-
comes. This could occur not just for those opting for the alternatives, but
also for those in the traditional program design.

GPRA Model. The GPRA model is possibly the ultimate in “performance con-
tracting.” One possible example of this, an outcome management demon-
stration, was discussed in Chapter 3. Whether in a separate demonstration
or not, use of mutually agreed-upon performance goals and objectives, along
with appropriate performance measures, provides a basis for changing the
relationship between HUD and its partners from a regulatory environment
to a performance oriented environment.9

Application to Housing Programs

Administration of the Section 8 tenant-based program has been largely devolved
to state and local housing agencies. HUD also is devolving the Section 8 project-
based program by contracting out its administration, mostly to state housing
agencies (SHAs). Compared to the specified requirements of HUD contracts and
regulations, these arrangements for state and local agencies are more flexible, yet
still enable them to meet performance objectives effectively and efficiently, in
cooperation with the private owners and managers of the HUD-assisted units.

The MTW demonstration program (more fully described in Chapter 3) is
designed to provide a degree of flexibility to transfer funds among related pro-
grams; waive certain standard requirements; and focus on broader objectives to
improve overall program performance. To the extent that some of these efforts
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are successful, the demonstration may support a broader application of devolu-
tion in the future.

One State Housing Block Grant proposal that was submitted for congressional
consideration would also involve devolution. Under it, states could take some or
all of HUD’s housing assistance as a single block grant within the terms of a five-
year performance agreement negotiated with HUD. State legislatures and gover-
nors would determine how the funds would be distributed among state agencies,
PHAs, project owners, and tenants. Presumably, states would have some say in
how the programs that are funded under this proposal would be monitored and
evaluated.

The GPRA approach could also give HUD’s partners more responsibility for pro-
gram administration by substituting performance standards for regulations.

Costs

Devolution could reduce costs and/or improve performance for the same cost.
This outcome could occur if the new flexibility makes program synergies possi-
ble or avoids unnecessary costs. Regardless of whether it shifts costs, devolution
shifts responsibilities. If it were going to shift costs, a proposal may be subject to
UMRA requirements that limit unreimbursed cost shifting (see Chapter 1).

UMRA provides a good framework for analysis and consultation with state and
local program delivery organizations for the purpose of exploring alternatives
and their potential impacts on the affected parties. Even if a regulatory proposal
with respect to HUD’s monitoring and oversight system is not subject to UMRA
requirements, the analytical process set forth in UMRA could provide useful
information and insights to all of the affected parties about likely costs of alter-
natives and who would have to pay them.

Self-Assessments
Concept

Although this approach is similar to accreditation, it does not take the concept as
far in two respects, both of which derive from the absence of an organization that
isresponsible for the overall process. First, the individual organization that seeks
to improve itself may not necessarily base its self-evaluation on generally accept-
ed standards of good practice, or on agreed-upon national standards. Second, a
self-initiated self-evaluation will not lead to a visibly recognized or prestigious
affirmation of the organization’s standing among its peers.

Nevertheless, this concept does involve self-study, which may be as extensive as
itis in the accreditation process. In fact, a self-study process may voluntarily fol-
low the same guidelines as accreditation, without necessarily adhering to the
same timetable or other details. It also may voluntarily use a peer review element.



Examples of Federal Self-Assessment Models

Awards Programs. The President’s Quality Award program, which is modeled
after the Malcolm Baldrige Awards program for business corporations, has been
an important motivator for improving federal agency performance. It requires
applicants to perform a rigorous and comprehensive self-assessment of their
operations. Even those who do not win top honors generally believe they bene-
fit significantly from going through the application process. A similar program
for state and local governments that is sponsored by the Ford Foundation and
Harvard’s John F. Kennedy School of Government, has drawn the strong partici-
pation of hundreds of applicants and recently was opened recently to federal
agencies and regional bodies. The All-American Cities award, which is given
annually to outstanding city and county governments, requires a similar regime.

Food Safety and Inspection Service’s Hazard Analysis Critical Control Point
Program. The Food Safety and Inspection Service (FSIS), an agency of the U.S.
Department of Agriculture (USDA), is responsible for inspections of all meat,
poultry, and egg products that are for sale or distribution through interstate com-
merce, export, or import. Approximately three-quarters of the nation’s raw meat,
poultry, and egg products fall under FSIS jurisdiction. In response to highly pub-
licized outbreaks of E. coli food poisoning in which some children died, FSIS
developed a new program that fundamentally changed its system to improve
safety practices. Under its old approach, federal inspectors inspected every meat
carcass for disease and other abnormalities and chemical residues. Under the
new program—Pathogen Reduction and Hazard Analysis Critical Control Point
(HACCEP, pronounced “has-sip”)—federal inspectors no longer inspect every car-
cass. Instead, they function more like auditors, less like inspectors. For quality
control purposes, they rely on company self-inspections, and perform their own
inspections on a sampling of the carcasses.

Originally developed by NASA and adopted in many industries, HACCP is a
process control system where processing firms must write individual quality
assurance plans. The HACCP rule imposes four performance-based require-
ments for all meat and poultry plants:

L. develop and implement a system of preventive controls (i.e., HACCP) to
improve the safety of their products

2. meet salmonella pathogen reduction performance standards

write and implement standard operating procedures for sanitation

4. conduct microbial testing for generic E. coli to verify the adequacy of their
process controls for the prevention of fecal contamination

w

Both federal and state inspection personnel underwent extensive training in
preparation for implementing the rule.

U.S. Coast Guard’s Streamlined Inspection Program. Cyclical and episodic
compliance with safety regulations by vessels that support oil-drilling operations
in the Gulf of Mexico led USCG to find a better and less adversarial way to ensure
safety. After trial and error, USCG partnered with the oil-drilling industry to

A7
N 4

Assessing the
Potential of Other
Approaches



Assessing the
Potential of Other
Approaches

design a highly successful voluntary program—Streamlined Inspection Program
(SIP)—to empower and educate crews to periodically and more frequently verify
that specified equipment and systems meet regulatory requirements. Each ship
maintains a log of inspections and corrective actions that the USCG may audit.
USCG regards vessels under this program as safer than those which are not.

Under SIP, each ship must have a quality-assurance plan. USCG inspectors and
participating companies hold frequent meetings to review requirements. As
companies become more familiar and comfortable with fulfilling the safety
requirements, meetings are held only as they are needed. In lieu of detailed
inspections of all ships, USCG inspectors conduct audits of vessels in the pro-
gram by using a 10-percent sample.

HouseMark Benchmarking Tool. HouseMark is a privately developed comput-
er system in Great Britain that provides management and benchmarking servic-
es to housing organizations to help them achieve continuous improvement. A
joint effort of the Chartered Institute of Housing of Great Britain (CIH)?° and the
Arthur Andersen Company, a global management consulting firm, HouseMark is
in the early stages of implementation in Great Britain, and it is now being mar-
keted for adaptation and use in other countries.

HouseMark services are Internet based. They include benchmarking with other
organizations that voluntarily subscribe to the service and contribute their own
data to the system. Once signed up, a he subscriber must specify, depending on
its own goals, the number of benchmarking fields it will participate in. The level
of confidentiality also must be chosen. Subscribers also provide examples of
good practices, process maps for important housing activities, discussion
groups, references to housing related web sites, and advice. Participation in this
service is used for self-improvement. A housing organization’s annual fee for
using HouseMark services depends on the amount of housing the organization
manages. Fees range from £1,750 to £17,250 (British pounds).100

Benefits

An organization that performs a self-evaluation may expect to gain organization-
al and program performance improvements that are similar to those for organi-
zations that seek formal accreditation. In fact, these improvements could be even
greater if the organizations successfully tailor the process to their own needs and
go beyond the minimum requirements of the accreditation process. This type of
option is also open to organizations that apply for accreditation. Organizations
that perform self-assessments often receive added benefits such as fresh per-
spectives when they invite outside peers into the process.

Application to Housing Programs

Except in cases where HUD identifies a troubled housing provider and requires
it to develop a recovery plan with the department, this study did not identify any
requirements for state or local housing agencies to use this approach. Yet, some
agencies may be performing self-assessments voluntarily.



To help subscribers improve their own operations, HouseMark provides bench-
marking comparisons within the housing industry; modeling of potential policy
and management changes; and other services. For the benchmarking compar-
isons, individual subscribers can specify appropriate peer groups. This tool is
described in Appendix C. S&P also is developing a proposal to provide
statewide and/or nationwide comparison data for PHAs which could help the
self-assessment process.

With or without specific standards, HUD could require periodic self-evaluations
by the organizations it assists. Similarly, a national housing association could
require its members to perform periodic self-evaluations in order to maintain
their membership. Self-evaluations within the framework of agreed-upon indus-
trywide standards and audited by a private services firm, could come close to
providing the assurances of an accreditation process. The assisted housing
industry could use ISO 9000/14000 standards as a starting point for developing
such standards. HUD or a national association such as NAHRO could provide
technical assistance tools such as an American version of HouseMark. To a lim-
ited extent, the new SEMAP quality assurance system for Section 8 tenant-based
housing may be counted as an example of self-assessment. If carefully and
thoughtfully used as a management improvement process, with adequate audit-
ing, it might resemble the Coast Guard example cited above.

Costs

Self-evaluation is likely to be less expensive than accreditation. An organization
that uses this approach would have more control over its costs than if it sought
accreditation. As the description above under the private services approach indi-
cates, a private company could assess the credibility of the organization’s self-
evaluation process. Alternatively, assisted housing providers could attain credi-
bility through the discipline provided by state and local public involvement and
political processes.

COMPARING COSTS

It is difficult to find reliable cost information on these alternatives. The relative
cost notations in Table 1 are approximate magnitudes. Not definitive, they were
arrived at through a process of largely qualitative judgments that were made in
consultation with informed parties.

Generally, however, it may be said that the accreditation option—if modeled on
how it works for hospitals and universities—is the most expensive one that the
panel considered. It most likely would be used in addition to the current HUD
system, and most of its costs would fall on the local housing agency or private
owner. As Table 1 shows, the extra costs would be associated with the broader
goals and standards-setting mechanism,; self-study and peer review processes;
and strengthened internal quality—assurance systems. To cover them, HUD
would either have to reimburse assisted housing providers, or the providers
would have to find new revenues or cut other costs.
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By comparison, the current HUD system is relatively low-cost on a per-property
basis. HUD pays most of its costs directly. HUD’s system has fewer components
(cost factors) than accreditation; some of the omitted ones are the most costly.

The private services alternative (associated with a small, professional review
team) is probably more costly than the HUD system in most cases. However, it
is considerably less than the more expansive accreditation approach. These
costs would fall directly on the individual housing provider. Some of them (such
as financial audits) are already required as part of customary good management
practice. In the future, housing providers are likely to experience increased costs
for this type of service as performance-based, and increasingly accountable, man-
agement practices are the expected norm.

POTENTIAL FOR OTHER APPROACHES
TO FILL GAPS IN HUD’S CURRENT APPROACH

As outlined above, the other approaches to monitoring and overseeing HUD-
assisted housing have a variety of advantages and disadvantages. The advantages
include the potential to fill the gaps between the current HUD system and the
characteristics of a good quality-assurance system identified in this study. Table
2 summarizes the principal advantages and disadvantages of these approaches.

The potential that these other approaches have for filling the gaps in HUD’s cur-
rent system are summarized below in three groups that are most relevant to pub-
lic housing industry’s concerns: (1) building consensus on goals and standards;
(2) fostering assistance for continuous improvement and capacity building; and
(3) providing regulatory relief.

Building Consensus on Goals and Standards

Consensus on the goals and assessment standards for a quality-assurance system
is a key component of the accreditation and performance based models.
Building consensus is clearly a matter of pursuing effective consultations with all
of the affected parties in order to reach a substantial amount of agreement. If put
on a tight timetable, this consensus-building process may not necessarily reach a
successful conclusion.

Two main types of consensus are needed in HUD’s assisted housing programs:

B agreement on the disputed parts of the REAC assessment standards—partic-
ularly the physical assessment standards and the financial assessment stan-
dards

B agreement on the outcome goals, assessment standards, and performance
measures that are becoming part of HUD’s strategic plan, annual perform-
ance plan, and performance budget



TABLE 2

SUMMARY EVALUATION OF APPROACHES EXAMINED

APPROACHES*

ADVANTAGES

DISADVANTAGES

(1) Current HUD
System

B Produces broad national sta-
tistics

Relatively inexpensive

Most costs borne by HUD
Includes enforcement and
recovery mechanisms (HUD’s
approach is the only one that
does this.)

B Burdensome for some PHAs

B Inadequate acceptance of
goals and standards

B Incomplete involvement in
making assessments

B No self-assessment, or peer-
review

Bl Too little emphasis on quality
assurance by providers

(2) Accreditation
Models

B Emphasizes self-assessment,
peer-review, and broad
involvement in making assess-
ments

B Rests on widely accepted
industry-wide goals and stan-
dards

B Provides a visible certification
of good practices

B Expensive (includes several
costly elements not found in
HUD’s approach)

B Requires an inclusive and
independent goals and stan-
dard-setting organization (not
currently available)

(3) Performance

Based Models

H GPRA

B Performance
Contracting

B GPRA process is designed to
establish and track visible per-
formance goals and targets

B GPRA is tied to both budget
and reauthorization

B Growing use of performance
contracts by HUD

B Weak involvement of stake-
holders by HUD in establish-
ing performance goals

B Weak use of outcome-oriented
management by HUD

(4) Local Review
and Monitoring
Models

H Devolution

B Self-Assessment

B May reduce HUD workloads
by having others do more

B Gives housing providers
greater flexibility to perform
better

B Focuses responsibility for self-
improvement on housing
providers

B HUD capacity to hold housing
providers accountable for out-
come-oriented performance is
weak

B Potential danger of creating
unfunded mandates

(5) Private
Contractor Model

B A well known, frequently used
practice (for some types of
assessments)

B Generally affordable

B More available for financial
audits and physical inspec-
tions than for other types of
assessments

B Goals and standards not well
established except for finan-
cial assessments

B Needs independent quality
control

(6) Other Models
Hybrids of 1-5

M Various

M Various

* The numbered approaches in this table are those named in Section 563 of QHWRA. The bullet-
ed approaches are panel interpretations of the numbered approaches. Where there are no bul-

lets, the QHWRA and panel approaches are the same.
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Assessment Standards

Regarding consensus building for assisted-housing assessment system stan-
dards, HUD could convene a Housing Quality Board of HUD and industry mem-
bers. The board could be responsible for developing agreement on the perform-
ance goals for well run HUD-assisted housing providers that are consistent with
federal legislation. HUD also could charge the board with developing wide-
spread agreement on housing quality assessment standards that measure the
performance of organizations that administer HUD-assisted housing programs.

There is a great deal of experience with standard setting in regulatory and non-
regulatory settings. Strong industry representation on these decision-making
boards is common. It is used to ensure that the board taps the experience and
expertise of the whole industry; develops support for the standards once they are
adopted; and updates the standards as conditions change. This collegial
approach contrasts sharply with the more insular process for adopting the new
standards that HUD is currently using.

There are two principal options for creating such a board. First, the board could
be statutory, with authority to make its own decisions, through perhaps with con-
currence by Congress or HUD. Second, it could be established as an advisory
committee within HUD under the jurisdiction of the Federal Advisory
Committee Act (FACA). Either the secretary or a regulatory provision could
grant the committee a degree of independence, or it could develop it by consis-
tent practice over time.

A variation on the statutory approach could be to make this a governmentwide
board. Such a body would have the authority to set standards for use by HUD,
the Department of Veterans’ Affairs, USDA, the Department of Defense (DoD)
and other federal agencies that rely on such standards in their housing assistance
programs. The concept of joint industry-federal membership on the board
would be the same as in the HUD-only case described above. However, multiple
federal agencies would have a seat, and the board would be established as an
independent agency. This option would have the advantage of managing all fed-
eral expenditures for affordable housing according to commonly accepted goals
and standards.

GPRA encourages this governmentwide approach. However, there could be a
significant delay in implementing this approach because of the additional parties
involved within the Executive Branch, in Congress, and among the interest
groups. Therefore, it might be best to start with the HUD-only option and then
see whether it could or should be broadened.

Outcome Goals, Assessment Standards, and Performance Measures

Although the basic framework of goals for HUD’s assisted housing programs are
contained in legislation, they are constantly being translated into more specific
operational forms by regulations and guidance. Also, some are revised from time
to time by statutes. The GPRA planning, budgeting, and reporting processes are
designed to bring multiparty consultations to bear on this activity. Those con-



sultations are to reach from Congress, through the agency, to the parties affected
by the programs. The consultation elements of HUD’s GPRA process are still
embryonic; they should be further developed in the housing program area.

Fostering Assistance for Continuous Improvement and Capacity Building

Many resources are available or could be made available to enhance the ability of
HUD-assisted housing providers to do their jobs better. These resources could
use a performance-based approach to help move providers from troubled to stan-
dard status, or from standard status to high-performer status. Or resources could
be used to prevent providers from falling to a lower performance level. Several
examples follow.

Peer Reviews

Under contract with HUD, NAHRO currently provides peer-to-peer visits to
assist troubled PHAs. This program could be expanded to near-troubled PHAs
or could help high performers to keep improving.

Benchmarking

In may be worthwhile to consider applying the HouseMark program to this
country. It provides financial, human resource, and other types of comparative
data now, and it is being expanded to include additional types of information.
The concept of the system is to allow system members to benchmark their prac-
tices against each other as a self-improvement tool.

Training

IREM, NCHM, NAHRO, and many universities currently have considerable train-
ing and education resources that include professional certifications in some
cases. These resources promote professional growth within the staff of organi-
zations that provide affordable housing. If HUD used these in a more focused
way, it could help advance departmental program initiatives in a more timely and
smoother manner.

Independent Management Assessments

Private organizations such as S&P and Moody’s have developed new protocols
to perform management assessments of PHAs. Also, IPAs are providing assess-
ment services that go beyond the bounds of financial audits. If tied closely to
HUD’s program concerns, these assessments could help PHAs meet HUD
requirements more effectively and efficiently.

Self-Assessments

Without having to go to the extra expense of being ISO-audited and registered,
organizations that manage HUD-assisted housing could use ISO quality
improvement standards to guide their self-improvement programs. They also
should participate in HUD'’s strategic planning process. In doing so, they could
learn from the experience and influence HUD’s goals and strategies.
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Technical Assistance

As needs arise, strengthened HUD field offices could provide greater technical
assistance and individual help to their program delivery partners. In addition,
HUD could consider more systematic and continuous university relationships to
expand the research, training, and data resources for its housing program part-
ners. Other federal agencies have made extensive use of this approach to
enhance their programs. For example, USDA, the Department of Transportation,
and the Economic Development Agency have extensive formal relationships
with university research centers nationwide that provide training, statistics,
research, and learning opportunities for the industries they serve.

Providing Regulatory Relief

HUD has a long tradition of strong regulatory control over its housing programs
and especially over the traditional public housing program. This control has
been reinforced by the intense scrutiny these programs have received from con-
gressional committees, GAO, and HUD’s Inspector General. This situation has
created a considerable barrier to regulatory relief and devolution. However,
some steps toward regulatory relief have been taken and they should be expand-
ed. Several examples of them follow.

Devolution

The MTW program is exploring ways to introduce program flexibility and regu-
latory streamlining into traditional HUD programs. As it is implemented, it is
being evaluated in order to learn systematically from the demonstration. This
experiment in devolution bears watching. If this experimental program is suc-
cessful, HUD could expand it to a larger number of its program delivery partners.

Streamlined Procedures

Streamlined administrative procedures offer potential for reducing the burdens
of managing HUD-assisted housing programs. Some progress has been made on
this front by converting programs to formula entitlements and developing com-
puterized application and reporting systems. More progress should be expected
along these lines. However, it will need to be carefully supported and monitored
by HUD, the industry, and Congress to make sure it is smoothly implemented.
That means using appropriate formats and adequate automated system capabili-
ty, and providing the necessary technical assistance to HUD field personnel and
housing providers to enable them to participate in these initiatives effectively and
efficiently.

Less frequent formal assessments by HUD also have a strong potential for reliev-
ing regulatory burdens. This is feasible for standard and high performers with
adequate internal quality-assurance programs, or the ability to contract for appro-
priate outside audits of their financial and management systems. For some time
periods, these approaches would substitute for direct HUD assessments. For this
to work well, HUD may have to recognize the private contractors that would be
authorized to certify providers’ compliance with HUD requirements. The Coast
Guard uses such a system in its oversight of the shipbuilding industry.10!



Contracting

HUD-assisted housing providers could reduce their administrative burdens by
contracting with other providers with greater experience and expertise in com-
plying with HUD’s program requirements. Private owners frequently follow this
path by hiring experienced housing management firms that specialize in HUD
programs. Also, small PHAs sometimes contract with nearby larger ones to do
these tasks for them. HUD could facilitate these practices.

FINDINGS

The Academy panel has identified three findings related to approaches other
than HUD’s current quality assurance system. (Findings 10-12).

FINDING 10. None of the other approaches examined included all of the
key characteristics of a good quality-assurance system or the HUD regula-
tory functions.

None of the other approaches include all of the characteristics. Also, none of
them can accommodate the regulatory functions that HUD must exercise in
order to discharge its responsibility for spending federal funds in accordance
with law and current standards of good practice. Thus, none of the other
approaches that were considered could substitute for HUD’s core mission.

FINDING 11. All of the other approaches that were considered have char-
acteristics which, if used appropriately, could supplement and improve the
current HUD system.

B Accreditation. Accreditation and accreditation-like systems include 8 of the
14 characteristics of a good quality-assurance system, the same number as
HUD’s system, but a somewhat different set of characteristics. Four charac-
teristics—widely agreed-upon standards and procedures, self-assessment and
continuous improvement, and peer review/site visits—are absent from
HUD’s current system. Accreditation also includes community and resident
involvement, which is absent from the HUD system. The international qual-
ity standards (known as ISO) emphasize internal quality assurance, another
weakness of HUD’s system. However, none of the accreditation models
includes the physical and financial reviews comparable to those in HUD’s
system. Nor do they include any recovery and enforcement characteristics,
two major elements of HUD’s system.

B Private Services. Models examined in this area include 7 of the 14 charac-
teristics. One model includes peer review, which is not in the HUD system.
There was substantial overlap in the private models’ ability to conduct finan-
cial and management audits similar to those that HUD performs now. Some
private companies have also developed, or are developing, a physical inspec-
tion capacity comparable to HUD’s system.
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B Devolution. The devolution models examined include 8 of the 14 charac-
teristics of a good quality-assurance system. Several—physical and financial
inspections, scoring, recovery, and enforcement—overlap HUD’s system.
This is partly because several of the examined devolution models are HUD-
administered models. Using GPRA to support a performance-based form of
devolution could combine HUD’s regulatory responsibilities with increased
responsibility for its partners.

B Self-Assessment. Self-assessment modelsinclude 6 of the 14 characteristics,
depending on which model was being examined. Several models include
characteristics that are not found in HUD’s system, including widespread
agreement on standards and procedures, self-assessment, and peer reviews.

FINDING 12. The other approaches to quality assurance that this report
examines could help HUD tailor its approach more fully to the different
HUD-assisted housing programs and providers.

There already are considerable differences in how HUD oversees and monitors
its three main housing assistance programs. The different political and market
conditions that apply to them as well as the different cultures of the HUD offices
that administer them contribute to these differences in oversight and monitor-
ing.

However, there are additional needs for tailoring the quality assurance system to
the needs of specific HUD-assisted housing programs and providers. For each
program, it also is prudent to reassess how much monitoring and oversight is
necessary. For example, would it be better to catch 90 percent of the problems
with an affordable, non-burdensome monitoring and oversight system, or 99
percent with an unaffordable and overly burdensome one?

Table 3 summarizes (in bold type) how the elements of the current monitoring
and oversight systems vary among the three main HUD-assisted housing pro-
grams described in Chapter 3. It also indicates (in regular type) how the addi-
tional elements and practices described in this chapter might be added to each
program to help fill the gaps identified in HUD’s current system. Some additions
are hypothesized illustratively in all three programs based upon on the prelimi-
nary analyses in this study; more are suggested for the public housing program
than in the two Section 8 programs.

Four of the additional elements suggested for consideration in Table 3 are simi-
lar for all three programs. First is the improved use of outcome management
practices, which derives from GPRA requirements and applies to all three pro-
grams (see the first non-bold bullet in the table under HUD’s Current System).
Second is the establishment of a Housing Quality Board. It would help HUD and
the industry develop broader acceptance for the goals and standards by which
the performance of housing providers are evaluated (see the last bullet for each
program in the table under the Accreditation approach). Third is HUD’s use of
private assessment firms to perform assessments in lieu of its own assessment



mechanisms (see the final bullet for each program in the table under the Private
Services approach). Finally, HUD could place increased reliance on the housing
providers’ internal quality-assurance plans and practices (see the last bullet for
each program in the table under the Self-Evaluation approach).

The panel emphasizes that adding new finely tailored components should be
approached carefully, in consultation with affected housing providers, residents,
and community representatives. The scope of this study did not permit the full
development of this important notion of tailoring HUD’s monitoring and over-
sight system.
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TABLE 3

TAILORING OVERSIGHT SYSTEM ELEMENTS TO HUD PROGRAMS
(Bold = In Place; Regular type = Potential Element)

APPROACHES

PUBLIC HOUSING

SECTION 8 PROJECT

SECTION 8 TENANT

(1) HUD’s Current
System

B Physical Assessment

B Financial Assessment

B Management
Assessment

B Resident Assessment

B TARC Help for
Troubled PHAs

B Regulatory
Enforcement

B Improve Use of
Outcome Management

B Extend Assistance to
Borderline PHAs

W Simplify Regulations

B Upgrade PIH
Administrative Capacity

B Upgrade HUD’s
Technical Assistance

B Physical Assessment

M Financial Assessment

M Resident Assessment

Bl Office of Housing help
for Deficient Private
Providers

B Regulatory
Enforcement

B Improve Use of
Outcome Management

B Financial Assessment

B PHA Assessment of
Private Providers

B PIH help for PHAs with
deficient programs

B Regulatory
Enforcement

B Improve Use of
Outcome Management

(2) Accreditation

M SO Registration Option
for Large PHAs

B Require Stakeholder
Participation in
Assessments

B Establish a Standards
Board

M Establish a Standards
Board

B Establish a Standards
Board

(3) Private Services

B IPA financial audits

M Standard & Poor’s PHA
Evaluations (potential-
ly Moody’s also)

Il NAHRO Peer
Assistance to Troubled
PHAs

B Use Private Assessment
Firms

M IPA Financial Audits

B IREM “Accreditation”

B Use Private Assessment
Firms

M IPA Financial Audits
B Use Private Assessment
Firms

(4) Devolution

B Formula Grants to
PHAs

B MTW Pilots

B Expanded Use of MTW

B Block Grants (communi-
ty control)

M Outcomes Management
Demonstration (account-
ability for performance)

B SHA Administration of
Contracts with Private
Providers

B PHA Administered
Assessments of Private
Providers

(5) Self-Evaluation

B Voluntary

B Require Self-Evaluations

M Require Peer Review

B Recommend Use of ISO
Guidelines

B Internal Quality
Assurance Plan

B Internal Quality
Assurance Plan

B PHA Self-Certification
B Internal Quality
Assurance Plan




CHAPTER 5

Conclusions and
Recommendations

By correcting long-standing weaknesses over the last three years, HUD has
undertaken a massive effort to improve its quality-assurance system for HUD-
assisted housing. This investment to improve the performance of assisted hous-
ing providers and the department’s ability to hold them accountable for provid-
ing decent, safe, and sanitary housing is noteworthy. The new organizations and
systems have consolidated operations, streamlined HUD’s internal procedures,
and produced improved data on the status of HUD-assisted housing and its
providers.

The scores from the assessment tools are now official for both multifamily hous-
ing and public housing providers. But HUD’s new system is still evolving.
Providers of HUD-assisted housing, especially the PHAs, continue to raise ques-
tions about its reliability and credibility. Considering the number of unresolved
concerns within the public housing community, the Academy panel initially
believed that the scores should remain advisory until the operational concerns
were resolved. However, on July 1, 2000, HUD decided that scores produced by
its system would be official. Consequently, the Academy panel believes that there
is an even greater urgency for HUD to resolve the outstanding issues in order to
improve the system’s operational capacity and its credibility among assisted
housing providers.

Despite HUD’s large investment in its new system, the panel also believes that
HUD needs to be open to looking at other quality-assurance approaches to sup-
plement a modified version of its own system for assessing assisted housing
providers. Both HUD and its assisted housing providers need a well-functioning
quality-assurance system. Its goals need to reflect the outcomes that HUD and its
housing providers are trying to achieve, and the methods of assessment need to
be compatible with all parties’ needs and capabilities.

Perhaps even more important than the issues related to the system’s design,
HUD and the public housing industry also must address issues related to their
working relationship. HUD and PHAs are both governmental entities—one fed-
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eral, one local—and they both are responsible and accountable to elected officials
for achieving the goals of the nation’s public housing programs. Therefore, their
relationship should take on more attributes of a partnership, responsible for
working together to seek continual improvement in the operations of those pro-
grams. The panel believes that continual improvement requires an inclusive
process. All of the affected parties must have the opportunity to be at the table,
heard, and have their views seriously considered in the decisionmaking process.
The panel understands that HUD and the public housing industry have different
perspectives about the subject of their relationship. But it strongly believes that
if HUD does not change how it works with the public housing industry, it will
perpetuate a hostile, regulatory relationship with PHAs that can only diminish
the opportunities for quality improvement in public housing.

RECOMMENDATION 1: A Modified Approach

HUD should continue to modify its current quality-assurance system for
HUD-assisted housing programs, and should move toward a hybrid
approach. The approach should blend elements of HUD’s current system
with those of other approaches so that all the characteristics of a good qual-
ity-assurance system are incorporated without increasing the burdens on
HUD-assisted housing providers.102 Reducing existing burdens in the mon-
itoring and oversight system should be an important goal in modifying
HUD’s system.

The purpose of the recommended modifications is to ensure accountable per-
formance by housing providers without excessive oversight or intervention in
their operations, as well as to promote continuous improvement in HUD’s assist-
ed housing programs. The elements of a good quality-assurance system that are
absent from HUD’s system are:

B widespread agreement on the system’s goals and standards

B the use of self-assessment and peer-review processes to motivate continuous
improvement processes within housing provider organizations

B use of internal quality-assurance processes by housing providers

B provisions for community and resident involvement in developing and
implementing improvements

In consultation with all of the affected parties, HUD should proceed to refine and
modify its current quality-assurance system for the public and assisted housing
programs along three paths—operational, systemic, and governance. Initiatives
in these areas can begin concurrently. Because all future assessment scores for
PHAs, as well as private housing providers, will be official (not advisory), and
because there is still significant controversy within the public housing commu-
nity about the credibility and accuracy of those scores, HUD should give top pri-
ority to incorporating these changes into its system.



RECOMMENDATION 2: Operational Improvements

HUD, in consultation with all of the affected parties, should make the fol-
lowing urgent refinements to its new quality assurance system. The modi-
fications should be made in an open consultative environment where all
parties have access to information about the changes. The modifications
also should be thoroughly tested.

HUD recognizes that its new quality-assurance system needs improvement. It has
taken steps to correct many problems, and has expressed its willingness to make
additional modifications. Although the system is evolving, HUD now is giving
official assessment scores to both PHAs and assisted private housing providers. In
this situation, the department now needs to ensure that its new quality-assurance
system is fair and accurate, and that HUD and its assisted housing providers can
administer it effectively. The following five modifications are needed:

B Finalize and implement the appeals process for PHAs.103 PHAs have
reported enough disputes about advisory Public Housing Assessment
System (PHAS) scores to support the need for a readily available and timely
appeals process that begins at the local level. As of August 2000, the depart-
ment was actively developing an appeals process for PHAs that would estab-
lish local review boards in each PIH hub; however, it was not yet fully opera-
tional. Now that PHAS scores are official, the need for such a fully function-
ing appeals process is even more acute. The department should move quick-
ly to establish local review boards in each of its hubs, disseminate to HUD
and its partners information on the appeals processes and procedures that
must be followed, and train review-board members to execute their respon-
sibilities. HUD also should establish a quality control mechanism to ensure
that the review boards are effectively carrying out their responsibilities.

B Enhance HUD’s capacity to administer the system.!04 Many PHAs, private
providers, and accounting firms have had difficulty communicating in a time-
ly, effective way with REAC and other HUD housing program offices by
phone and electronically. HUD is taking steps to address these problems.
These essential communications problems should be remedied as quickly as
possible to avoid the additional time and costs they cause housing providers,
and to avoid any improper penalties for assisted housing providers and
unnecessary appeals. In addition, HUD should empower its field offices to
be more reliable and effective as partners and as initial points of contact for
public and private housing providers.

B Upgrade the capacity of housing providers.105 The public and private
providers that HUD assists—the department’s program delivery partners—
need current program information, training opportunities, improved com-
puter capacity, and software upgrades to remain capable of working effec-
tively and efficiently with HUD. Delays in making these tools available create
frustrations, present barriers to effective and efficient implementation of
HUD programs, and may unfairly reduce housing providers’ scores.
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B Continue refinement of assessment tools.l0¢ HUD has been refining
numerous aspects of its four assessment tools to address problems that it
and its partners have identified. These refinements should continue in con-
sultation with all affected parties in order to improve industry, residents, and
community support for the tools. This will require HUD to expand discus-
sions beyond definitions of deficiencies so that they include an examination
of the formula factors that convert inspection findings into official scores.107
HUD also should consider adding a fair housing assessment element to the
management assessment subsystems for the public housing and Section 8
tenant-based programs. It could be based on the protocols that PIH and mul-
tifamily field staffs use when they perform on-site assessments. Elements for
assessing compliance with requirements for accommodating persons with
disabilities and conserving energy should also be considered. In addition,
REAC should amend the inspection protocol by adding a step where HUD
would consult with housing providers before it issues an official score. This
would allow housing providers and HUD to resolve any misunderstandings,
correct obvious errors without overburdening the appeals system, and place
identified deficiencies within the context of the provider’s own improvement
plans and priorities. Unscheduled diversion of resources into lower priority
activities would be avoided.

B Retain existing distinctions in current assessment practices among the
three assisted housing programs.108 The distinctions in monitoring and
overseeing HUD’s three main assisted housing programs should be retained.
These distinctions accommodate the programs’ unique histories, features,
and clienteles. Any additional distinctions that can be agreed on quickly in
order to facilitate implementation should be made in consultation with all of
the affected parties.

RECOMMENDATION 3: Systemic Improvements

HUD should redesign the following aspects of its new quality-assurance
system for assisted housing in order to achieve greater simplicity and flex-
ibility and to increase its focus on outcomes.

B Conduct an effective consultation process that is consistent with the prin-
ciples cited in Chapter 2 to reassess and agree upon the outcomes that the
assessment system should measure.!® Inadequate agreement on goals and
standards of the current system has perpetuated much of the resistance to
implementing it. Long-term modifications to HUD’s current system should
flow from broader agreements between HUD and its partners about the
desired outcomes. Those agreed-upon outcomes—dealing perhaps with quali-
ty of living units, safety of residents, and similar goals—should form the basis
for what the quality-assurance system is designed to measure. Except where
statutory requirements provide no discretion, HUD should pursue collabora-
tive decisionmaking with all of the affected parties making joint decisions.



B Provide flexible, tailored approaches to quality assurance.!ll© HUD Conclusions and
should allow housing providers to use other approaches for evaluating their Recommendations
performance as long as they measure the broad outcome goals discussed
above and meet HUD’s assessment standards. This flexibility would allow
for different assessment approaches for different types of housing providers
based upon their size, type, and performance status. Assessment approach-
es may combine elements of HUD’s new quality-assurance system and other
approaches identified in Chapter 4. To the extent practical, HUD should
allow housing providers to choose other assessment mechanisms, including
approved private services, to measure their progress toward achieving the
agreed-upon outcome goals. HUD also should identify barriers to flexibility
and initiate regulatory and statutory revisions to reduce them.

B Approve the use of private services.!!! The department should approve
the use of private assessment services that use HUD approved assessment
standards, subject to departmental audits, in lieu of HUD assessments. An
array of approved private services would allow housing providers to choose
services that best match their program needs and resource constraints.

B Reduce data collection requirements to alleviate administrative bur-
dens.!2 HUD should reduce its data collection and reporting requirements
for assisted housing providers to include only the information needed for
management and program evaluation purposes or for reporting to residents
and others.

B Enhance flexibility at the local level to achieve outcome goals.1> HUD
should use existing federal block grants, demonstration programs, and
waiver provisions as models for modifying HUD’s public housing pro-
grams. The objective should be to transfer substantial flexibility and discre-
tion over the use of funds for legislatively authorized purposes to state and
local housing agencies that have a record of administering HUD programs
responsibly. QHWRA already provides for some of this flexibility via the
fungible use of capital and operating funds. HUD should take full advan-
tage of these provisions and look for other avenues to increase flexibility
and authority at the local level. HUD should use streamlined monitoring
and oversight mechanisms to hold local officials accountable for meeting
performance goals that are clearly outlined in performance contracts and
legislation. Increased flexibility in how to comply with statutory require-
ments—including those in civil rights and fair housing laws—should not
relieve HUD-assisted housing providers of their responsibilities to comply
with these statutory requirements.

B Manage PHAs through performance contracts.!'* HUD should use an out-
come management approach to improve its relationship with PHAs as well as
to improve their performance. Using this approach, HUD and PHAs should
jointly identify outcome-oriented performance goals and measures that are
consistent with provisions in GPRA, negotiate the terms of their working
relationships, and incorporate these agreements into their performance con-
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tracts. HUD should initiate the regulatory and statutory revisions that are
necessary to provide the flexibility that is needed to support effective per-
formance contracts.

B Extend special assistance to near-troubled housing.!’> HUD should pro-
vide special technical and/or financial assistance where it is needed to pre-
vent housing providers from becoming troubled in the first place or from
returning to troubled status.

B Enhance HUD staff capacity.!6 HUD should assess its staff capacity to
implement the new quality-assurance system and allocate appropriately
skilled staff as needed. This effort also should focus on enhancing HUD’s
capacity to provide technical assistance to assisted housing providers. The
resource estimation study HUD is pursuing should be able to identify where
revised staff allocations are needed. HUD also should initiate a program for
staff exchanges between PIH and PHA employees under the
Intergovernmental Personnel Act. This would enhance staff knowledge and
skill and promote greater understanding of respective roles and viewpoints.

RECOMMENDATION 4: Governance Improvements

HUD should actively seek to improve its relationship with the assisted
housing industry and the public housing industry, in particular, by trans-
forming its style of governance from a regulatory and enforcement
approach to a more balanced approach that is based on consultation and,
where appropriate, collaboration.!'” To do so, HUD should initiate the fol-
lowing:

B Housing Quality Board.!8 Using the authority under the Federal Advisory
Committee Act (FACA), the secretary of HUD should create a Housing
Quality Board with the primary responsibility of advising HUD on: (1) per-
formance goals for assisted housing providers; (2) goals for the quality-
assurance system for HUD-assisted housing; (3) assessment standards for
measuring the performance of assisted housing providers; and (4) alterna-
tive procedures for implementing the assessment standards. HUD also
could assign the board broad responsibilities for advising the department
on issues of deregulation, inconsistencies in regulatory requirements, and
initiatives to promote continuous performance improvement. Such a board
should have balanced representation from public and private landlords, the
industry groups that represent them, and the residents who are being
served. The secretary should establish the board in consultation with the
groups represented.

B Consultative Rulemaking.!’® The current regulatory process gives HUD’s
partners and stakeholders an opportunity to comment on proposed regula-
tions that affect HUD-assisted housing programs. In some instances,
Congress also has required negotiated rulemaking between HUD and the
industry. The Academy panel believes that HUD should use an effective con-



sultation approach, as defined in Finding 2, to involve the affected public and
private landlords and residents early in the development of future regula-
tions for HUD-assisted housing programs. Consulting with the industry and
residents during the development of regulations should reduce the number
of comments and/or opposition to regulatory proposals. The time spent on
the consultative process in the early part of the rulemaking process likely
would be offset by the reduced time that is needed later to deal with industry
and other stakeholder concerns. And the resulting rules are likely to be more
appropriate and more workable.

B Resident and Landlord Role in Assessments.!20 In consultation with all of
the affected parties, HUD should establish a meaningful role for public and
private landlords and residents in HUD’s process for assessing the quality of
the provided housing services.

B Regular Meetings between HUD and Residents of HUD-Assisted
Housing.12! HUD should hold regular meetings with residents to give the
department the opportunity to hear residents’ concerns directly and give res-
idents the opportunity to hear directly from the department. Such meetings,
some of which have been held with promising results, should involve HUD
field office and headquarters program staff. Also, they should be held region-
ally periodically to make them more accessible to residents.

The panel believes that HUD cannot achieve an effective, well-run quality-assur-
ance system for its assisted housing programs without a more effective working
relationship with the assisted housing industry. Improved working relationships
are needed to raise the credibility of the assessment tools being used, reduce the
system’s administrative burden, and better align the goals with the outcomes that
well-run assisted housing providers are trying to achieve. Failing this, the indus-
try and HUD will continue to have unproductive confrontations over the assess-
ment scores produced by HUD’s new quality assurance system.

The panel recognizes the importance of HUD’s regulatory role and its fiduciary
responsibility to ensure that the federal funds entrusted to the department are
spent in accordance with laws and regulations. In addition, the panel recognizes
that regulation and enforcement are essential components of HUD’s quality-
assurance system for assisted housing providers. But the panel also believes that
regulation and enforcement should not be the primary means of conducting
daily business with partners and stakeholders. These legalistic approaches
imply that the relationship between HUD and its partners is one way—HUD
directs and assisted housing providers comply. This is not consistent with the
fact that PHAs are instrumentalities of state and local governments. As such, they
are components of the federal system of government and should be treated as
partners rather than simply as contractors. A partnership between HUD and
PHAs can create an environment more conducive to meeting the current chal-
lenges that confront the assisted housing community. It also is more effective in
building trust and goodwill of housing providers whose work is essential to
meeting HUD’s goals for assisted housing.
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To create a better environment where HUD and its partners can both succeed,
HUD should redirect its normal way of doing business toward one that relies
much more heavily on effective consultation with the housing providers it
assists. HUD’s relationship with PHAs needs to transcend a contractual and reg-
ulatory approach to one that accepts PHAs as partners in HUD’s mission to pro-
vide decent, safe, and sanitary housing to low and moderate income people. To
change this relationship, HUD needs to increase the level and quality of its con-
sultations with the public housing industry and, in instances where there is no
statutory prohibition, to reach decisions collaboratively.
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HUD does not agree that characteristics 1-4 are necessary components of a good
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HUD believes that the panel’s report places too much emphasis on the need for
consultation compared to the need for HUD action to ensure the quality of the
housing that HUD helps to provide. HUD also believes that the panel’s assessment
of relationships with the housing industry is not balanced. See Appendix D.

The system to assess the Section 8 tenant-based program has been totally revised
and was not scheduled for implementation until the end of June 2000. It is not
included in this analysis.

A more complete description of HUD’s current system is provided in Chapter 4 of
the Academy’s Interim Report: http://www.napawash.org/napa/hudinter-
im2000.pdf.

In limited instances, state housing agencies administer the Section 8 tenant-based
program.

After the first (baseline) year, these physical inspections may be annual or at a more
frequent or less frequent interval, depending on the quality of the inspected prop-
erties.

Based on its own detailed analysis of UPCS, PHADA believes that the new protocol
is sufficiently expanded and more stringent as to constitute a new standard, not
just a quantification of HQS. See PHADA’s comments in Appendix D.

PIH field office also may require standard performing PHAs that score above 70 to
submit an improvement plan based on risk based criteria that is developed by the
hub/program center. In general, this would be the exception, not the rule.
Because PHAS was advisory until July 1, 2000, HUD used PHMAP scores to refer
PHAs to the TARCs until then.

HUD commented that PTH has many good relationships with PHAs and does not
perceive any general adversarial condition. See Appendix D for additional PIH
views on this subject.

HUD disagrees with this conclusion. See Appendix D.

Section 501 of QHWRA gives as an objective, “to vest in public housing agencies
that perform well, the maximum amount of responsibility and flexibility in pro-
gram administration, with appropriate accountability to public housing residents,
localities, and the general public.”

See discussion in Chapter 2.

GAO/RCED-00-168, “HUD Housing Portfolios: HUD has strengthened Physical
Inspections but needs to resolve concerns about their reliability.” page 28.

The effectiveness of HUD consultations continues to be a point of contention
between HUD and PHADA. See Appendix D.

HUD comments that PHAs are unlikely to make “irrational repair decisions” based
on PHAS scores. See Appendix D.

This number was accurate at the time the Academy staff completed its data collec-
tion. A HUD official advises that there are now 56 inspectable items.

The Academy panel did not attempt to determine whether the weights and critical-
ity factors for each element in the system were appropriate. That level of effort was
beyond the study scope and resources. Such determinations should be made in
consultation with the industry.

GAO/RCED-00-168, op.cit.

GAO/RCED-00-168, op.cit.

For more information on MTW, see page 32 of the Interim Report.
http://www.napawash.org/napa/hudinterim2000.pdf.

Senator Wayne Allard (CO) has circulated a discussion draft of legislation calling for
anumber of reforms in HUD programs. The major changes are listed in Chapter 1.
Among them is a state housing block grant proposal which would provide states the
option to receive certain federal housing funds in the form of a block grant. States
accepted into the program would sign a five year performance agreement with the
federal government that details how the state intends to combine and use housing
assistance funds from programs included in the performance agreement to advance
low income housing priorities, improve the quality of low income housing, reduce
homelessness, and encourage economic opportunity and self-sufficiency.
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In its October 1999 report entitled Aligning Resources and Priorities at HUD:
Designing a Resource Management System, the Academy designed and recommend-
ed that HUD implement a resource management system to better define its
resource needs. HUD has recently awarded a contract to implement the system.
For more information on the new centers, see pages 36-37 of the Interim Report.
http://www.napawash.org/napa/hudinterim2000.pdf

Interim Report, p.78.

PHADA believes that, despite links between the previous physical condition stan-
dard (HQS) and HUD’s new standard (UPCS), the new standard is significantly dif-
ferent and more stringent than the previous one. See PHADA comments in
Appendix D.

Public housing industry concerns with HUD’s assessment tools are discussed in
Chapter 4 of the Interim Report: http://www.napawash.org/napa/hudinter-
im2000.pdf

GAO/RCED-00-168, op. cit.

An example from the Coast Guard ship safety program is provided in Chapter 4.
See Appendix D.

The requirements for PHA 5-year and annual plans and coordination with the
CDBG Consolidated Plan are provisions in QHWRA.

PHAs receive a composite score derived from the scores produced by each of the
four assessment tools. Private housing providers are scored by a less an inclusive
set of assessment tools. The scores are discussed in greater detail in the Interim
Report, pp. 46-47, and 49.

HUD officials informed Academy staff that the department currently is accepting
appeals submitted after the allowable filing date.

There are three major areas that industry representatives would like to have
removed from the assessment protocols: 1) non-PHA owned property, such as
streets, sidewalks, and playgrounds that are not owned or maintained by the PHA;
2) property that is scheduled for modernization; and 3) areas where local codes
conflict with HUD assessment standards such as requirements for child guards
and means of egress.

GPRA In HUD: Changes For The Better, July 1999.

Refer to pages 76-80 of the Academy’s Interim Report for more detailed information
in this area. http://www.napawash.org/napa/hudinterim2000.pdf

See Appendix D.

Note that some PHAs in the MTW demonstration are not being assessed under
PASS.

One of the problems in the MTW demonstration was the lack of a built-in evalua-
tion component.

The unions believe HUD could manage the program more efficiently if the contract
dollars were used to staff the hubs. Because of budget technicalities, however, HUD
cannot use the contract funds for salaries. One private-owner group is concerned
that the contract administrators will be more intrusive to its members than HUD,
and that contract administration will be inconsistent from state to state.

Aligning Resources and Priorities at HUD: Designing a Resource Management System,
October 1999.

HUD believes that this finding, and the analysis on which it is based, does not ade-
quately recognize the improvements made in HUD’s monitoring of quality in the
housing it assists. See Appendix D.

HUD does not agree that characteristics 1-4 are necessary components of a good
quality-assurance system. It also comments that the peer-review and independent
management audit characteristics (characteristics #3 and # 7) would not be con-
sistent with the private competitive business environment in which the Section 8
project-based program operates. See Appendix D.

While HUD has stated that it has now corrected the problems noted, PHA industry
comments continue to disagree. See Appendix D for both views.

HUD advises that the appeals process is now in place. Appendix D.
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HUD comments that its consultation has been extensive, and notes several points
in the panel’s report that describe the amount and results of these efforts. PHADA
comments that much of the consultation undertaken by HUD was slow to materi-
alize and resulted from legal and congressional pressures. See Appendix D.

A more complete description of accreditation is provided on pages 82-86 of the
Academy’s Interim Report (http://www.napawash.org/napa/hudinterim2000.pdf).
http://www.napawash.org/napa/hudinterim2000.pdf.

Chapter 7 of the Commission’s report addresses this subject.

ISO is not an acronym for International Organization for Standardization but
rather a derivation of the Greek word Isis, meaning ‘equal.” (ISO web page,
[Retrieved June 6, 2000] http://www.iso.ch/infoe/intro.htm)

ISO 9000 and 14000 are described in Appendix C and in the Academy’s Interim
Report.

See page 87 of the Academy’s Interim Report for additional information on private
services (http://www.napawash.org/napa/hudinterim2000.pdf).

The exceptions to this philosophy are for USCG’s historically core responsibilities
— fire fighting and life saving. The USCG believes there is not a great deal of expert-
ise in these areas outside the agency.
http://www.napawash.org/napa/hudinterim2000.pdf.

See pages 88-89 of the Academy’s Interim Report for more information on devolu-
tion. (http://www.napawash.org/napa/hudinterim2000.pdf)

These nine new block grants were: (1) Transit Capital and Operating Assistance;
(2) Community Development States’ Program; (3) Partnership for Educational
Improvement; (4) Job Training Partnership Act; (5) Preventive Health and Health
Services (replaced Partnership for Health); (6) Alcohol, Drug Abuse, and Mental
Health Services; (7) Primary Care and Community Health Centers; (8) Maternal
and Child Health Services; and (9) Low-Income Home Energy Assistance.

For additional information on the use of GPRA, see the Academy report, GPRA in
HUD, Changes for the Better, issued in July 1999.

See pages 89-90 of the Academy’s Interim Report for more detailed information on
self-assessments. http://www.napawash.org/napa/hudinterim2000.pdf

CIH is the trade association representing local housing councils throughout Great
Britain. These councils manage about 95 percent of all rental housing in Great
Britain.

At current exchange rates, this range translates to $2,500 to $25,000.

Academy Interim Report, p. 92-93. http://www.napawash.org/napa/hudinter-
im2000.pdf

HUD believes that this recommendation tends to lose the fundamental point that
HUD should build upon its current system, not start over. Comments from CLPHA
and Reno & Cavanaugh argue that an independent accreditation process should be
used instead of HUD’s system, at least for PHAs that choose to do so. The views of
the three organizations are reproduced in Appendix D.

HUD advises that the appeals process is now in place. See Appendix D.

HUD adyvises that it has added more servers to its computer cluster to solve its com-
puter access problems, and will continue to do so as necessary. See Appendix D.
HUD advises that it has taken, and will continue to take, steps to upgrade the capac-
ity of housing providers. See Appendix D.

HUD commented that it agrees with this recommendation, welcomes feedback on
revising its protocols, and will consider adding a fair housing component to the
assessment system. HUD believes that the current system already provides ample
opportunity for housing providers to raise issues before their scores are finalized.
See Appendix D. The Lawyers Committee on Civil Rights Under Law does not
believe the panel’s report sufficiently emphasizes the need for a civil rights and fair
housing component. See Appendix D.

HUD commented that it may be willing to consider modifying the formula factors
atalater time. See Appendix D.

HUD notes that significant changes in the assessment process for PHAs probably
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would require new legislation. It also notes that the peer reviews and independent
management audits would be inconsistent with the private business environment
in which the Section 8 project-based program operates. See Appendix D.

HUD does not believe that widespread agreement should be a condition for imple-
menting needed reforms. See Appendix D.

HUD emphasizes the need for a single definition of “decent, safe, and sanitary”
housing. See Appendix D.

HUD warns of introducing uncertainty and inconsistency by this means. See
Appendix D.

HUD would welcome specific, justified suggestions. See Appendix D.

HUD does not believe that further devolution or deregulation would be wise at this
time, and believes that such recommendations are beyond the scope of the study
requested by Congress. HUD also warns that increased flexibility could increase
the potential for civil rights violations. See Appendix D.

HUD stated that it will consider this recommendation, but notes its complexity and
potential for creating administrative burdens. See Appendix D.

HUD advises that it already does this. See Appendix D.

HUD said that it is working on this. See Appendix D.

HUD commented that it is open to consulting with all relevant stakeholders, but
has concerns about joint decisionmaking. See Appendix D.

HUD advises that it has already begun to implement this recommendation through
the PHAS Advisory Committee. However, HUD cautions against expanding the
responsibilities of the Housing Quality Board to the point that the time commit-
ment required to serve on it would prohibit many potential members from being
able to participate. See Appendix D.

HUD advises that it already pursues consultations beyond those required by the
Administrative Procedures Act. See Appendix D.

HUD advises that it is proposing to expand these roles. See Appendix D. The
Lawyers’ Committee for Civil Rights Under Law strongly supports meaningful
roles for residents and advocates for residents in HUD’s monitoring system. See
Appendix D.

HUD advises that it already attends such meetings. See Appendix D.
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METHODOLOGY AND INTERVIEWS CONDUCTED

(Information reprinted from the Interim Report)

The following description of the study methods and interviews that were con-
ducted are excerpted from Chapter 1 and Appendix B of the Interim Report.
Where appropriate, the information has been updated.

METHODS USED

The Academy and HUD developed jointly the study workplan to ensure that the
congressional mandates would be addressed in a manner that is fair to all parties.
Academy staff discussed the workplan, including the scope of work, with staff of
the relevant congressional committees, the General Accounting Office (GAO),
the Office of Management and Budget (OMB), and other organizations. This was
done to ensure that the methodology and areas of inquiry covered the concerns
of all parties interested in this study.

The Academy’s workplan posed three sets of research questions:

1. What are the criteria for determining the effectiveness of HUD’s current
processes for monitoring, auditing, reviewing, and sanctioning housing
providers, and how do HUD’s processes measure up against them?

2. What outcomes do HUD, housing agencies, and other providers of HUD-
assisted housing seek? Who are the housing providers? How do HUD’s cur-
rent processes for monitoring, auditing, reviewing, and sanctioning different
kinds of providers impact those outcomes? What changes in current
processes would help HUD and providers of HUD-assisted housing accom-
plish their goals?

3. What systems, models, or approaches are relevant to evaluating and regulat-
ing the performance of HUD-assisted housing providers? What are their
advantages and disadvantages? What are their relative costs?

To answer these questions, the Academy staff pursued the following tasks:

1. review and evaluate HUD’s current oversight activities

2. identify and review performance management, assessment, and accredita-
tion models in other industries and professions

3. consult with all groups specified in the legislation and other individuals and
groups that might provide useful insights

To carry out these tasks, the Academy staff used five basic tools:

1. Teams. Academy staff were assigned to three teams to answer the three basic



study questions. The teams were dissolved during the evaluation phase,
except for such additional data collection as became necessary.

Forums. An integral part of the research was forums conducted with nation-
al organizations and other interested parties. The Academy has considerable
experience conducting forums. They have been a source of valuable infor-
mation and advice in numerous Academy studies.

Panel Meetings. The Academy established a panel of Fellows knowledgeable
in a variety of areas relating to the study to direct and oversee the work of the
staff. The panel takes responsibility for the substantive recommendations,
the quality of the work, and the study reports.

Review and Analysis of Documents. Academy staff obtained and reviewed doc-
uments and other information on HUD-assisted and other housing pro-
grams; HUD’s operations with respect to HUD-assisted housing; and non-
housing performance management, accreditation, and other relevant sys-
tems.

Interviews. Interviews conducted both inside and outside of HUD were a
major element of this study’s methodology. They were used to examine a
broad range of activities and issues related to HUD-assisted housing pro-
grams and to collect descriptions, evaluations, audits, and other documenta-
tion related to this study’s goals. Academy staff conducted interviews with:

B sclected national organizations and other interested parties who helped
identify relevant program issues, facilitate data collection, and assist in
selecting invitees to the forums

B individuals, organizations, and federal agencies familiar with non-hous-
ing models of accreditation and other methods of program evaluation

B program administrators in HUD field offices; PHAs and other housing
managers and providers; representatives of state and local governments;
representatives of tenant groups; and private real estate owners and man-
agers who are familiar with or actively engaged with HUD-assisted hous-
Ing programs

Academy staff conducted over 100 interviews in Washington, DC and 18 other
cities across the country.! In addition, staff conducted 22 interviews in HUD
headquarters and 28 interviews with other interested parties, including GAO,
OMB, the Urban Institute, housing interest groups, and others. Representatives
of other cities and groups participated in forums conducted by Academy staff in
Washington, DC and in the field. All major geographic areas of the country were
represented in the interviews and consultations. In both interviews and forums,
Academy staff included tenants and tenant representatives.

Cities and states visited, along with individuals interviewed, are detailed in the sec-
ond part of this Appendix.
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Methodology and LIST OF INTERVIEWS, CONTACTS, AND FORUM

Interviews PARTICIPANTS
Conducted

U.S. Department of Housing and Urban Development

Office of the Chief Financial Officer

Kenneth Leventhal, Chief, Community Development, Research and Equal
Opportunity Branch
Norman Suchar, Budget Analyst -PMI

Office of the Deputy Secretary

Ricardo Perez, Special Assistant to the Deputy Secretary
Saul Ramirez, Jr., Deputy Secretary

Enforcement Center (EC)

Bob Allen, Director of Administration and Management Services
Craig Clemmonsen, Management Review

Marilyn Edge, Operations

Jon Gant, Deputy Director

Constance Johnson, Budget

Office of Community Planning and Development

Mary Kolesar, Director, Office of Affordable Housing Program
Virginia Sardone, Acting Director, Program Policy Division, Office of Affordable
Housing Programs

Office of Departmental Operations and Coordination (ODOC)

Frank Davis, Director
Chris Rosillo, Management Analyst

Office of Fair Housing and Equal Opportunity

Ivy Davis, Director of Program Standards

Sue Ireland, Program Director, Fair Housing Initiatives Program, Fair Housing
Assistance Program

Waite Madison, Director of FHEO Field Monitoring

Office of the Inspector General (OIG)

John Connors, Deputy Inspector General

Frank Coveleski, Staff, Inspector General

David Derecola, Director, Audit Operations, Office of Audit
James Heist, Director Financial Audits Division, Office of Audit
Kathryn Kuhl-Inclan, Assistant Inspector General

Stan McLeod, Senior Auditor

Office of Multifamily Housing Assistance Restructuring

Barbara Chiapella, Assistant to the Director
Victor Lambert, Community Technical Assistant/Public Trust Officer




David McDonough, Deputy Director for Restructuring
Dan Sullivan, Public Policy Analyst

Office of Housing

William C. Apgar, Assistant Secretary for Housing/Federal Housing
Commissioner

Kenneth Hannon, Supervisory Project Manager

Frank Malone, Director, Office of Portfolio Management

Frederick Tombar, Special Assistant, Office of the Assistant Secretary for Housing

Office of Public and Indian Housing (PIH)

Harold Lucas, Assistant Secretary for Public and Indian Housing

Elisabeth Hanson, Director, Field Operations

Susan Loritz, Analyst Staff, Housing Program Specialist

Milan Ozdinec, Director, Office of Urban Revitalization, (HOPE VI)

William Minning, Deputy Director, Office of Policy, Programs, and Legislative
Initiatives

Karen Newton, Deputy Assistant Secretary, Troubled Agency Recovery Office

Rod Solomon, Deputy Assistant Secretary for Policy and Legislation

Bernice Unland, Director, Section 8 Financial Management Center

Fran White, Public Housing Desk Officer

Office of Policy Development and Research (PD&R)

David Chase, Economist

Joan DeWitt, Deputy Director, Policy Development Division

Fred Eggers, Deputy Assistant Secretary for Economic Affairs

Deborah Greenstein, Program Analysis Officer

Jill Khadduri, Director, Policy Development Division, Office of the Deputy
Assistant Secretary Policy Development

Robert Leonard, Social Science Analyst, Government Technical Representative

Kevin Neary, Director, Program Evaluation Division

Joseph Riley, Market Analysis Division

Barry Steffen, Social Science Analyst

Real Estate Assessment Center (REAC)

Peter Bell, Quality Assurance Audit Manager

Barbara Burkhalter, Deputy Director, Real Estate Assessment Center
Terry Connell, Manager, Research And Development

Gary Faeth, REAC/PHA Finance

Wanda Funk, Manager, Management Assessment System

William Hill, Senior Program Advisor

Donald J. LaVoy, Acting Director, Real Estate Assessment Center
Andrew Nelson, Manager, Integrated Assessment System

William Thorson, Senior Program Advisor
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HUD Field Staff

California

Janet Browder, Director, Office of Multifamily Housing, San Francisco HUB

David Fischer, Division Director, Office of Public Housing, San Francisco

J. Patrick Goray, Director, Operations Division, Office of Multifamily Housing,
San Francisco HUB

Georgia (Atlanta)

Beverly Amburn, Director, Technical Division, Office of Public and Indian
Housing HUB

Jeff Flemming, Project Manager, Office of Multifamily Housing HUB

Brenda Mull, Director, Multifamily Project Management HUB

Robert Nance, Director, Multifamily Operations HUB

Boyce Norris, Director, Office of Public and Indian Housing HUB

Jorge Torres, Financial Analyst, Office of Public and Indian Housing HUB

Sherry Ware, Director, Operations Division, Office of Public and Indian Housing
HUB

Colorado (Denver)

Linda Camblin, Division Director, Office of Public Housing

John Dibella, Director, Rocky Mountain Office of Public Housing, Denver,
Colorado

Joeseph M. Kelso, Chief, Multifamily Management Operations, Office of
Multifamily Housing, Denver

Marcie LaPorte, Supervisory Project Manager, Office of Multifamily Housing.

Michael Ohrt, Director of Project Management, Office of Multifamily Housing

Larry C. Sidebottom, Director, Office of Multifamily Housing, Denver

Illinois

Linford Coleman, Division Director, Operations, Office of Public and Indian
Housing, Chicago

Bob Harmon, Team Leader, Management Planning, Office of Public and Indian
Housing, Chicago

Victor Rocher, Division Director, Technical Services, Office of Public and Indian
Housing, Chicago

Ainars Rodins, P.E., Director, Special Applications Center

Tyrone Parker, Deputy Director, Special Applications Center

Debra Torres, HUB Director, Office of Public and Indian Housing, Chicago

Maryland

William Tamburrino, Director, HUD Office of Public and Indian Housing,
Baltimore

Ina Singer, Director, Chesapeake Office of Multifamily Housing Program HUB,
Baltimore

Robert Iber, Director, Maryland Office of Multifamily Housing Program Center,
Baltimore



Ohio (Cleveland)

Joan Gibson-Harris, Deputy Director, Troubled Agency Recovery Center

Kenneth Marbury, Public Trust Specialist, Office of Public and Indian Housing.

Matthew Steen, Senior Management Information Specialist, Troubled Agency
Recovery

Preston Pace, Office of Multifamily Housing

Rita Robinson, Deputy Director, Office of Public and Indian Housing

Michael Williams, Regional Director, Troubled Agency Recovery Center Center

Pennsylvania (Philadelphia)

Caroline Anastasi, Project Manager, Office of Multifamily Housing

Richard Baker, Program Analyst, Office of Public and Indian Housing

Rodelle Burton, Supervisory Project Manager, Office of Multifamily Housing
Encarnacion (Connie) Loukatos, Director, Office of Multifamily Housing
Tom Langston, Deputy Director of Operations, Office of Multifamily Housing
Nadine Lucky, Division Director, Office of Public and Indian Housing

Carole Lee Murask, Supervisor, Office of Public and Indian Housing

Malinda Roberts, Director, Office of Public and Indian Housing

Tennessee (Memphis)

Diane Mitchell, Deputy Director, TARC
Jesse Westover, Deputy Director, TARC
Judy Wojciechowski, Director, TARC

Washington, D.C.

Lee Palman, Director, HUD Office of Public and Indian Housing, DC Program
Center

Public Housing Providers, State Agencies, and Tenant Groups

California

Ophelia Basgal, Executive Director, Alameda County Housing Authority

Naja Boyd, Customer Service Administrator, San Francisco Housing Authority

A. R. (Rich) Chubon, Executive Director, Housing Authority of the County of
Stanislaus

Ronnie Davis, Executive Director, San Francisco Housing Authority

Mike Flo, Executive Director, Benicia Housing Authority

Tamara Horn, President of CCMG, consultant

Mary McKenzie James, Executive Director, Housing Authority of the County of
Santa Cruz

Michael T. Pucci, Executive Director, Alameda City Housing Authority

Gary Sannar, Executive Director, Butte Housing Authority

Mitchell Sperling, Executive Director, Merced Housing Authority

Edward (Ned) Stacy, Executive Director, Housing Authorities of the City and
County of Fresno

Amy Stewart, Analyst, Housing Authority of the County of Santa Cruz
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Jim VanBergen, Deputy Executive Director, San Francisco Housing Authority

Colorado

Bobby Anderson, Chief Operating Officer, Denver Housing Authority

Sal Carpio, Executive Director, Denver Housing Authority

Vivian Curtis, Management Specialist, Denver Housing Authority

David W. Herlinger, Director; Colorado Housing and Finance Authority, Denver,
Colorado

Alexis Holdman, Associate Attorney, Denver Housing Authority

Stella Madrid, Intergovernmental Relations Officer, Denver Housing Authority

Cynthia Joves, Counsel, Denver Housing Authority

Chuck Schloz, Assistant Chief Operating Officer, Denver Housing Authority

Tina Sequa, Manager (Resident Programs), Denver Housing Authority

Karen Spruce, MIS Manager, Denver Housing Authority

Penny Vanderwall, Chief Operating Officer, Denver Housing Authority

Cris A. White, Director of Asset Management Division, Colorado Housing and

Finance Authority, Denver, Colorado

Sarasu Zachariah, Chief Financial Officer, Denver Housing Authority

Rebecca Zaragoza, Assistant to the Executive Director, Denver Housing
Authority

Georgia

John Hiscox, Executive Director, Macon Housing Authority, Macon

Lynn Cassell, Housing Operations, Atlanta Housing Authority

Douglas Faust, Real Estate Development, Atlanta Housing Authority

Jeannette Greer, Royston Housing Authority

Renee Lewis Glover, Executive Director, Atlanta Housing Authority

Andrea Hartt, Chief Financial Officer, Atlanta Housing Authority

Renee Lewis Glover, Executive Director, Atlanta Housing Authority

Carol Naughton, General Counsel, Atlanta Housing Authority

Robin Meyers, Director, Housing Finance Division, Georgia Housing and
Finance Authority, Atlanta

Janice Stewart, Marking Director, Section 8, Georgia Housing Authority

Richard Parker, Athens Housing Authority, Athens, Georgia

Michael Timms, Director, Revenal Assistance Program Operations, Georgia
Housing and Finance Authority

Rick White, Public Affairs, Atlanta Housing Authority

Rick Whitworth, Executive Director, Lavonia Housing Authority, Lavonia,
Georgia

Indiana

Larry Barber, Modernization and Rehabilitation, Housing Authority of the City of
Gary

Ed Bland, Director, Housing Authority of the City of Gary

Willie Hollingsworth, Deputy Director, Housing Authority of the City of Gary

May Lane, President, City-Wide Resident Council, Resident Organization of the
Gary Housing Authority

Barbara Martin, Section 8, Housing Authority of the City of Gary



Denise Williams, Property Manager for Delaney (PH), Housing Authority of the
City of Gary
May Lane, President, City-Wide Resident Council, Gary

Ilinois

Terry Corcoran, Director of Finance and Administration, Cook County Housing
Authority

Daniel Delong, Director, Technical Services, Illinois Housing Development
Authority, Chicago

Jim Floyd, Executive Director, Cook County Housing Authority

Mark Gentile, Maintenance, Housing Authority of Joliet, Illinois

Bruce Hardy, Director, Cook County Housing Authority

Grace Henderson, Tenant Council Leader, Gordon County Tenant Council,
Cook County

Quo Hightower, Assistant Director Housing Management, Housing Authority of
Joliet, Illinois

Mark Jakielski, Director of Housing Management, Housing Authority of Joliet,
[llinois

Joyce Johnson, Section 8, Housing Authority of Joliet, Illinois

James L. Jones, Chairman, Board of Commissioners, Cook County Housing
Authority

Pamela Jones, Social Services, Housing Authority of Joliet, Illinois

Henry Morris, Executive Director, Housing Authority of Joliet, Illinois

Gary Jump, Section 8 Coordinator, Cook County Housing Authority

M. Bridget Reidy, Chief Operating Officer, Chicago Housing Authority, Chicago,
Illinois

Greg Russ, Chief of Staff/Operations, Chicago Housing Authority, Chicago,
[llinois

Michael Simelton, Technical Services, Housing Authority of Joliet

Edward Solan, Assistant Executive Director, Illinois Housing Development
Authority, Chicago

Linda Thurmond, Director, Asset Management Services, Illinois Housing
Development Authority, Chicago

Gordon Towers, Cook County Housing Authority

Jimmy Viverette, President, Ford Heights Tenant Council, Cook County

Maryland

Estella Alexander, Baltimore Housing Authority

Rosemary Atkinson, Community Capacity Builder, Baltimore Housing Authority

Rachel Bishop, Vice Chair, Resident Advisory Board, Baltimore Housing
Authority

Eric Brown, Deputy Executive Director, Baltimore Housing Authority

Pat DiTomasso, Resident Advisory Board, Baltimore Housing Authority

Yves Djoko, Special Assistant to the Deputy Executive Director, Baltimore
Housing Authority

Terry Downey, Comptroller, Baltimore Housing Authority

Charles Gaskins, Associate Deputy Director, Baltimore Housing Authority

Floryne Howard, Chief, Section 8, Baltimore Housing Authority

A0
N 4

Methodology and
Interviews
Conducted



Methodology and
Interviews
Conducted

Jean Jenkins, Baltimore Housing Authority
Gary Markowski, Director, Baltimore Housing Authority
Emma Middleton, Baltimore Housing Authority

Massachusetts

Sandra Henriquez, Administrator and Chief Executive Officer, Boston Housing

Authority, Boston, Massachusetts

David Keane, Manager of Preservation, Technical Service Division,
Massachusetts

Housing Finance Agency

Alan Sharkey, Asset Manager Officer, Technical Services Division, Massachusetts

Housing Finance Agency

Daniel Wuenschel, Executive Director, Cambridge Housing Authority,
Cambridge, Massachusetts

New Hampshire

Curtis Hiebert, Executive Director, Keene Housing Authority, Keene, New
Hampshire

Ohio

Jay Arrington, President, Project Action Council (Resident Organization),
Cleveland, Ohio

Crystal Bevins, Project Administrator, Resident Empowerment Board, Cleveland,
Ohio

Scenario Burton Adebesin, Deputy Executive Director, Administration and
Services, Cuyahoga Housing Authority, Cleveland

Debbie Allen Beckett, Akron Community Action Network (A-CAN), Akron, Ohio

Georgia Butler, Director of Property Management, Cuyahoga Housing Authority,
Cleveland

Michael Blakemore, Director of Planning, Akron Metropolitan Housing
Authority

LouAnne Chuny, Chief Financial Officer, Cuyahoga Housing Authority,
Cleveland

Ann Cole, Akron Metropolitan Housing Authority Program Services

Joyce Daniels, Director of ROCI, Cuyahoga Housing Authority, Cleveland

Vince Ferraro, Director of Construction, Cuyahoga Housing Authority,
Cleveland

Kurt W. Laubinger, Board Chairman, Akron Metropolitan Housing Authority

Bracey Lewis, Board Chairperson, Cleveland Metropolitan Housing Authority

Terry Meese, Deputy Director, Akron Metropolitan Housing Authority

Ken Nix, Director of Property Maintenance, Cuyahoga Housing Authority,
Cleveland

Anthony O’Leary, Executive Director, Akron Metropolitan Housing Authority

Cathy Pennington, Director of Section 8, Cuyahoga Housing Authority,
Cleveland

Scott Pollock, Director of Planning and Analysis, Georgia Butler, Director of
Property

Management, Cuyahoga Housing Authority, Cleveland



Carol Pryor, Section 8 Supervisor, Akron Metropolitan Housing Authority
Kathy Ronca, Occupancy Manager, Akron Metropolitan Housing Authority
Ken Savage, Akron Community Action Network (A-CAN), Akron, Ohio
Chris Seranto, Finance Director, Akron Metropolitan Housing Authority
Skip Sipos, Executive Director, Medina Housing Authority, Medina, Ohio
Evelyn Stevens, Akron Community Action Network (A-CAN), Akron, Ohio
Steve Warner, MIS Director, Akron Metropolitan Housing Authority

Oregon

Henry Alverex, Washington County Housing Authority

Gary DiCenzo, Executive Director, Clackamus County Housing Authority,
Oregon

Barrett Philpott, Housing Operations Director, Federal Programs, Portland
Housing Authority

Judith A. Pitre, Deputy Executive Director for Housing Services, Portland
Housing Authority

Douglas Morgan, Director, Executive Leadership Institute, Portland State
University, Portland, Oregon

Denny West, Executive Director, Portland Housing Authority, Portland, Oregon

Susan Wilson, Executive Director, Washington Housing Authority, Oregon

Pennsylvania

Teresa Bailey, Finance Manager, Philadelphia Housing Authority

Carolyn Carter, Program Manager, Philadelphia Housing Authority

Georgette Galbreth, Philadelphia Housing Authority

Michael Leithead, Deputy Executive Director, Philadelphia Housing Authority

Natalie Malphus, General Manager, Philadelphia Housing Authority

Jacqueline McDowell, General Manager, Philadelphia Housing Authority

Samuel Rotter, General Manager, Philadelphia Housing Authority

Linda Staley, General Manager, Philadelphia Housing Authority

Vanessa Street, Program Manager, Philadelphia Housing Authority

Rosetta Thurmond-Williams, Asset Management, Philadelphia Housing
Authority

Charles Valentine, HOPE VI, Philadelphia Housing Authority

Rhode Island

Christopher Delvaille, Manager, Office of Policy Planning and Resource
Development, Providence Housing Authority, Providence, Rhode Island
Stephen O’Rourke, Executive Director, Providence Housing Authority,

Providence, Rhode Island

Washington, D.C.

Larry Dwyer, Transition Coordinator, District of Columbia Housing Authority

David Gilmore, Receiver, District of Columbia Housing Authority

Sydney Jones, Chief, Section 8 Division, District of Columbia Housing Authority

Patrick Kean, Management Analyst, PRD Office, District of Columbia Housing
Authority

Kim Kendrick, Regional Administrator, District of Columbia Housing Authority
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Karen Moone, Regional Administrator, District of Columbia Housing Authority

Cordell Olive, Regional Administrator, District of Columbia Housing Authority

Camile Pierce, Chief of Staff, District of Columbia Housing Authority

Ray Tarasovic, Director, Planning Research and Development, District of
Columbia Housing Authority

Washington

Ron Atkielski, Special Assistant to the Executive Director, Seattle Housing
Authority, Washington

Don Clark, Vancouver Housing Authority

Kurt Creager, Executive Director, Vancouver Housing Authority

Sybil Crow, Executive Office Manager; Vancouver Housing Authority

Bob Davis, Executive Director, Snohomish County, Housing Authority

Jim Dion, Director of Property Management, King County Housing Authority

Lavan C. Holden, Director; Community & Employee Relations, Vancouver
Housing Authority

Ruby Mason, Executive Director, Mid Columbia Housing Authority

Alice Porter, Director of Housing Management, Vancouver Housing Authority

Renee Rooker, Executive Director, Walla Walla Housing Authority, Washington

City Officials

Jerry Egan, Akron Planning Department

Linda Huddacheck, Director, Cleveland Department of Housing and
Community Development

Bill Ressenger, Special Assistant to the Director, Cleveland Department of
Housing and Community Development

Warren Woolford, Director of Planning, City of Akron

Private Housing Providers

Randy Fleece, Vice President, Brencore Management, LLC

Patrick Foye, Executive Vice President, AIMCO, Incorporated, Denver, CO

Ann Harrison, Vice President, East Lake Management and Development
Corporation, Chicago/Gary area

Vernard Lomax, East Lake Management Corporation, Chicago/Gary area

Marty Nance, Vice President, Brencor, Inc, Atlanta, GA

Edward Newman, Summit Management Services, Akron, Ohio

Herbert Newman, Chief Executive Officer, Summit Management Services,
Akron, Ohio

Suzette Parker, Lakeshore Dunes, Chicago, Illinois

Aena Soucherhese, Lakeshore Dunes, Chicago, Illinois

Participants in Academy Conducted Forums

Martin Abravanel, Senior Research Associate for Metropolitan and Community
Policy Issues, The Urban Institute (UI)

Daniel S. Anderson, Senior Vice President, Bank of America

Elliott Bernold, Edgewood Management (Subsidiary of Mid-City Urban)

Erica Blake, Housing authority of the City of Baltimore, MD

Megan Booth, Legislative Analyst, National Association of Realtors (NAR &



IREM)

Amelie Cagle, Director, Public Finance Ratings, Standard & Poor’s (SPI)

George Caruso, Executive Director, National Affordable Housing Management
Association (NAHMA)

Gordon Cavanaugh, Reno & Cavanaugh PLLC

John Collier, Evansville Housing Authority, Evansville, Indiana

Linda Couch, National Low Income Housing Coalition (NLIHC)

Cushing Dolbeare, Housing/Public Policy Consultant

Wendy Dolber, Managing Director, Public Finance Ratings, Standard & Poor’s
(S&P)

Yves Djoko, Special Assistant to the Deputy Executive Director, Housing
Authority of the City of Baltimore (HACB)

Conrad Egan, Deputy Director, Policy Development, National Housing
Conference

Major Galloway, National Association of Housing Redevelopment Officials
(NAHRO)

Rick Gentry, Director of Public Housing Initiatives, Local Initiatives Support
Corporation (LISC)

Betty Ceasar-Gibbons, Regional Property Manager, National Caucus and Center
on Black Aged Housing (NCBA) Management Corporation and National
Alliance of HUD Tenants (NAHT)

Mary Ann Gleason, National Coalition for the Homeless (NCH)

Debbie Gross, Research Director, Council of Large Public Housing Authorities

Steven Hornburg, Research Institute for Housing America, MBAA (RIHA)

Timothy Kaiser, Director, Public Housing Authorities Directors Association
(PHADA)

Michael Kane, Executive Director, National Alliance of HUD Directors

Jennifer Lavorel, Program Officer, Public Housing Initiatives, Local Initiatives
Support Corporation (LISC)

Kevin Marchman, Executive Director, National Organization of African
Americans in Housing

Montez C. Martin, Jr., Executive Director, Charleston County Housing and
Redevelopment Authority, Charleston, SC

Mark Mayfield, Director, Marble Falls Housing Authority, Marble Falls, Texas

Paul H. Messenger, Director of Government Affairs, PHADA

David Morton, Director, Reno Housing Authority, Reno, Nevada

Denise Muha, Executive Director, National Leased Housing Association (NLHA)

Julie Nepveu, Lawyer’s Committee for Civil Rights Under Law, (LCCUL)

J. Richard Parker II, Executive Director, Athens Housing Authority, Georgia
(AHAGA)

Jennifer Pike, Senior Legislative Counsel, National League of Cities

Garth Rieman, National Council of State Housing Agencies (NCSHA)

Geraldine Scurry-Roberts, Regional Vice President, National Alliance of HUD
Tenants

Renee Rooker, Executive Director, Walla Walla Housing Authority, Walla Walla,
WA

Tom Sheridan, Director, Public Financing Ratings, Standard & Poor’s (SPI)

Joseph Shuldiner, Senior Partner, Joseph Shuldiner and Associates, Inc.
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Jean Sickle, Director of Educational Systems Development, NAHRO

John Sidor, Executive Director, Council of State Community Development
Agencies (COSCDA)

Robin Smith. The Urban Institute

Glenn Stevens, President, National Center for Housing Management (NCHM)

Dianne Taylor, National Association of Counties (NACO)

Barbara Thompson, Director of Policy and Federal Relations, National Council of
State Housing Agencies (NCSHA)

Valerie White, Public Finance Ratings, Standard and Poor’s

Elaine Williams, Council of State Community Development agencies

Sunia Zaterman, Executive Director, Council of Large Public Housing
Authorities

NAHRO Accreditation Task Force

Rich Chubon, Executive Director, Housing Authority of the County of Stanislaus
(CA)

Larry Cobb, Ethic Works (PA)

James Coleman, Executive Director, Housing Authority of the City of Camden
(NJ)

Ozie Gonzaque, Chairperson, Los Angeles Housing Authority (CA)

Sandra Knowles, Executive Director, Lewiston Housing Authority (ME)

Stella Madrid, Director, Housing Authority of the City and County of Denver
(CO)

Montez C. Martin, Jr., Executive Director, Charleston County Housing &
Redevelopment Authority (SC)

Samuel McKay, Board Chairman, Alexandria Housing (LA)

Ed Moses, Managing Partner, Joseph Shuldiner & Associates, Inc. (IL)

John V. Nolen, Administrator, Housing Authority of the City of Alexander City
(AL)

Renee Rooker, Executive Director, Walla Walla Housing Authority (WA) and
Accreditation Task Force Chair

Joe Shuldiner, Joseph Shuldiner & Associates (IL)

William Willett, Executive Director, City of South Portland Housing Authority
(OR)

Susan Wilson, Executive Director, Washington County Department of Housing
Services (OR)

Edna Dorothy Carty-Daniel, Chairperson, Perth Amboy Housing Authority (NJ)
and NAHRO Vice-President, Commissioners Chairperson

U.S. Office of Management and Budget

Reid Cramer, Policy Analyst

Steve Redburn, Chief, Housing/FEMA Branch

Jim Jordan, Budget Examiner

Andrea Jacobson, U.S. Office of Management and Budget

U.S. General Accounting Office

Karen Bracey, Statistician, RCED
Anne Cangi, Program and Issue Evaluator



Martha Chow, Evaluator, RCED

Stanley Czerwinski, Associate Director (RCED)

Richard A. Hale. Assistant Director, RCED

Eric Marts, Assistant Director; Housing and Community Development Issues,
RCED

Bill McAllen

S. Moino

W. Watson

R. Shuville

J. Raple

M. Egger

Congressional Staff

Valerie Baldwin, Staff Assistant, U. S. House of Representatives, Veterans Affairs,
HUD, and Independent Agencies Subcommittee (House) Committee on
Appropriations

Melody Fennel, Clerk, Senate Authorizations Committee

Margo Schenet, Specialist, Social Legislation/Education & Public Welfare
Division, Congressional Research Service

Aquiles F. Suarez, Counsel, Subcommittee on Housing and Community
Opportunity

Joe Ventrone, Deputy Staff Director, House Committee on Banking, U. S. House
of Representatives

Robin Seiler, Special Projects, Congressional Budget Office

Other

Charles Achilles, Senior Vice President, Institute of Real Estate Management

Scott Bernstein, President, Center for Neighborhood Technology, Chicago,
[llinois

Mark Blace, Programs, Plans Evaluation, USCG

Megan Booth, Legislative Analyst, Institute of Real Estate Management of the
National Association of Realtors

Michael B. Cern, Department of Fisheries, USCG

CDR Timothy Close, Chief, Human Element and Ship Design Division, USCG

Tonya Davis, Acting Executive Director, National Association of Resident
Management Corporations, Washington, DC

Paul Dennett, APPWP — The Benefits Association

Francis H. Duehay, Immediate Past Mayor. City of Cambridge, Massachusetts

Marvin Goldstein, President, Building Inspection Services (BIS)

George D. Greenberg, Executive Advisor, Office of the Assistant Secretary for
Planning and Evaluation, U.S. Department of Health and Human Services

Debbi Gross, Research Director, Council of Large Public Housing Authorities

LCDR Terance Keenan, Program Management and Evaluation Division, USCG

Karen Kershenstein, Director, Accreditation and Staff Liaison, U. S. Department
of Education

Nancy Kirk, Director of Education and Training, Institute of Real Estate
Management

Portia Lee, President, Senior Analyst, Public Finance Group, Moody’s Investor
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Services

Jeffrey Lines, President, TAG Associates, Inc., Receiver, Housing Authority of
Kansas City, Missouri

Richard Nelson, Jr., Executive Director, National Association of Housing
Redevelopment Officials

John E. Mooring, Executive Director, National Association of Housing
Information Managers (NAHIM)

Tom Kingsley, The Urban Institute, Washington, D. C.

David O’Connell, Program Measurement and Evaluation Division, USCG

Mary Moran, Curriculum Courses, Institute of Real Estate Management,
Chicago, Illinois

Tawana Preston, National Association of Housing Redevelopment Officials

Wendell E. Primus, Consultant, Center on Budget and Policy Priorities

Steve Smith, National Center for Housing Management (NCHM)

Robert Solaria, Curriculum Courses, Institute of Real Estate Management,
Chicago, Illinois

Glenn Stevens, President; National Center for Housing Management (NCHM)

Margery Turner, Center Director, Metropolitan Housing and Communities, The
Urban Institute

Judith Watkins, Vice President, Accreditation Services, Council for Higher
Education Accreditation (CHEA)

Jina Yoon, Analyst, Public Finance Group, Moody’s Investor Services

Michael Zack, Program Management and Evaluation, USCG

Sunia Zaterman, Executive Director, Council of Large Public Housing
Authorities

Laura Ziff, Program Measurement and Evaluation Division, USCG
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Panel and Staff Members

PANEL

Feather O’Connor Houstoun, Chair—Secretary of Public Welfare, Department
of Public Welfare, State of Pennsylvania. Former Chief Financial Officer,
Southeastern Pennsylvania Transportation Authority (SEPTA); Treasurer and
Chief Financial Officer, State of New Jersey; Executive Director, New Jersey
Housing and Mortgage Finance Agency; Deputy Assistant Secretary for Policy
Development, U.S. Department of Housing and Urban Development.

Mary Jane England—President, Washington Business Group on Health. Former
Vice President, Medical Services, Prudential Insurance Company; Director,
Lucius N. Littauer Master in Public Administration Program and Associate Dean,
JFK School of Government, Harvard University; Commissioner, Massachusetts
Department of Social Services; Associate Commissioner, Director of Planning
and Manpower for Children’s Services, Massachusetts Department of Mental
Health.

David Garrison—Counselor to the Deputy Secretary, U.S. Department of Health
and Human Services. Former positions with the U.S. Department of Health and
Human Services: Acting Director, Office for Civil Rights; Principal Deputy
Assistant Secretary for Planning and Evaluation; Deputy Director and Senior
Advisor, Intergovernmental Affairs. Former Director, The Urban Center, Levin
College of Urban Affairs, Cleveland State University. Former Positions with the
U.S. Department of Housing and Urban Development: General Deputy Assistant
Secretary, Office of Policy Development and Research; Deputy Assistant
Secretary, Office of Policy Development and Research. Former Budget Analyst,
Committee on the Budget, U.S. House of Representatives; Legislative Counsel,
National League of Cities/U.S. Conference of Mayors.

Stephen (Tim) Honey—Director, Smart Growth Center, Eastern Research
Group. Former City Manager, City of Boulder, Colorado; Director, Graduate
Program of Public Policy and Management and Vice President for Development
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and External Affairs, University of Southern Maine; Executive Director, Housing
Finance Agency, State of Rhode Island; Deputy City Manager and City Manager,
City of Portland, Maine.

Jacqueline Rogers—Senior Fellow, School of Public Affairs, University of
Maryland College Park. Former Secretary of Housing and Community
Development, State of Maryland. Former positions with Montgomery County,
Maryland, including: Director, Office of Management and Budget; Director,
Department of Housing and Community Development, Community
Development Director.

Charles W. Washington—Professor of Public Administration, Florida Atlantic
University. Former Stennis Chair and Director, John C. Stennis Institute of
Government, Mississippi State University. Associate Dean and Professor, School
of Government and Business Administration, George Washington University.

STAFF

J. William Gadsby, Director, Management Studies — National Academy of Public
Administration; project director on several recent Academy studies. Former
Senior Executive Service; Director, Government Business Operations Issues,
Federal Management Issues and Intergovernmental Issues, General Accounting
Office.

Dr. Bruce D. McDowell, Senior Consultant, Project Director — Former Director of
Government Policy Research and Assistant to the Executive Director, U.S.
Advisory Commission on Intergovernmental Relations; Director of
Governmental Studies, National Council on Public Works Improvement.
Director of Program Coordination, Metropolitan Washington Council of
Governments.

Albert J. Kliman, Senior Consultant — Independent consultant in the fields of gov-
ernment organization, budgeting, and financial management. Former Budget
Officer, Department of Housing and Urban Development; Past President,
American Association for Budget and Program Analysis.

Dr. Ronald S. Boster, Senior Consultant — Private consultant on economics and
public policy; Adjunct Professor, Center for Public Administration and Policy,
Virginia Polytechnic and State University (Virginia Tech.); Fellow, Krieger School,
Johns Hopkins University; Academy Fellow. Previously, Vice President and
Director of Business and Government Policy, Committee for Economic
Development; Staff Director, Budget Committee, U.S. House of Representatives,
and Chief of Staff to three members of Congress; economist/policy analyst USDA
& USDI; Senior Research Consultant to NAPA on congressionally mandated
DoD study on Global Position System (GPS), panel member of NAPA study for
FEMA on Reducing Seismic Risk in Existing Buildings; member NAPA’s Standing
Panel on Executive Organization and Management.



Michael A. Doaks, Senior Consultant — Principal, RMC Housing Consultants.
Former Executive Director, Department of Housing and Community
Development, Prince George’s County, Maryland; Managing Director, Affordable
Housing Program, National League of Cities Institute; Senior Program Director,
Housing Services Department, The Enterprise Foundation. Deputy Chief,
Downtown Housing Division; Deputy Chief, Housing Production and
Disposition Division, Department of Housing and Community Development;
Coordinator for Policy and Planning; Office of Policy and Planning; Management
and Budget Analyst; Office of Comptroller, Department of Transportation,
Washington, D.C. Community and Regional Planner, City Planner, Nashville,
Tennessee.

Rebecca J. Wallace, Senior Consultant — Management Consultant. Former
Director of Logistics Management, U.S. Customs Service; former Deputy
Director, Office of Administrative and Publishing Services, Organization
Development Consultant, and Program Evaluator, U.S. General Accounting
Office.

William P. Shields, Research Associate — Program Associate, Management
Studies Program, National Academy of Public Administration. Adjunct Lecturer,
American University. Former Program Coordinator and Research Assistant,
American University; Mayoral Writer, Executive Office of the Mayor of
Providence, Rhode Island.

Katherine M. White, Research Assistant — Program Associate, Management
Studies Program, National Academy of Public Administration. Candidate for
Master of Environmental Management degree at the University of Maryland.
Former staff geologist at Schnabel Engineering Associates, Inc.

Martha S. Ditmeyer, Project Assistant — Program Assistant, National Academy of
Public Administration. Former staff at the Massachusetts Institute of Technology
and the Communications Satellite Corporation, Washington, D.C. and Geneva,
Switzerland.
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IREM ACCREDITATION PROCESS

The Institute of Real Estate Management (IREM) is over 60 years old. Its goals
and missions are to educate, certify, serve, and enhance organizations and indi-
viduals in the real estate management business. IREM’s goals are accomplished
by recognition of organizations and individuals through the Accredited
Management Organization (AMO), Certified Property Manager (CPM), and
Accredited Residential Manager (ARM) programs. These programs to recognize
excellence in real estate business are described below.

Accredited Management Organization

The AMO sets the industry “standard” for identifying the best companies in the
real estate management business and “is the only recognition given to real estate
management firms.”! To achieve the AMO designation, a company must meet
high standards of integrity and commitment to professionalism, combined with
education and experience. The requirements for obtaining this designation
include demonstrating business stability, having a CPM professional in charge,
and carrying adequate insurance. To continue its AMO designation, a company
must maintain high operating, financial, and ethical standards. IREM maintains
and monitors a formal Code of Ethics. A fee and reference letters must be sub-
mitted with the application as part of the approval process.

The AMO “certification” applies to a company and any offices that are under the
control of the main office. The company must be approved by the local Chapter
and the National AMO committee. Remaining in the AMO program requires
reaccreditation every three years and paying annual dues for the firm and each of
its offices.

Certified Property Manager

The Certified Property Manager (CPM) designation recognizes highly qualified
real estate management professionals. A company seeking AMO status must be
led by a CPM.

A CPM candidate must submit an application and fee, provide a copy of a real
estate license (or certify the state does not require one), have a high school diplo-
ma and 12 months of management experience, currently be in the real estate
management business, be approved by the local IREM chapter, and serve a can-
didacy period of at least 1 year but less than 10 years.

The applicant must take required IREM classes during the candidacy period,
earn a specified number of credits, pass the CPM Certification Examination, pre-
pare a management plan, and acquire a specified amount of experience. Credit
can also be earned for ARM experience, continuing education from other speci-
fied organizations, formal college education, and certain designations from other
real estate organizations.

1 From the IREM brochure “AMO: The Mark of Distinction Among Real Estate
Management Firms,” May 1994.



In addition to the requirements discussed above, the candidate also must be a
member of or affiliated with alocal board of Realtors, approved by the local IREM
chapter, subscribe to the CPM Code of Professional Ethics, and be current with
all national and chapter service fees.

The incentives for individuals to become CPM “certified” include higher earn-
ings, better employment opportunities, recognition, networking opportunities,
and legislative advocacy. A CPM professional also may receive discounts on
tuition and publications, an industry employment bulletin, reports, and oppor-
tunities to attend IREM meetings.

Accredited Residential Manager

The Accredited Residential Manager (ARM) program recognizes successful resi-
dential managers who meet criteria set by IREM. This recognition has benefits
and requirements similar to the CPM program, but they are fewer in number.
The requirements are limited to completing an application, submitting fees and
references, being of voting age, having a high school diploma, submitting experi-
ence and narrative report forms, receiving local IREM chapter or ARM committee
approval, passing the ARM exam, completing required courses, and performing
or supervising residential management functions.

Costs

The costs for the various programs within IREM generally include an application
fee, annual membership dues for realtor associations, IREM membership dues,
real estate license fees, course registration fees, and exam fees. The AMO pro-
gram also includes insurance requirements and a financial review.

The AMO designation can range in cost from under $1000 for a company that
meets insurance requirements, only has one office, and has a CPM, to over $5000
for a large company starting with none of these conditions. The CPM program
can range from $3700 to $4000, and can vary due to local IREM chapter dues
and courses taken. The ARM is the least expensive IREM program; it costs
approximately $800.

INTERNATIONAL ORGANIZATION FOR
STANDARDIZATION (ISO) ACCREDITATION

[SO2 standards are developed voluntarily to help unify national and internation-
al guidelines for sound management practices. They also exist to facilitate inter-
national trade by providing assurances around the globe that companies doing
business are reliable. The standards are developed by consensus on an industry-
specific level.

Many ISO standards are technical guidelines that detail specifications for prod-
ucts about which the members are agreed. However, both the ISO 9000 and
14000 series focus on management systems within an organization (quality man-

2 1SOisnot an acronym for International Organization for Standardization but rather
a derivation of the Greek word Isis, meaning “equal.” (ISO web page, [Retrieved June
6, 2000] http://www.iso.ch/infoe/intro.htm)..
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agement systems and environmental management systems, respectively). A
“series” is a group of standards that are related to a specific topic. They also are
referred to as a “family” of standards.

The structures and concepts of the 9000 and 14000 series are similar. Each is
composed of standards that fall under two main categories. The first category is
conformance or specification standards that organizations must follow to obtain
ISO registration. The second category is guidance that describes how to develop
and implement the management systems described in the standards. The basic
idea is that ISO-registered organizations will have developed, installed, and com-
mitted to relying on sound management systems to ensure quality results and
compliance with applicable regulations. Demonstrating these competencies to
ISO-accredited auditors is required to become ISO-registered. However, ISO reg-
istration neither ensures nor constitutes actual regulatory compliance.

ISO standards help organization improve fundamental processes, quality man-
agement systems, service quality, consistency of quality, and conformance with
requirements. In the HUD-assisted housing context, the organizations using the
ISO standards (and seeking ISO registration) would be state, local, and private
housing providers.

To become ISO-certified, organizations must follow an extensive self-evaluation
that carefully documents their systems and brings them into conformance with
recognized standards of good practice. Meeting ISO’s minimum standards can
upgrade an organization’s efficiency and quality, and can help it to satisfy appli-
cable government regulations. Many companies (governments) use ISO-trained
consultants to guide them through this certification process.

Internal management audits are required as part of the ISO 9000 certification.
Management audits conducted by an outside company or registrar who provides
the certification also are required. ISO 9000 audits focus on developing and
implementing quality assurance systems. If they are performed, eternal audits
conducted between suppliers and purchasers are included in the above manage-
ment audits.

The relevance of ISO 14000 to HUD-assisted housing providers is not primarily
the environmental content of the standards. Rather, itis the illustrative value of
showing how management systems can be developed to meet regulatory require-
ments. Housing regulations, comparable to environmental regulations in num-
ber and complexity, require special management systems to ensure compliance.

ISO Certification Processes

The American National Standards Institute (ANSI) and the American Society for
Quality Control’s Registrar Accreditation Board (RAB), jointly, are the 1SO
accreditation body in the United States. ANSI/RAB operates the National
Accreditation Program (NAP) that (1) accredits organizations to register confor-
mance with ISO standards (both 9000 and 14000) (2) accredits auditor training
course providers, and (3) processes registrar applications.



An outside ISO audit is conducted when a company seeks certification. The
audit will look at documentation to support specific clauses of the standard and
application of the quality system within the company. Certification lasts approx-
imately three years, with scheduled reevaluation and surveillance visits for ISO
9000 standards. Companies also may self-declare that they are conforming to
ISO 14001, but that does not constitute certification.

Certification of Management Auditors

To ensure the integrity of ISO standards, the registration system is applied uni-
formly and consistently “worldwide in its certifying and auditing activities.”
Companies are certified by ANSI-RAB accredited registrars, who are certified by
the International Register of Certification Auditors.*

Applicability to the HUD-Assisted Housing Industry

PHAs and private housing management firms are free to use and adapt ISO stan-
dards and guidelines as the basis for improving their management systems for
quality assurance and regulatory compliance. When doing so, they would have
three immediate options:

They could simply benefit from the management improvements that result from
a commitment to ISO standards and processes, which is likely to result in higher
scores on HUD assessments.

They could self-certify as to having met ISO standards; that they are using good
practices in order to provide greater assurance to their policy boards, tenants, the
public, and HUD.

They could seek official ISO registration through established registrars in order
to add weight to their quality and compliance assurances.

A fourth option that would take an industrywide effort would be to develop an
industry-specific ISO series for the assisted-housing industry, and to establish
specialized assisted-housing registrars. This might have much in common with
the Standard & Poor’s or Moody’s public housing evaluation services and some-
thing in common with the IREM housing management accreditation service.
The difference might be to add an internationally accepted regimen of self-evalu-
ation and systems improvement, plus a formal registration mechanism. ISO
offers a certain level of existing standards and processes upon which to build a
housing accreditation approach.

Costs

The ISO process adds costs to the costs of regulation. The costs for companies
associated with regulations can include actions taken to develop, install, or
improve the management systems that are needed to comply with ISO standards,

3 Goetsch, David L. and Stanley B. Davis. (1998). Understanding and Implementing ISO
9000 and ISO Standards. Prentice Hall: Upper Saddle River, New Jersey. p. 187.
4 Ibid, p. 126.
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including staff time associated with these activities and with the ISO audit
process. The costs associated with ISO audits can include costs for data collec-
tion and documentation that are needed for review, time necessary to conduct
the audit, and implementation of the audit recommendations.

The self-audit will also require training and education of personnel. AnISO audit
also can incur additional costs such as selection and hiring of a registrar, new pro-
cedures or changes in organizational structure to correct problem areas identi-
fied by the audit, surveillance visits, and re-audits.

It may be difficult to estimate the costs for each option discussed above.
Variations that can affect the cost include size and type of the organization,
whether a management system is already in place, and whether the organization
is registering for ISO 9000 and 14000 simultaneously. Estimates of certification
audits can vary between $25,000 and $500,000, but commonly range from
$80,000 to $100,000.5 Cost estimates for other parts of the process (which may
be considerably more expensive than the certification audits) are not readily
available.

HOUSEMARK BENCHMARKING TOOL

HouseMark is a privately developed computer system in Great Britain that pro-
vides management and benchmarking services to housing organizations to help
them achieve continuous improvement. This system is a joint effort between the
Chartered Institute of Housing of Great Britain (CIH)¢ and the Arthur Andersen
Company, a global management consulting firm. Itisin the early stages of imple-
mentation in Great Britain, and is now being marketed for adaptation and use in
other countries.

HouseMark services are Internet based and include benchmarking with rental
housing provider organizations that voluntarily subscribe to the service and con-
tribute their own data to the system. Subscribers also provide examples of good
practices, process-maps for important housing activities, discussion groups, ref-
erences to housing related websites, and advice. Participation in this service is
used for self-improvement.

The HouseMark services are a form of self-assessment where a housing organi-
zation makes improvements based on benchmarking information with others in
the industry.

The process for using HouseMark services includes signing up, paying an annu-
al fee, specifying the number of benchmarking fields it will participate in, and
choosing alevel of confidentiality. Then, a kick-off meeting with HouseMark con-
sultants identifies benchmarking methodology and starts the data collection.

5  Parry, Pam. (2000). The Bottom Line: How to Build a Business Case for ISO 14001. St.
Lucie Press: Washington, D.C. p. 58.

6 CIH is the trade association representing local housing councils throughout Great
Britain. These councils manage about 95 percent of all the rental housing in the
nation.



The subscriber’s data is uploaded to the HouseMark website for validation and
input to the database. The subscribing organization then can choose which
group it wishes to benchmark itself against.

After the subscribing organization runs this benchmarking analysis against what
it believes to be its most similar peer group, it may consider taking the necessary
actions to improve or develop service areas where deficiencies have been identi-
fied. Each action can be examined using modeling features provided in the sys-
tem, and by reviewing the system’s good practice database and process maps.

Subscribers can compare the performance measures with government and other
standards. The number of information categories in the system is expanding as
more organizations use HouseMark’s services and as needs are identified.” The
usefulness of benchmarking housing providers against each other will increase
as the popularity of this service grows with more subscribers.

The information gathered for HouseMark services can be used by a variety of per-
sonnel within a housing organization including strategic managers, operational
managers, front line staff, board or committee members, representatives of ten-
ants, and other housing service users.

One of the many advantages of using HouseMark’s services is the convenience of
quick modeling of proposed changes, which is displayed in a clear and simple
format. The modeling capability allows a subscribing organization to compare
costs, resources, and performance to help it avoid costly mistakes during imple-
mentation of a new or modified practice. The benchmarking and good practice
examples in the system can be used as a basis for proposing such changes.

The online aspect of HouseMark’s services also allows a subscriber to search for
something specific on the website and to participate in continuous dialogues
among housing officials through the “bulletin board” feature. The website also
has links to other relevant websites, as well as current information and news con-
cerning housing officials.

The cost of HouseMark services is the annual subscription fee, which depends
on the amount of housing the organization manages. This fee ranges from
£1,750 to £17,250 (British pounds).8 Although, the current number of sub-
scribers (approximately 140) is small and the benchmarking topics are limited,
both of these limitations are expected to be overcome in the near future, as the
system becomes more fully implemented. Currently, most subscribers are in
Great Britain because HouseMark began there. However, there is potential for it
to migrate to other countries and to gain worldwide use and recognition.

7 For example, they are planning to include housing repairs, benefits benchmarking,
and resident feedback.
8  Atcurrent exchange rates, this range translates to $2,500 to $25,000.
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STANDARD & POOR’S PHA EVALUATIONS

Standard & Poor’s (S&P) Ratings Services is a large provider of credit analysis
and information that rates conventional-term debt and general-obligation corpo-
rate and municipal bonds. Their letter-grade ratings symbols of credit quality are
well recognized. Determined through a rigorous, defined ratings process, they
provide important benefits to borrowers and investors alike.

Standard & Poor’s Public Housing Authority Evaluation Program evaluates the
ability of PHAs to accomplish their individual mandates to provide affordable
housing. Standard & Poor’s rating service applies analytical capabilities and
expertise to evaluate the overall performance of public housing authorities.?
Areas reviewed for the PHA evaluations include management, operations, port-
folio assessment, and financial management.

Standard & Poor’s provides PHA evaluation services through local and national
models. Services under the local model include an in-depth assessment of indi-
vidual PHAs. The national model that is being considered for development
would provide accumulated data for a comparative analysis of PHA performance.
The analysis could be viewed over the Internet.

Standard & Poor’s evaluation of housing authorities falls under the private serv-
ices approach, and itis not required. However, its benefits include using the eval-
uation results as a management tool to identify organizational strengths and
challenges and make improvements to carry out housing mandates. Another
benefit is the establishment of industry benchmarks based on comparisons with
other PHAs. The services can also be used for strategic planning, development of
alternative funding sources, and preparation for the capital markets.

The costs associated with S&P evaluation services include document and infor-
mation gathering prior to the first meeting, the contract with S&P for private
services, reviewing the final evaluation, and making evaluation—based improve-
ments.

MOODY’S PHA EVALUATIONS

Moody’s is a global credit rating company that publishes credit opinions,
research, and ratings on fixed-income securities, and issues securities and other
credit obligations. They also provide a broad range of business and financial
information and publish investor-oriented credit research.

Moody’s has developed a tailored approach to providing ratings for quality man-
agement in PHAs as a response to current legislation. The factors examined for
determining a rating for housing providers are based on organizational manage-
ment, portfolio composition; condition and performance; financial management;
and operational management. Moody’s also analyzes the PHA’s history in

9 This information is from Standard & Poor’s website, [Retrieved September 14, 2000]
http://www.standardpoor.com/ratings.



administering HUD and other governmental funds for managing public hous-
ing, the revenue sources outside of HUD, entrepreneurial activities, and the use
of project-based budgeting and private sector real estate management practices.

Moody’s services fall under the private services approach for PHAs. The benefits
from these private services include the use of results as an internal management
or external relationship tool by housing authorities. The costs for these services
are similar to those for S&P. They include preparation and document gathering,
the private contract with Moody’s for services, reviewing the final evaluation and
rating, and making evaluation-based improvements.

NATIONAL CENTER FOR HOUSING MANAGEMENT
(NCHM) SERVICES

The National Center for Housing Management (NCHM) offers a wide selection
of courses and consulting services targeted for housing management companies
and public housing agencies. NCHM'’s services cover conventional, affordable
and public housing management topics through courses in occupancy, housing
and maintenance management, budgeting, housing quality standards, fair hous-
ing, tax credits, drug and alcohol reduction, and rural rental housing. NCHM
offers a variety of certification programs that cover these topics. Each program
consists of a one to three day course. The programs offered include:

B Registered Housing Manager (RHM) (2 days, and management review)

B Certified Occupancy Specialist (COS) (1 day)

B Site Based Budgeting Specialist (SBBS) (3 days)

B Certified Manager of Maintenance (CMM) (3 days)

B Certified Manager of Housing (CHM) (3 days)

B Certified Financial Manager (CFM)

B Senior Housing Specialist (SHS) (3 days)

B Fair Housing Essentials (FHE) (1 day)

B Housing Quality Standards (HQS) (2 days)

B Tax Credit Specialist (TCS) (3 days)

B Certified Manager of Occupancy (CMO) (3 days)

NCHM’s training and certification offering are part of the private services

approach. NCHM programs provide an opportunity for organizations to cus-
tomize training and professional development services.
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In general, the length of the course determines its cost. The price is less for those
already certified in one or more of the programs. The overall range for each pro-
gram is $225 to $575, with the exception of RHM, which costs $520 in addition
to four other required courses. Annual dues for membership to NCHM are also
required.

NATIONAL ASSOCIATION OF HOUSING
REDEVELOPMENT OFFICIALS SERVICES

The National Association of Housing and Redevelopment Officials (NAHRO) is
a professional membership organization that advocates adequate and affordable
housing, particularly for families and individuals with low and moderate-
incomes. Members include individuals and public housing and redevelopment
agencies. NAHRO’s current membership includes over 9,500 housing and com-
munity development agencies and public officials throughout the United States
who administer a variety of affordable housing and community development
programs at the local level.10

To promote the goal of adequate and affordable housing, NAHRO provides sem-
inars, certification, and technical services programs. The training and certifica-
tion are recognized industrywide by employers, colleagues and staff, tenants and
owners, housing service providers and vendors, and the general public.

Certifications offered by NAHRO include Public Housing Manager, Section 8
Housing Manager, and Senior Professional Housing Manager designations.
Seminars on major topics can be taken individually or as part of a certification
process.

The training provided by NAHRO falls under the private services approach. Itis
designed to increase the qualifications of professionals industrywide. NAHRO
also provides peer review of housing agencies that have fallen below HUD’s per-
formance standards. These peer review services are part of the self-assessment
approach. NAHRO’s services are designed to be used throughout the public-sec-
tor housing industry, and may be useful to high and low performing housing
authorities alike.

The benefits of NAHRO services include establishing professional standards,
helping its members to understand and influence HUD legislation, and promot-
ing the sharing of experience among housing and community development
agencies.

The costs of NAHRO seminars and certifications vary depending on early or reg-
ular registration and member status. Costs for exams and hotel accommoda-
tions are additional. Seminars for each certification may be registered for indi-
vidually or all together, including the exam. Individual seminars range from
$210 to $725. The certification seminars range from $715 to $1,160.

10 From NAHRO’s website at www.nahro.org.



NON-HOUSING ACCREDITATION PROCESSES

Hospitals

Under Medicare, hospitals are deemed eligible by statute to receive Medicare
reimbursements, provided that they are accredited by the Joint Commission on
Accreditation of Healthcare Organizations (JCAHO). Hospitals also have the
option of becoming eligible for participation in Medicare by meeting the
Department of Health and Human Services (HHS) standards—known as “condi-
tions of participation”—in lieu of JCAHO accreditation. Approximately 2,000 of
the 7,000 participating hospitals have taken the direct route through the depart-
ment; most are smaller, rural hospitals.

Other non-hospital Medicare providers such as home health care agencies, med-
ical labs, and hospices, do not enjoy statutory eligibility in law. In those cases, the
secretary of HHS may accord this eligibility status to organizations that achieve
authorized accreditation. The secretary does so when there is equivalence
between the accrediting body’s process and the department’s own “conditions of
participation.” This gives the secretary considerable leverage and influence over
the evaluative standards these groups adopt.!!

With respect to the Medicare program, accreditation can be summarized as fol-
lows:

B For the federal government, because of the statutory deeming clause, accred-
itation is very important with respect to hospitals. For the hospitals them-
selves, it is important for several reasons besides Medicare eligibility.
Accreditation was around long before Medicare first came onto the scene in
1965, and there is little doubt that hospitals would seek accreditation in the
absence of Medicare or any other public program.

B The importance of accreditation with respect to non-hospital providers (in
particular, medical labs and home health care agencies) varies. It is impor-
tant to some to some providers and much less to others.

B Accreditation plays no role in non-deeming areas (specifically, in nursing
homes where the secretary does not have deeming authority), or in areas
where the deeming authority exists, but has yet to be extended.

Colleges and Universities

Title IV of the Higher Education Act of 1965, as amended, establishes a three-part
system, or “triad,” of quality controls for institutions participating in the Title IV
program: state licensure of institutions, third-party accreditation, and secretari-
al/departmental approval.12 All three elements must be in place for an institu-
tion’s students to be eligible to receive student financial aid under Title IV. The
triad weakens the traditional power of the private accrediting bodies. It came

11 Insome cases, there is adamant opposition to the secretary’s discretionary authority
to approve these accreditation bodies. Nursing homes are a case in point.
Opposition stems, primarily, from states that argue that their quality standards are
higher than federal standards.
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about in the 1990s because of federal policymakers’ dissatisfaction with the per-
ceived stubbornness of the accrediting bodies. There remains an ongoing ten-
sion in this regard between the Department of Education (ED) and the regional
higher education accrediting bodies.

ED employs a Federal Advisory Committee (FAC) to advise the secretary on
whether an accrediting body meets the department’s/secretary’s promulgated
standards and should, therefore, be accepted by the secretary. Many bodies have
difficulty meeting the standards because of a “separate and independent” require-
ment — the accrediting bodies must be separate and apart from the institutions
they evaluate for accreditation.

The cost of accreditation to the department is small; ten individuals run the
entire program. Yet, the cost to the higher education community is huge, with an
estimated 50,000 to 60,000 individuals involved in the accreditation process.
Activities range from making site visits to serving on accreditation boards.13
Without question, the private accreditation process and the FAC do the “heavy
lifting” for the department. It is unknown how much is actually financed by fed-
eral funds.

Similarities Between Health and Education Accreditations

Two similarities between private accreditation in higher education and Medicare
are both striking and important. First, like the accreditation of hospitals, the
accreditation in higher education preceded Title IV by decades. And institutions
of higher education would most likely make extensive use of accreditation in the
absence of any federal requirement. Second, both operate on a “triad-like” basis,
with complementary (even redundant) components.l* Even in the case of
Medicare, where the statute explicitly deems compliance with HHS regulations if
a hospital receives JCAHO accreditation, the secretary has other direct and indi-
rect ways to exercise quality control over hospitals. In the case of higher educa-
tion, by controlling which accrediting bodies are “recognized” (approved), the
secretary of ED has substantial control over the Title IV program. And his/her
authority does not stop there. Separate and apart from the accreditation compo-
nent of the triad, the secretary also must find colleges and universities eligible
and certified to participate. Thus, the existence of and reliance on private, inde-
pendent accreditation bodies does not eliminate a prominent role for the agen-
cies statutorily responsible to Congress and the American people. To the con-
trary, HHS and ED are, ultimately, very much in control.

12 Accreditation does not play a role in K-12 education because it remains predomi-
nately a state responsibility.

13 Source: Council for Higher Education Accreditation.

14 The formality of the triad in higher education is less evident in Medicare, but it is
there in practice nevertheless.
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Comments

INTRODUCTION

During the formal comment period for the draft of this final report, HUD and five
other parties provided written comments to the Academy. The five other parties
are:

B Council of Large Public Housing Authorities

B Lawyers’ Committee for Civil Rights Under Law

B National Association of Housing and Redevelopment Officials
B Public Housing Authorities Directors Association

B Reno & Cavanaugh, PLLC, Attorneys at Law

The comments from all parties are reproduced in this Appendix. In addition,
they have been reflected at appropriate points throughout the panel’s report.

Two types of comments were made. Some are technical corrections, including
updated information. Others are substantive views of the organization providing
the comments. The technical corrections have been made where appropriate in
the report. The substantive views of the organizations have been noted at appro-
priate points in the Executive Summary and the body of the report.

Following are summaries of the substantive views received and brief responses.

Comments from HUD

HUD’s comments are very extensive. They are reproduced in full, except for the
report, New Standards for a New Century, which HUD attached to its comments.
The Executive Summary of that report is included in this appendix, and the full
report may be found on the Internet at http://www.hud.gov/pressrel/proo-
307.html.

HUD’s comments include seven main points, and a number of other technical
corrections and points which were keyed to specific pages. This summary
responds to HUD’s seven main points.

1. Points of Agreement

HUD agrees that its current housing monitoring system demonstrates that the
department is moving in the right direction, is committed to improving the qual-
ity of the housing that it assists, is responsible for this function as one of its essen-
tial missions, and must exercise its inherently governmental responsibilities in
this regard even if other models are used to supplement its efforts.

2. Although both procedural and substantive issues are important, the draft
report focuses too heavily on issues of process.



Consultation with industry groups is the key focus of this disagreement. HUD
believes that procedural issues such as consultation “should not overshadow the
more important question of whether HUD’s monitoring systems are substan-
tively sound.” HUD is concerned about the potential for long-lasting impasses
with the industry that could delay or prevent needed reforms, and stresses the
need for HUD to ultimately be able to break such impasses.

The panel sees the substantive and procedural issues to be intertwined, and
equally important. Effective consultations are important to reaching agreement
about workable substantive standards and processes, and important to their
smooth implementation. Obviously, statutory requirements must be met by all
parties involved in the programs, and final decisions must be made by HUD.
However, all that can be accomplished more effectively with consultations than
without.

3. Thereport should clarify the limitations of the Academy’s review.

In HUD’s view, the Academy’s study is not “a detailed substantive analysis of the
protocols used to inspect the physical condition of HUD-assisted housing and
the financial viability of housing providers or of the systems HUD uses to assess
the management of and resident satisfaction with public housing.” Although nei-
ther QHWRA nor the Academy’s contract with HUD call for that type of study,
HUD believes it is important for the panel’s report to recognize this limitation.
HUD also criticizes the Academy’s study team for inadequate contact with REAC
and inadequate investigation of its protocols.

The panel disagrees with HUD on these matters. Members of the study team met
with REAC officials on several occasions. A lengthy meeting with several REAC
officials involved in developing the assessment protocols was held in
Washington near the end of the study to clarify many points and to be updated
on the implementation of the system. Although HUD’s system was still evolving
when the Academy study was concluding, making it difficult for the study team
to stay current, Academy staff maintained contact with REAC staff throughout
the study to exchange information by phone, fax, and e-mail about the specifics
of the protocols. The study team placed heavy emphasis on the physical condi-
tion and financial scoring systems. A detailed explanation of REAC’s physical
condition assessment protocol was published in Appendix E of the panel’s
Interim Report. The study team is confident that it understands the essentials of
REAC’s protocols.

The study team, however, did not assess the appropriateness, significance, and
reliability of each measure included in the PHAS protocols. The panel believes
that those technical details should be a matter for the technical experts in HUD
and the industry to determine through consultations. Thatis generally how stan-
dards are set in accreditation systems, and the panel believes that is how they
should be set in the housing industry.
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4. HUD does not agree with the criteria the report employs to assess the
adequacy of HUD’s monitoring systems.

More specifically, HUD does not believe that the first four of the Academy’s 14
characteristics of a good quality-assurance system are necessary. The panel has
noted these disagreements in the report as HUD requested.

B HUD equates “mutually agreed upon outcomes and procedures” with giving
veto power to outside parties.

B HUD equates “self-assessment” with “self-certification,” which is a very differ-
ent concept. The panel agrees that self-certification has had a bad track
record in the housing field, but believes that self-assessment (which is
described in the report as a full and fair multiparty, participatory learning
experience) has a good track record. In fact, it is one of the most valuable
parts of the accreditation process.

B HUD questions the value of onsite peer reviews as part of assessing the qual-
ity of a housing complex. These reviews are an essential component of
accreditation processes. They bring qualified “peers” (who would generally
be top officials of other PHAs) onto the premises of the PHA being evaluated
to discuss current circumstances and explore potential improvements that
could be made. An outside perspective such as this can be invaluable. This
practice provides a much different order of help than an “inspector” can pro-
vide. As part of the troubled agency recovery program HUD uses this prac-
tice to help some troubled PHAs work their way out of trouble, but this prac-
tice plays no role in the HUD assessment systems.

B HUD did not elaborate on its objection to the use of internal quality-assur-
ance procedures. The panel suggests that HUD examine the Coast Guard
procedure for round-the-clock quality control of shipboard safety, which has
replaced annual inspections to everyone’s benefit in terms of lower costs and
higher levels of safety.

The difference in the number of characteristics discussed in the panel’s interim
and final reports reflects the consultative and research-informed methods by
which the characteristics were developed. Industry representatives in the con-
sultation process and the Academy’s research on other models of monitoring sys-
tems provided strong resources for refining the list of characteristics.

5. Thedraft final report lacks the essential historical and contextual infor-
mation necessary to enable the reader to understand the dramatic
improvements that HUD has made to its monitoring system in recent
years.

The panel recognizes the historical and contextual points that HUD makes, and
has described them briefly in this report. The panel appreciates HUD’s addi-
tional elaboration in its comments, which are reproduced in this Appendix.



6.  The discussion of HUD’s relationships with industry is not balanced.

HUD criticizes the report for giving more attention to it relationship with the
public housing industry rather than to the private multifamily industry. Thisis a
natural result of the need to devote more attention to problems, for which reme-
dies are needed, than to relationships that are relatively problem-free.

The panel agrees that relationships are two-way streets, and says so in the report.
That point may deserve additional emphasis. Both sides in a relationship must
want to improve the relationship if it is to have a chance to flourish. The panel
appreciates HUD’s elaboration on the importance of these relationships (includ-
ing relationships with residents), and examples of where they are being
improved.

7. The draft report seeks to reopen a debate on the devolution of federal
housing programs that Congress just recently resolved.

The issue of devolution was introduced into the Academy’s study by the mandate
in Section 563 of QHWRA, which calls for an examination of “local review mod-
els” as one of the four types of alternatives to the HUD assessment systems. In
order to operationalize the concept of “local review models,” the panel defined it
as having two parts: devolution and self-assessment. To the extent that devolu-
tion occurs, it changes the nature of the monitoring and assessment, and trans-
fers some of the monitoring and assessment responsibility to the PHAs and/or
local governments. Although devolution of monitoring responsibilities is the
focus in this study, it is difficult to separate this from the devolution of programs
themselves.

Comments from CLPHA and Reno & Cavanaugh

Comments from both of these organizations make a strong case for using an
independent accreditation process as a substitute for HUD’s current system, at
least for those PHAs that choose to take that path. As they point out, federal gov-
ernment programs for financing health care and college loans make use of indus-
try-sponsored accreditation processes using industry-approved standards. Final
determination of eligibility for federal financial aid rests with the federal govern-
ment in problematic cases.

The panel points out, however, that the accreditation processes relied upon by
the federal agencies in these two cases were pre-existing and well respected long
before the federal programs were enacted. Creating an accreditation process is
no small feat. It takes both time and money. Despite many years of discussion
about accreditation for PHAs, there is presently no such process comparable to
those in the health care and higher education fields, and sources for financing a
housing accreditation process have not been identified. The comments suggest
using the federal funding now devoted to HUD’s housing monitoring system
and reducing the current costs now imposed on PHAs for complying with and
conforming to HUD’s current system so that PHAs would be able to afford to pay
the costs of a private accreditation system.
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The comments fault the panel’s study for inadequate financial analysis of the pri-
vate accreditation model. The study of accreditation costs referred to in the com-
ments was available to the study team and is referred to in the reports. However,
they deal only with the costs of running the accreditation board, which represent
only a small portion of the costs of the whole system. The study team was unable
to find reliable cost data for estimating the full costs of a complete accreditation
system. Such figures are highly disaggregated, and would have required more
time and effort to collect and analyze than was available. It may well be, as the
comments suggest, that a private accreditation system could be financed for the
same amount, or less, than is now being spent on the current system by HUD and
the PHAs combined. However, it was not possible for the study team to deter-
mine whether that is correct within the time available.

In the panel’s view, a new accreditation system for publicly assisted housing
providers would require legislation to establish a viable accreditation board and
provide financial support. The existence of the current HUD system, the fact that
it contains the essential components of a sound system, and the potentials iden-
tified for improving the current system using features of accreditation systems,
led the panel to believe it is more feasible to build on what already exists than to
start over.

The study team devoted more time and effort to evaluating accreditation than
any of the other options which QHWRA required to be studied. Admittedly,
HUD’s current system received more attention than the alternatives, but that was
essential to understand HUD’s system and evaluate it as QHWRA also required.

Comments from the Lawyers’ Committee for Civil Rights Under Law

The Lawyers’ Committee makes two primary points:

B The panel’s report does not sufficiently emphasize the need for a civil rights
and fair housing component in the housing assessment systems.

B The report’s recommendation for involving residents in the assessment
process should be expanded to include advocates for residents as well.

The panel appreciates the Committee’s views. The report includes recommen-
dations for a civil rights and fair housing component in PHAS, and for greater res-
ident involvement in assessing the performance of HUD-assisted housing
providers.

Comments from the National Association of Housing and Redevelopment
Officials

NAHRO supports the panel’s findings, recommendations, and the 14 characteristics
of a good quality-assurance system. The panel appreciates NAHRO’s comments.



Comments of the Public Housing Authorities Directors Association

PHADA supports the panel’s recommendations for:

B Continued refinement of HUD’s assessment systems
B Flexible and tailored approaches to assessment

B Devolution of responsibility to the local level

B Increased HUD capacity to administer PHAS

B Creation of a Housing Quality Board

B Increased and more effective consultations between HUD and the housing
industry

PHADA also restates its belief that HUD’s new physical inspection protocols,
although linked to the former Housing Quality Standards, are sufficiently
expanded and strengthened to constitute a new and more stringent standard:
not just a quantified version of the old standard. It questions the need for this
new level of federal intrusiveness, its cost, its validity, and its accuracy. PHADA
also questions HUD’s willingness to consult effectively with the industry.
Finally, PHADA requests the panel to reinstitute the proposed recommendation
it had included in earlier discussion documents which called for HUD to delay
implementation of PHAS scores until the system has been further refined.

The panel appreciates PHADA’s views. PHADA obviously is much closer to the
technical details of HUD’s assessment system than the Academy’s study team
could become within the bounds of this study. Therefore, the panel urges HUD
and the industry to get together to resolve their differences on the PHAS proto-
cols. This situation highlights why the panel believes that its recommendations
on effective consultation are so important. The panel believes that HUD and the
industry both need to enter into a new round of increasingly effective consulta-
tions so that agreements can be reached that will allow refinement and imple-
mentation of PHAS to proceed smoothly.

The lengthy set of attachments to PHADA’s comment letter, which relate to
HUD’s physical inspection scoring system, are not reproduced in this appendix.
They have been widely distributed by PHADA.
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The U.S. Department of Housing and Urban Development (HUD) offers the fol-
lowing comments on the draft final report by the National Academy of Public
Administration: Evaluating Methods for Monitoring and Improving the Performance
of HUD-Assisted Housing Programs:

INTRODUCTION

As the Academy observes in its draft final report, “Credible and effective moni-
toring and oversight is an essential mission for HUD. HUD must have a reli-
able and effective means of determining whether it is discharging its inherently
governmental responsibilities for spending Federal funds in a responsible and
effective way in accordance with law and current standards of good practice” (p.
xiv) (emphasis in original).

To satisfy its fiduciary and governmental responsibilities, HUD has developed a
system of independent inspections of the physical condition and financial viabil-
ity of HUD-assisted housing. HUD has also developed systems for tracking man-
agement performance and surveying the satisfaction of residents in public hous-
ing. These systems are essential to HUD’s efforts to fulfill the statutory mandate
that HUD-assisted housing be “decent, safe and sanitary.” As the Academy rec-
ognizes in the draft final report, “None of the other approaches the Academy
panel considered can substitute for this essential core mission of HUD.” (p. xiv).

While HUD agrees with a number of the findings of the draft final report, HUD is
concerned that, overall, the draft report does not focus closely on the issues for
which the report was commissioned. Instead, the draft report emphasizes tan-
gential issues which, while important, do not go to the Academy’s Congressional
mandate “to determine the effectiveness of various alternative methods of evalu-
ating the performance of public housing agencies and other providers of federal-
ly assisted housing.” See s. 563, Quality Housing and Work Responsibility Act of
1998. HUD also believes that the draft report does not present a balanced and
accurate assessment of HUD’s monitoring systems.

Specifically, HUD has the following concerns with the presentation of the draft
final report:

B The draft report focuses too heavily on the procedural question of whether
HUD adequately consulted with industry groups in developing its new mon-
itoring systems. While procedural issues are important, they should not
overshadow the more important question of whether HUD’s monitoring sys-
tems are substantively sound.

B The report should be clearer regarding the scope and limitations of the
Academy’s analysis. Specifically, the report should acknowledge that it does
notreflect a detailed substantive analysis of the assessment protocols used to
inspect the physical condition of HUD-assisted housing and the financial via-
bility of housing providers or of the systems HUD uses to assess the man-
agement of and resident satisfaction with public housing.
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B The report should acknowledge that the criteria the Academy uses to assess
the adequacy of HUD’s monitoring systems were not developed through the
type of consultative process the report urges HUD to adopt and that HUD
disagrees with the inclusion of several of the criteria. Specifically, HUD does
not agree that “self-assessment” should play a greater role in HUD’s monitor-
ing systems; prior monitoring systems based on this approach failed to ade-
quately protect residents of HUD-assisted housing. HUD also does not agree
that it should limit its monitoring activities to those to which industry groups
have assented; while consultation with industry is useful and valuable, HUD
cannot give the public and assisted housing industries veto power over
HUD’s monitoring efforts.

B The draft report omits the essential historical and contextual information
necessary to enable the reader to understand the dramatic improvements
that HUD has made to its monitoring systems in recent years. The final
report should add a discussion of the fact that HUD’s prior monitoring sys-
tem for public housing, based on self-assessment and self-certification by
housing authorities, was widely criticized by the General Accounting Office
and HUD’s Inspector General for failing to protect residents and for opening
the door to the misuse of federal funds by housing providers.

B The draft report does not provide a balanced discussion of HUD’s relation-
ship with industry. The draft focuses nearly exclusively on one segment of
the industry (the public housing industry), mentioning only in passing the
positive relationship that HUD has with the multifamily assisted housing
industry.

B The draft report seeks to reopen a debate on the devolution of Federal hous-
ing programs that Congress just recently resolved. In urging greater devolu-
tion and deregulation of Federal housing programs, the report not only
extends well beyond its mandated scope but neglects to mention that
Congress has just completed a three-year debate on this subject. That debate
culminated in a widely supported compromise — the Quality Housing and
Work Responsibility Act of 1998 — that substantially increases the flexibility
of local housing agencies, while retaining Federal oversight. HUD strongly
recommends that all parties wait for this new law to be fully implemented,
and its effects fully felt, before revisiting this issue.

Our comments are organized into three sections: a discussion of our principal
comments, specific page-by-page comments (Appendix 1), and a report titled
New Standards for a New Century: the Transformation of HUD’s Systems for
Monitoring and Enforcing the Quality of HUD-Assisted Housing (Appendix 2).



DISCUSSION

L Points of agreement

We begin by noting a number of areas of agreement. Specifically, HUD agrees
with the following three findings of the Academy’s draft final report:

B “The department is moving in a positive direction by demonstrating a
commitment to improving the quality of HUD-assisted housing and the
performance and accountability of the organizations that implement
HUD’s low- and moderate-income housing programs. By implementing
its new quality-assurance system, the department has demonstrated a com-
mitment to improving the performance and accountability of organizations
providing HUD-assisted housing and strengthening the public’s trust in the
department. This is an important step for addressing historical concerns
about HUD’s management of its assisted housing programs. HUD’s new sys-
tem . .. contains essential assessment tools — physical conditions, financial
condition, management performance, and resident satisfaction — needed to
determine how HUD-assisted housing providers are performing. ...” (p. xiii)

B “Credible and effective monitoring and oversight is an essential mission
for HUD. HUD must have a reliable and effective means of determining
whether it is discharging its inherently governmental responsibilities for
spending Federal funds in a responsible and effective way in accordance with
law and current standards of good practice. None of the other approaches
the Academy panel considered can substitute for this essential core mission
of HUD.” (p. xiv)

B “None of the other approaches examined included all of the key char-
acteristics of a good quality-assurance system or the HUD regulatory
functions. Not only did none of the other approaches include all the char-
acteristics, but none of them can accommodate the regulatory functions that
HUD must exercise in order to discharge its inherent responsibility of
Government for spending Federal funds in a responsible and effective way in
accordance with law and current standards of good practice. Therefore,
none of the other approaches considered could be a substitute for this essen-
tial core mission of HUD.” (pp. xvi - xvii)

In addition, HUD agrees with aspects of other findings and recommendations.
For example, HUD agrees that it is important to consult and build strong part-
nerships with public and multifamily assisted housing providers and to meet reg-
ularly with residents of HUD-assisted housing. HUD also agrees that it is impor-
tant to continue to refine and improve its current assessment tools.

Finally, several of the steps recommended by the Academy are already underway.
For example, HUD has already convened an advisory panel comprised of PHA
industry representatives, residents and HUD officials. (See Recommendation 4.)
HUD is presently seeking clearance to qualify this panel under the Federal
Advisory Committee Act. Similarly, HUD has already implemented an appeals
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process for PHAs. Additional details on these actions are provided in our page-
by-page comments, attached as Appendix 1.

2. Although both procedural and substantive issues are important, the
draft report focuses too heavily on issues of process.

While HUD agrees with a number of the Academy’s findings, we have serious
concerns with several aspects of the draft final report. One of our chief concerns
is that the draft report focuses too heavily on the procedural question of whether
HUD adequately consulted with industry groups in developing its new monitor-
ing systems. While procedural issues are important, they should not overshad-
ow the more important question of whether HUD’s monitoring systems are sub-
stantively sound.

Emblematic of the draft report’s disproportionate focus on the procedural issue
of consultation is the extent to which this issue dominates the draft report’s find-
ings and recommendations. Five of the 12 findings of the draft report — Findings
1,2,7,8,9 —relate directly to the process of consultation between HUD and the
industry, and three additional findings — Findings 5, 11 and 12 — relate indirect-
ly to this process by highlighting the importance of goals that both HUD and the
industry have agreed-upon. All four of the recommendations focus (at least in
part) on improving the process of consultation or on achieving agreed-upon
goals.

We acknowledge that there is value in consultation with stakeholders and do not
dispute the importance of procedural issues, but these issues should not over-
shadow the critical question of the substantive merit and soundness of HUD’s
monitoring systems. Ultimately, what matters mostis that HUD have a workable
and effective system for assuring the quality of public and assisted housing.
HUD’s system aims to reward good performers, give technical assistance to help
providers avoid sanctions, sanction those who do not improve, and above-all
improve the quality of residents’ housing. By preparing a report dominated heav-
ily by procedural issues, the Academy undervalues these critical substantive
questions.

The draft report argues that industry buy-in is essential to a well-running moni-
toring system. HUD agrees that industry buy-in is desirable, but does not agree
with the draft report’s implicit finding that the absence of such buy-in among the
public housing industry groups — as the report observes, the multifamily indus-
try appears to be comfortable with the system — represents a substantive flaw in
the system. The issue of industry buy-in is more complicated than the draft
report acknowledges. Should HUD agree to weakened standards of physical
quality just to have industry buy-in? Should HUD agree to allow obvious safety
violations to go uncorrected for unreasonably long periods of time if that is the
price of buy-in?

These questions illustrate HUD’s concern with the Academy’s recommendations
concerning consultation and agreed-upon goals. HUD agrees that consultation
with industry is important, and indeed essential, to HUD’s administration of



Federal housing programs. The fact that consultation has value does not mean,
however, that HUD and the industry should move to a collaborative model in
which decisions are made jointly. While agreement is often desirable, it cannot
be required in all cases. Ultimately, one party needs to be empowered to make a
decision should the parties reach an impasse. In light of HUD’s inherently gov-
ernmental and fiduciary responsibilities, that party must be HUD.

3. The report should clarify the limitations of the Academy’s review.

[tisimportant to clarify at the outset of the report the scope and limitations of the
Academy’s analysis. Specifically, the report should acknowledge that it does not
reflect a detailed substantive analysis of the protocols used to inspect the physi-
cal condition of HUD-assisted housing and the financial viability of housing
providers or of the systems HUD uses to assess the management of and resident
satisfaction with public housing.

To illustrate, as we understand the scope of the Academy’s review, the Academy
has considered whether an independent physical inspection system is a desir-
able component of a monitoring system (concluding that it is), and canvassed
the opinion of certain industry representatives about that system, but the
Academy has not analyzed the actual protocol used to conduct the system to
determine the extent to which it is a valid measure of whether housing is decent,
safe and sanitary.

We are not arguing that the Academy necessarily should have conducted this
analysis, or criticizing the Academy for not conducting it. Itis important, how-
ever, for the report to state clearly the scope of the analysis it reflects. The
Academy met only once (briefly) with officials from the office at HUD that con-
ducts the assessments of public and assisted housing — the Real Estate
Assessment Center (REAC) — and did not visit REAC to review, analyze or ask
questions about the assessment systems, to determine if the appropriate items
are being assessed, or to inquire about HUD’s methodology for conducting the
assessments. To similar effect, the Academy requested little to no data from
HUD on the specific assessment protocols. This confirms our impression that
the Academy’s review did not involve an analysis of the specific procedures
HUD employs in assessing the physical condition and financial viability of
HUD-assisted housing and management of and resident satisfaction with pub-
lic housing.

The General Accounting Office (GAO) recently completed a substantive review
of the quality assurance procedures that REAC employs to ensure the accuracy of
physical inspection scores. Asnoted in our discussion of that report in Appendix
1, HUD has adopted all of the recommendations made by GAO to improve these
procedures.

4. HUD does not agree with the criteria the report employs to assess
the adequacy of HUD’s monitoring systems.

On pages xi-xii and 7-8, the draft report lists what it calls “the 14 characteristics
of a good quality-assurance system.” The draft report states that these character-
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istics were developed “in consultation with the HUD-assisted housing industry.”
This presentation gives the reader the impression that there is widespread agree-
ment on these characteristics among the actors with a stake in the assisted hous-
ing industry. However, this is plainly not the case.

HUD does not agree that the 14 characteristics listed in the draft report are all
essential elements of a good quality-assurance system. Specifically, HUD does
not agree that the following characteristics are necessary components of a good
quality-assurance system: System Goals Consistent with Mutually Agreed-Upon
Outcomes, Assessment Standards, and Procedures (#1), Self-Assessment and
Continuous Improvement (#2), Peer Review / Site Visit (#3), and Internal
Quality-Assurance Procedures (#4). The fact that HUD disagrees with the first
four characteristics of the draft report’s list should be noted clearly in the report.

B Mutually-Agreed Upon Outcomes and Procedures. As explained above (point
two), we do not agree that HUD should limit its monitoring activities to those
to which industry groups have assented. While consultation with industry is
useful and valuable, HUD cannot give the public and assisted housing indus-
tries veto power over HUD’s monitoring efforts.

Self-Assessment has a very poor track record as a monitoring tool in the public
housing program. The previous assessment system — the Public Housing
Management Assessment Program (PHMAP) — relied predominantly upon self-
assessment. As discussed in point five, below, and in the report attached as
Appendix 2, both the GAO and the HUD Inspector General found self-assess-
ments to be an unreliable means of assessing PHAs that failed to protect residents
and opened the door to financial improprieties by housing providers.

This is not to say that self-assessment and continuous improvement are not
worthwhile objectives for PHAs to pursue. HUD hopes and expects that the clar-
ification of standards brought about by HUD’s new assessment systems will lead
to a process of self-assessment and improvement by housing providers to ensure
compliance with these standards. In addition, there is an element of self-certifi-
cation involved in HUD’s assessment of PHAs’ management performance. What
HUD objects to is the idea that HUD should place greater reliance on self-assess-
ment in the monitoring process, which we believe would undermine the efficacy
of the independent inspections of the physical quality and financial viability of
HUD-assisted housing.

B Peer review and internal quality-assurance processes. The draft report does not
explain how these systems would usefully supplement the physical inspec-
tions and financial and management assessments already in place.

Itis important to note that expanding HUD’s monitoring systems to include self-
assessment, peer review, and internal quality-assurance would require the impo-
sition of substantial additional administrative burdens on housing providers.
For this reason, we strongly doubt that all housing providers — especially those
in the multifamily housing industry — would agree with the Academy that these



elements should be required. (We assume that the draft report does not mean to
suggest that HUD replace its independent physical and financial assessments
with self-assessments by housing providers; this would be a huge step backwards
that we would oppose in the most vigorous terms.)

It is ironic that the draft report evaluates HUD’s monitoring systems using crite-
ria that were not developed through the type of consultative process the report
strongly urges HUD to adopt. This example highlights the difficulties of the joint
decision-making approach advocated in the draft report. It simply will not
always be possible, or even desirable, to obtain agreement between HUD and all
of the various constituencies with a stake in public and assisted housing. HUD
should be willing to listen and fairly consider all of the competing viewpoints,
and should attempt to find common ground where possible. Ultimately, howev-
er, HUD must retain the right to make a decision regarding how to ensure the
proper expenditure of federal housing funds.

Beyond the lack of agreement regarding the criteria the draft report uses to assess
HUD’s monitoring systems, it is important to acknowledge in the report that the
selection of these criteria reflects the opinion of the Academy, rather than any
widely-accepted or research-based protocol. In other words, there is no widely-
accepted research that indicates that these 14 criteria are the proper criteria for
evaluating HUD’s quality-assurance system. In thisregard, we note that the inter-
im report actually identified 8, rather than 14 criteria of a good quality-assurance
system.

5. The draft final report lacks the essential historical and contextual
information necessary to enable the reader to understand the dra-
matic improvements that HUD has made to its monitoring system in
recent years.

We acknowledge that our new system for monitoring the quality of HUD-assist-
ed housing is not perfect. As with any monitoring system, a continual process of
refinement and improvement is necessary to ensure fair and consistent results
and to address the challenges that inevitably arise upon implementation.

The need for further refinement and improvement, however, does not negate the
fundamental point that HUD’s new monitoring system represents a vast
improvement over HUD’s earlier system that is likely to improve residents’ lives
significantly. For the first time, there are now independent uniform assessments
of the physical quality of public and multifamily assisted housing, as well as the
financial viability of the housing providers. HUD also surveys residents to deter-
mine their satisfaction with public housing and collects information on the man-
agement operations of public housing agencies. These systems are vital for
ensuring the quality of HUD-assisted housing.

HUD appreciates the Academy’s efforts to develop recommendations for
strengthening and streamlining our quality assurance systems. By focusing near-
ly exclusively on perceived problems, however, the draft report presents an
unbalanced perspective that fails to acknowledge the extent to which the new
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system represents an improvement over HUD’s prior monitoring systems. For
years, HUD has been criticized by GAO, the HUD Inspector General, and others
for failing to implement independent assessments of the physical quality and
financial viability of HUD-assisted housing. Any fair evaluation of the “big pic-
ture” would acknowledge as its central conclusion that, by implementing inde-
pendent inspections of physical quality and financial viability, HUD has vastly
improved its monitoring system, and therefore improved residents’ lives.

The following statement by the Office of the HUD Inspector General is illustra-
tive of the widespread criticism of the system HUD previously used to monitor
public housing, the Public Housing Management Assessment Program
(PHMAP), which relied on self-assessment and self-certification by public hous-
ing agencies:

In our prior audits, we reported that PHMAP is not always a reliable indicator
of a Housing Authority’s [HA] performance because HUD’s controls did not
assure integrity of the scores and PHMAP performance data did not effec-
tively assess the quality of the subsidized housing stock.... [We] agree with
HUD?’s efforts to establish and implement a standard inspection protocol to assess
the physical condition and quality of public housing. The current process for
evaluating HA performance does not consider the quality and livability of its
housing stock. We also agree with HUD'’s decision to develop the Public Housing
Assessment System (PHAS) to replace the existing PHMAP to provide for a more
complete assessment of HA operations. The current PHMAP process relies
entirely too much on the HA’s self assessment of their performance.!
[Emphasis added.]

In a recent report analyzing HUD’s system of physical inspections, the GAO rec-
ognized the substantial improvement represented by HUD’s new monitoring
systems:

HUD’s establishment of a new physical inspection system is a positive step in
HUD’s effort to address weaknesses in its oversight of multifamily and pub-
lic housing properties. In particular, HUD’s establishment of uniform standards
and inspection procedures helps to address inconsistencies that have existed in
both the way standards were applied to HUD properties and the way physi-
cal inspections were performed. Equally important, HUD’s establishment of
centralized databases for collecting information on properties’ physical condition
provides HUD not only with detailed, readily available information on the
condition of properties, but also with a mechanism that it can use to (1) ensure

1 Audit of HUD’s FY 1998 Financial Statements by the Office of the HUD Inspector
General.

2 HUD Housing Portfolios: HUD Has Strengthened Physical Inspections but Needs To
Resolve Concerns About Their Reliability. General Accounting Office, GAO/RCED—
00—-168, July 2000, p. 28. The GAO report identified some concerns regarding the
procedures the Assessment Center employs to ensure the quality and consistency of
physical inspections. As explained in Appendix 1, HUD has taken steps to address
these concerns and implement GAO’s recommendations.



that deficiencies identified during inspections are corrected; and (2) help HUD
take appropriate action against property owners and housing agencies that fail to
provide housing that is decent, safe, sanitary, and in good repair.2 [Emphasis

added.]

The Academy’s draft report does contain references in passing to the improve-
ment of HUD’s monitoring systems. But the report omits the essential historical
and contextual information necessary to enable the reader to understand the sig-
nificance of these improvements. For example, the report does not provide his-
torical information on the scandals that severely undermined public confidence
in the public and assisted housing industries in earlier decades. The report also
neglects to include quotes or citations to the multiple reports from GAO and
HUD’s IG that criticized the department for relying too heavily on self-assess-
ment by assisted housing providers and for failing to independent verify physical
quality and financial viability. Information on some of the problems with HUD’s
prior monitoring systems, as well as the steps HUD has taken to address those
problems and the achievements of the present monitoring system, may be found
in New Standards for a New Century: The Transformation of HUD’s Systems for
Monitoring and Enforcing the Quality of HUD-Assisted Housing, attached as
Appendix 2.3

Implementation of our suggestions in this area would not require the Academy
to conduct research that is beyond the scope of the report or to change its princi-
pal findings. This is primarily an issue of presentation that could be resolved by
expanding Chapter 3 and the Executive Summary to (a) include the historical
and analytical context necessary to appreciate the extent to which the current
system represents an improvement over HUD’s prior system and (b) more clear-
ly acknowledge this improvement.

On a related point, it is important to underscore and clarify the Academy’s find-
ing (#3) that the independent physical and financial assessments implemented
as part of HUD’s current system should be the foundation for any improved sys-
tem of quality assurance. In other words, the Academy believes we should build
on and improve our current system, rather than starting from scratch. Thisis a
fundamental point that tends to get lost in the presentation that focuses on per-
ceived problems, particularly with the nature of HUD’s consultation with seg-
ments of the industry. We agree with the Academy that there is room for
improvement, but let’s not let the trees obscure our view of the forest. To ensure
that the Academy’s report is not used to undermine the necessity of independent
physical and financial assessments, the presentation should be adjusted to reflect
the importance of building upon, as opposed to tearing down, HUD’s new mon-
itoring system.

3 Thereport may be found on the Internet at: http://www.hud.gov/pressrel/pr00-
307.html.
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6. The discussion of HUD'’s relationships with industry is not bal-
anced.

The draft report focuses on the monitoring system that HUD has implemented
through the newly formed Real Estate Assessment Center, Enforcement Center,
and Troubled Agency Recovery Center. These agencies use similar tools to mon-
itor two different types of federally-assisted housing:

B The 11+ million units of public housing, located in approximately 14,000
developments that are owned and managed by 3,200 local public housing
agencies (PHAs) and

B the 17 million units of multifamily assisted and insured housing, located in
some 30,000 privately owned and operated properties.

The draft report argues at length that HUD has a poor relationship with the hous-
ing industry and that inadequate consultation with the industry has led to indus-
try opposition to HUD’s new monitoring system. Throughout this argument, the
draft report focuses overwhelmingly on HUD’s relationship with one part of the
assisted housing industry: the public housing authorities (or more precisely, the
public housing industry groups). Although the report notes in passing that “the
relationship between HUD and its private assisted housing partners appears rel-
atively collegial,” it does not give this point the prominence it deserves, choosing
instead to focus at length on perceived problems with HUD’s relationship with
the public housing industry.

This is again a question of balance and presentation. If the report is going to crit-
icize HUD repeatedly for a relationship with the public housing industry that the
Academy finds strained, it ought to give credit where credit is due and assign
greater prominence to the finding that HUD has maintained a positive relation-
ship with the assisted housing industry, despite implementation of a monitoring
system that is remarkably similar to that applied to public housing. There are
actually more multifamily assisted units (1.7 million) than public housing units
(L1+ million). HUD’s relationship with the multifamily assisted housing indus-
try is every bit as important as its relationship with the public housing industry.

The multifamily industry’s acceptance of HUD’s new monitoring system is yet
another reason to question the assumption implicit in the draft report that the
alleged inadequacy of HUD’s consultation with industry in the development of
HUD’s new monitoring system reflects a substantive — rather than a procedural
— flaw. HUD uses the same physical inspection protocol to assess the condition
of both public housing and multifamily assisted housing. Yet one segment of the
industry — the multifamily assisted housing industry — is largely comfortable
with the protocol (even as it works constructively with HUD to refine and
improve it), while another (the public housing industry) rejects it. It is hard to
see how this state of affairs necessarily leads to the conclusion that the physical
inspection protocol is flawed.



With respect to public housing, HUD acknowledges that there is room for
improvement in its relationship with the public housing industry. Itis important
to remember, however, that relationships are two-way streets. The draft report
places nearly all of the blame for the current state of relations on HUD. A more
balanced approach would acknowledge the possibility that the tension between
HUD and the public housing industry over PHAS may be due only partly to
HUD’s actions.

There are good reasons to expect that the public housing industry would be
more resistant than the multifamily housing industry to HUD’s new assessment
system. While the multifamily assisted housing industry was subject to outside
inspections prior to HUD’s establishment of its new uniform physical inspection
protocol, the public housing industry was not. In addition, the outcomes of
HUD’s assessments may affect the bonuses and other conditions of employment
for directors of public housing agencies. Indeed, some local boards review their
agency directors principally on the single PHAS score alone. Moreover, the statu-
tory consequences for a PHA that fails to recover from troubled status in a speci-
fied time-period — automatic receivership — are greater. These are some of the
many factors that may account for the differing reactions of the public housing
and multifamily housing industries beyond HUD’s own actions.

This is not to say that HUD bears no responsibility for the current state of rela-
tions. In retrospect, it may have been wiser to have proceeded somewhat more
slowly and conduct more consultations with industry prior to issuing the initial
proposed rule. But that was several years ago. In the interim, HUD has taken sub-
stantial steps to improve its relations with the public housing industry, engaging
in multiple lengthy consultations and making substantive changes to the inspec-
tion protocol and other aspects of the system in response to industry concerns.
Rather than focusing so heavily on industry concerns with the start-up phase of
the new system, the draft report should focus on the present and acknowledge
that HUD has made substantial progress in responding to industry concerns.

The following are some additional recommendations with respect to the draft
report’s discussion of HUDs relationship with the public housing industry.

B The report should acknowledge that HUD and the public housing industry
are working together successfully on other issues, such as the implementa-
tion of the many rules required by the Quality Housing and Work
Responsibility Act of 1998. This suggests the conflict between HUD and the
public housing industry may be due more to the substance of the new moni-
toring system — and in particular, to the introduction of independent assess-
ments of physical condition and financial viability — rather than historical
bad blood. The draft report does note that the public housing industry feels
more comfortable with the system HUD uses to assess performance in the
Housing Choice Voucher program, the Section 8 Management Assessment
Program (SEMAP). That system, however, relies primarily on self-certifica-
tion and does not include an independent assessment of the physical condi-
tion of the subsidized units.
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B The latest draft does a better job of specifying when assertions in the report
represent the opinion of the public housing industry, as opposed to facts that
have been independently confirmed. Nevertheless, the draft report still con-
tains some points that should be labeled as public housing industry asser-
tions, rather than conclusions of fact. Some of the specific places where this
occurs are noted in Appendix L

B Itisimportant to recognize that the residents of public housing have a stake
in the outcome of the monitoring process that is every bit as great (if not
greater) than the public housing agencies. In comparison with the public
housing agencies, however, the residents have far fewer resources to form
industry groups and to hire lawyers and experts to analyze HUD regulations
and procedures. Therefore, in addition to meeting regularly with resident
representatives, HUD seeks to protect residents’ interests in safe and decent
quality housing through the establishment of a monitoring system that eval-
uates the physical quality, financial viability, management operations and res-
ident satisfaction with public housing. The need to protect residents’ rights
to decent and safe living conditions is one of several reasons why HUD can-
not agree to a system where the litmus test is widespread agreement by the
public housing agency industry groups. These groups represent only one of
the many sets of important interests HUD must balance in fulfilling its gov-
ernmental responsibilities.

7. The draft report seeks to reopen a debate on the devolution of feder-
al housing programs that Congress just recently resolved.

A theme running throughout the report is that there needs to be greater devolu-
tion of authority to local officials. This theme informs, among other things, the
conclusions that PHAs should be able to choose how they are evaluated (see rec-
ommendation 3) and that the goals and standards of HUD’s monitoring system
must be agreed upon by the public housing industry (see recommendation 1).
On pages 59 through 62, and in Recommendation 3 (page 101), the draft report
extends this theme to recommend substantial additional deregulation and devo-
lution of control of federal housing programs to local housing agencies.

As an initial matter, HUD notes that, in Section 563 of the Quality Housing and
Work Responsibility Act of 1998, Congress requested that this study be con-
ducted “to determine the effectiveness of various alternative methods of evaluat-
ing the performance of public housing agencies and other providers of federally
assisted housing.” The draft report’s broad arguments in favor of deregulation
and devolution appear to be outside the scope of the specific study requested by
Congress.

With respect to the substance of these arguments, HUD agrees that devolution
is an important objective. However, we do not agree with the draft report’s
attempt to reopen the debate on this subject that Congress has recently com-
pleted. Although the report devotes considerable attention to the issue of devo-
lution, it neglects to note that Congress has just completed a three-year debate
on the subject of devolution of federal housing programs. In the course of that



debate, Congress considered a wide spectrum of different devolution options,
including a block grant approach. That debate culminated in a widely support-
ed compromise — the Quality Housing and Work Responsibility Act of 1998
(QHWRA) — that substantially increases the flexibility of local housing agen-
cies, while retaining federal oversight. (The conference report on the FY 1999
VA-HUD appropriations act, which included QHWRA, passed the Senate 96-1
and the House 409-14.)

An example of the devolution compromise forged by QHWRA is in the area of
housing admissions. Under prior Federal law, housing agencies were required to
give preference to certain categories of households — e.g., households paying
more than half their income for rent and households living in substandard hous-
ing, including the homeless. Public housing agencies opposed these “Federal
preferences,” arguing that they should have greater freedom to choose who to
serve and be able to set admissions preferences that achieve a mix of incomes in
public housing. While acknowledging the legitimacy of the public housing agen-
cies’ position, HUD was concerned that this would lead to a reduction in the level
of assistance provided to poor households — the group most likely to have severe
housing needs. Asa compromise, QHWRA permanently eliminated federal pref-
erences and allowed housing agencies to devise their own admissions prefer-
ences so long as at least 40 percent of the households assisted each year in pub-
lic housing have extremely low-incomes. This gives public housing agencies sub-
stantially greater discretion to set admissions preferences.

Having just completed a three-year debate on devolution in housing that led to
legislation that greatly expanded the discretion of local housing agencies, the
prudent course would seem to be to wait and see how the new legislation works
out. With many of the QHWRA provisions only going into effect in October
1999, it is obviously too early to tell if additional devolution is warranted.

The same point applies to the draft report’s recommendation that the
Department substantially expand the Moving-to-Work demonstration (which is
again outside the scope of the study mandated by Congress). The draft report
calls this the “Moving to Work program” (p. 61), but it is in fact a demonstration
designed to test the effects of providing local agencies with substantially expand-
ed discretion. The results of that demonstration are not yet known. Until the
results are in, it would be imprudent to expand this demonstration.

We appreciate the work of the Academy and your consideration of our com-
ments.

Attached to this overview are two appendices. The first appendix provides spe-
cific page-by-page comments. The second appendix includes a recent HUD
report that describes the rationale for and achievements of our new monitoring
system.
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APPENDIX 1

In this Appendix, we supplement our general comments with specific comments
on the draft final report. We begin by commenting on The Academy’s four rec-
ommendations. We then proceed to comment on the balance of the report in
page order.

The Academy’s Recommendations

Recommendation 1. A Modified Approach. The panel recommends that HUD contin-
ue to modify its current quality-assurance system for HUD-assisted housing programs,
and should move toward a hybrid approach that blends elements of its current system
with characteristics of other approaches to incorporate all the characteristics of a good
quality- assurance system.

The recommendation further states that elements of a good quality-assurance
system missing from HUD’s current system are:

B Widespread agreement on the system’s goals and standards,

B The use of self-assessment and peer-review process to motivate continuous improve-
ment processes within housing provider organizations,

B Use of internal quality-assurance process by housing providers, and

B Provisions for community and resident involvement in developing and implement-
ing improvements.

HUD’s Response

The Academy’s suggestion that elements are missing from HUD’s assessment
system is not probative for the following reasons:

1. Widespread agreement on the system’s goals and standards. Congress provides
funds, through HUD, to enable housing providers to provide decent, safe
and sanitary housing to low income families. HUD, and only HUD, is
accountable to Congress regarding the use of funds appropriated for public
and assisted housing; Congress has not divided accountability between
HUD and the industry. In addition, Congress specifically requires HUD to
assess the performance of public housing agencies (PHAs). This fiduciary
responsibility, by its nature, requires HUD to make decisions and establish
standards that may not always be popular, but are necessary to ensure the
proper use of Federal funds.

HUD developed its assessment processes through the rule-making process
in accordance with the Administrative Procedures Act (APA), which provides
a specific structure for the consideration of comments by members of indus-
try and other stakeholders. In accordance with the APA, HUD published the



regulations for public comment. The proposed rules clearly outlined the Comments
assessment standards to be applied to providers of HUD-assisted housing.
Housing providers were afforded the opportunity to have input on these
standards. Later, HUD published for comment the notices describing the
scoring methodology of each of the four assessment components of the
Public Housing Assessment System (PHAS). After receiving public com-
ment, HUD published the rules in final form. In the case of PHAS, HUD went
through the process twice. This afforded the industry ample opportunities to
provide input on the system and effect the outcome of those standards. In
addition, HUD has met continuously with industry representatives through-
out the entire process to obtain feedback.

HUD will continue to consult with members of the assisted housing industry
and other stakeholders and welcomes their input. In order to fulfill our fidu-
ciary and statutory responsibilities, however, HUD must maintain ultimate
responsibility for the programs for which we have statutory oversight author-
ity. Were HUD to agree to act only where there is “widespread agreement”
among one set of stakeholders, we would be unable to ensure the fulfillment
of our statutory mission to provide housing that is decent, safe, sanitary and
in good repair.

2,3. Use of self-assessment and peer review processes to motivate continuous improve-
ment within housing agencies and use of internal quality-assurance process by
housing providers. As discussed in comment #4 of our principal comments,
we do not agree that HUD should expand its monitoring systems to require
these additional elements. However, HUD would not oppose the voluntary
adoption of self-assessment, peer review or internal quality assurance by
housing providers. Housing agencies are always free to exceed the minimum
requirements set by Federal law. To the extent that these agencies find it
helpful to engage in self-assessment, peer review, or internal quality-assur-
ance procedures, they are encouraged to do so.

4. Provisions for community and resident involvement in developing and implement-
ing improvements. Itisimportant to note that HUD’s current system for mon-
itoring public housing includes a resident survey developed in consultation
with PHAs and resident industry representatives. Each year a survey is sent
out to a statistically valid sample of residents in the PHA. The survey asks
questions related to various aspects of the PHAs performance, such as main-
tenance, management services, safety and services. The results of the survey
are scored and the survey accounts for 5 points of the 10 points available for
the Resident Service and Satisfaction Indicator in HUD’s Public Housing
Assessment System. In addition, the PHAS Advisory Committee has two
members that are residents, ensuring resident input into the system.

HUD will give careful consideration to the report’s recommendation for fur-
ther resident and community involvement in the assessment process.
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Recommendation 2. Operational Improvements. The panel recommends that HUD,
in consultation with affected parties, make the following urgent refinements to its new
quality-assurance system. The modifications should be made in an open consultative
environment where all parties have access to information about the changes, and
should be thoroughly tested.

The Academy recommends five modifications:

Finalize and implement the appeals process for PHASs.

Enhance HUD’s capacity to administer the system.

Upgrade the capacity of housing providers.

Continue refinement of the assessment tools.

Retain existing distinctions in current assessment practices among the three assist-

ed housing programs, but move PIH’s approach to correcting physical deficiencies
closer to the Office of Housing’s mode.

HUD Response

Finalize and implement the appeals process for PHAs. This recommendation
has already been implemented. In partnership with REAC and with input
from the industry, HUD’s Office of Public and Indian Housing has developed
an appeals process for PHAs. In the summer of 2000, we solicited nomina-
tions from the industry for PHA representatives on the Boards of Review.
HUD distributed ballots to each PHA so that it could vote for the representa-
tive in its area. PIH, REAC and PHA representatives serve on each of the 26
regional Boards to assure a balanced view of each appeal. Each Board mem-
ber or alternate is required to attend Board training. At the Board training
they are presented a draft PHAS Appeals Guidebook and asked for com-
ments on changes at the conclusion of each session. Comments on the PHAS
garnered during these sessions are referred to the PHAS Advisory Committee
for consideration. One training session has been completed and two others
are scheduled for November and December.

Enhance HUD’s capacity to administer the system. HUD acknowledges that
there were difficulties in accessing its computer system. HUD has taken
action to upgrade its computer infrastructure with the addition of more
servers in a clustered environment to facilitate easy access, especially in peak
usage periods. The cluster environment has been stress tested and has with-
stood real testing during a peak submission period. HUD will add addition-
al servers should the demand warrant.

Upgrade the capacity of housing providers. HUD has undertaken extensive
efforts to upgrade the capacity of housing providers by:



Providing almost 100 training sessions to providers over the last two years at
industry meetings and trade shows to over 6,000 attendees. These trainings
include numerous sessions personally conducted by the Assistant
Secretaries for Housing and for Public and Indian Housing, as well as by
other senior HUD staff, at locations throughout the country.

Providing monthly training classes in the physical inspection process at no
cost to PHAs, other than for travel and related expenses.

Developing a physical inspection training program that is available from
training vendors for a fee, much as training is available for other program-
related information.

Providing the physical inspection software through the Internet and on com-
pact disc at no cost.

Providing, through HUD Internet web pages, copies of all assessment crite-
ria, guides and other related information about the assessment process.

Designing the assessment systems to enable PHAs and other housing
providers to work on-line, eliminating the necessity for them have to buy or
upgrade their software.

Continue refinement of assessment tools. HUD agrees that it should continue to
refine its assessment tools, particularly when the refinement results in
increased accuracy and reliability of the outcomes. HUD’s outcome-based
assessments ask: Is the housing in decent, safe and sanitary, and in good
repair; Is the agency in good financial health; Is the agency managing its oper-
ations adequately; Are the residents satisfied? HUD welcomes feedback on
ways to refine its protocol to better measure these outcomes.

The Academy is also recommending that HUD add a fair housing component
to the assessment system. HUD notes that four questions regarding accessi-
bility by persons with disabilities are included in the physical inspection
process. PHAS generally does not measure regulatory compliance; neverthe-
less, HUD will give careful consideration to the Academy’s recommendation
that we expand the assessment to evaluate compliance with other fair hous-
ing objectives.

The Academy further suggests that HUD revise the inspection process to add
a step in which HUD would consult with housing providers before issuance
of the official scores. HUD believes that the current process gives providers
an ample opportunity to raise issues and address their scores before they are
finalized. The current inspection process requires the housing provider to
accompany the inspector throughout the inspection. Inspectors are required
to advise providers of findings, when requested. HUD has implemented two
regulatory processes to resolve any issues that may be raised by the housing
provider. The first is a technical review process to addresses alleged inspec-
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tor errors. Under this process, the housing provider can request that REAC
review a score in light of alleged inspector error, such as a building count
error, a unit count error or an allegation that a particular deficiency does not
exist. (In order to prevent personal conflicts between the inspector and the
provider, such requests are made to REAC rather than directly to the inspec-
tor.) The second process provides for database adjustments for matters such
as code variances, items (such as streets) not owned by the housing provider,
and modernization work in process. Requests for database adjustments may
be made before or after the inspection. Both processes document any
adjustment to the report on the condition of the property and the scoring.

B Retain existing distinctions in the current assessment practices among the three
assisted housing programs, but move PIH’s approach to correcting physical defi-
ciencies closer to the Office of Housing’s models. Although the thrust of this rec-
ommendation is unclear, it would appear to recommend that HUD not
adhere to the governing statute, which specifies the procedures for dealing
with deficiencies. The referral to the Enforcement Center on the PIH side is
driven by statutory requirements. Under the statute, if a PHA fails to achieve
standard performance within two years of troubled designation, we must
seek either administrative or judicial receivership. (The Enforcement Center
manages this process.) After the first year of troubled designation, the PHA
must achieve 50% of the points necessary to obtain a passing score or be
referred for receivership. And finally, in determining “troubled” status, any
PHA that has wide-spread physical condition problems must be deemed
troubled. The statute thus bars HUD from applying the referral procedures
in the Office of Housing to the public housing context.

Recommendation 3. Systematic Improvements. The Panel recommends that HUD
redesign the following aspects of its new quality assurance system for assisted housing
to “achieve greater simplicity and flexibility and increase its focus on outcomes.” The
Academy recommends eight additional actions.

HUD Response

L Conduct an effective process of consultation consistent with the principles cited in
Chapter 2, to reassess and reach agreement on the outcomes that the assessment
system should measure. As discussed in our principal comments, we agree that
itis important to engage in consultation with all of the relevant stakeholders,
including industry, but we cannot agree to a litmus test of “widespread agree-
ment” as a condition for implementing much-needed reforms of our moni-
toring systems.

2. Provide flexible, tailored approaches to quality assurance. The Academy sug-
gests that HUD allow housing providers the flexibility to use other means of
obtaining assessments based on “agreed-upon” goals. The Academy does not
explain, however, how such other means would result in a more accurate or
reliable assessment. HUD strongly believes that there needs to be a single



definition of what constitutes decent safe and sanitary housing that applies
to all types of HUD-assisted housing.

Approve the use of private services. The draft report does not explain why
uncertainty and inconsistency should be introduced into the system by
empowering additional entities to conduct the physical inspections. What
advantage would such private inspections have over HUD’s inspections? In
addition, it is important to note that HUD’s Inspector General has criticized
HUD for allowing PHAs to select their own auditing firms.

Reduce data collection requirements to alleviate administrative burdens. HUD
would welcome specific suggestions for streamlining its data collection
requirements, but the report does not include an analysis or reasons why the
data collection provisions contained in the current system are excessive.

Enhance flexibility at the local level to achieve outcome goals. See HUD’s princi-
pal comments on the Academy’s recommendations concerning deregulation.

Manage PHAs through performance contracts. HUD will give due considera-
tion to the Academy’s recommendation for the use of performance-based
contracts as a supplement to the current assessment system. Performance-
based contracts have both advantages and disadvantages over the standard
contracting methods that warrant further consideration. The design and
monitoring of such contracts can present a significant administrative bur-
den, particularly where they allow for the waiver of generally-applicable reg-
ulatory or statutory requirements. Because many of these requirements were
designed to protect residents or safeguard important governmental process-
es such as procurement, waivers need to be considered on a case-by-case
basis, which is extremely time-consuming.

Extend special assistance to near-troubled housing. HUD already does this.
With respect to public housing, the field offices utilize a risk based analysis to
identify need and target technical assistance to PHAs that have deficiencies
but are not designated troubled. The field offices provide technical assis-
tance to multifamily assisted housing providers as part of problem analysis
on projects scoring from 31 to 59. The field offices also analyze management
practices in management reviews and financial performance in the annual
financial statements. The Office of Housing designates near-troubled
providers as those scoring 45-59 on our physical inspections. In addition to
providing them with technical assistance, HUD requires such near-troubled
providers to have a written repair plan and conducts intensified field office
monitoring, including annual inspections.

Enhance HUD staff capacity. The Department has initiated a Resource
Estimation and Allocation Process to identify workload and staffing issues
and ensure it has adequate capacity to administer and oversee its programs.
In addition, as the draft report notes, HUD has moved to a system of contract
administrators to ease workload issues with respect to multifamily assisted
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housing. Within PIH, the creation of various processing centers is removing
work from the field staff’'s scope of responsibility, thereby giving them more
time for performance monitoring, technical assistance and interfacing with
PHAs. Finally, we note that there is an annual training plan for both Housing
and PIH to address training needs.

Recommendation 4. Governance Improvements. The Panel recommends that HUD

actively seek to improve its relationship with the assisted housing industry, and the
public housing industry in particular, by transforming its style of governance from a
regulatory and enforcement approach to a more balanced approach based on consul-
tation and, where appropriate, collaboration.

The Academy recommends that HUD initiate the following;

Housing Quality Board.
Consultative Rulemaking
Resident and Landlord Role in the Assessment Process

Regular Meetings between HUD and Residents of HUD-Assisted Housing.

HUD Response

We have previously discussed our concerns with a joint decision-making model.
We are open, however, to consulting with all of the relevant stake-holders.

L

Housing Quality Board. HUD has already begun to implement this recom-
mendation, establishing a Committee that will be responsible for many of the
functions envisioned under this paragraph. This Committee is composed of
PHA representatives, PIH and REAC representatives, a physical inspection
contractor, an IPA and PHA. The PHA representatives were selected in con-
sultation with the industry groups and the resident representative was select-
ed in consultation with a resident organization. At the initial meeting, the
first agenda item was the classification of the Board. There was a discussion
of whether the Board should be convened under the Federal Advisory
Committee Act (FACA) or simply be an unofficial advisory board that pro-
vided individual advice to the Assistant Secretary. It was that Board’s recom-
mendation that PIH attempt to seek approval to convene a FACA board. The
Department is in the process obtaining all clearances necessary in establish-
ing an advisory board under FACA.

Consultative Rulemaking. Asrequired by law, HUD follows the Administrative
Procedures Act and HUD implementing regulations at 24 CFR part 10 in the
rule-making process. This is an inherently consultative process, providing an
opportunity for input from a wide range of stakeholders. With respect to a
number of issues in the Quality Housing and Work Responsibility Act of
1998, Congress specified a process of negotiated rulemaking, which we con-



ducted. Inlight of the substantial administrative burdens posed by negotiat-
ed rulemaking, HUD does not recommend extending this form of rulemak-
ing beyond the situations specified by Congress.

Of course, our consultation has not been limited to the formal rulemaking
process. As explained in documents earlier provided to NAPA, HUD has met
numerous times with both the Public Housing and Multifamily industry
before, during and after the rule making process for both the UPCS and
PHAS rules. In addition, HUD published the PHAS rule, not once but twice
for public comment. We would welcome further comments from any and all
stakeholders.

3. Resident and Landlord Role in the Assessment Process. HUD’s assessment
process includes a resident survey designed to measure their satisfaction
with their housing. Thisis the first procedure that HUD has ever adopted for
allowing direct resident input into the assessment process. In addition, the
Office of Housing’s regulations on physical inspections, which are at OMB
for review, establish expanded resident access to inspections and opportuni-
ty to comment in the field. (This portion of the regulation would be pro-
posed for comment, since it is an expansion not contemplated in the pro-
posed rule.) Finally, the Department’s Community Builders provide an
established mechanism for residents and communities to express concerns
and for HUD to have structured interaction with communities about issues.

4. Regular Meetings between HUD and Residents of HUD-Assisted Housing. The
Office of Housing has regular meetings with the National Association of
HUD Tenants, and periodic “eyes and ears” meetings between high level
Headquarters Housing officials and resident groups. At a national level,
PIH’s Assistant Secretary and senior staff meet regularly with public housing
residents and their representatives. In addition to other activities, the groups
representing public housing residents have conferences several times yearly
in which the Assistant Secretary and senior staff participate in depth.

Additional Comments, organized by page number:

Page ix. We object to the report’s decision to single out the Office of Public and
Indian Housing (PIH) for special criticism. Such criticism assumes, without jus-
tification, that HUD (and specifically PIH) is primarily to blame for the perceived
tension between HUD and the public housing industry over PHAS and neglects
to account for the logical explanations for the different reaction of the public
housing and multifamily industry. See principal comment 6, above.

Page x. Second full paragraph, the office title of “Office of Troubled Housing
Recovery” should be the “Office of Troubled Agency Recovery.” This office was
not established as a result of a reorganization. PTH was reorganized to add the
Troubled Agency Recovery Centers (TARCs) under its Office of Troubled Agency
Recovery.
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Page xii. One way to give the report more balance would be to change the
order in which the findings are discussed to: (1) findings on HUD’s current
system; (2) findings on other approaches; and (3) findings on consultation and
relationships.

Page xii (and p. 40). Under Finding 1, first sentence, the statement that public
housing authorities (PHAs) are created under state laws is not always accurate.
Sometimes the enabling legislation is found with the locality. In addition, the
relationship between PHAs and local governments is more complicated than that
stated in the report. While some PHAs are departments of local governments,
others are quasi-governmental entities that are not directly part of local govern-
ments. Moreover, while some PHAs have good working relationships with their
local governments, other such relationships are strained. The need for HUD to
balance the sometimes contrary views of PHAs and local government officials
represents another reason why HUD cannot agree to always set standards joint-
ly with PHAs.

Page xv. Firstbullet. Ensuring the accuracy and replicability of HUD’s physical
inspections is a high priority for HUD. As aresult of changes made to our inspec-
tion protocol earlier this year and the adoption of quality assurance recommen-
dations made by GAO, we believe the system produces highly accurate and
replicable results.

While the July 2000 GAO report identified some concerns regarding the proce-
dures REAC employs to ensure the quality and consistency of physical inspec-
tions, it noted that REAC has recently taken a number of actions to strengthen its
quality assurance procedures. The Center is incorporating refinements of these
procedures identified both through its own experience and by the GAO. In par-
ticular, REAC has developed an inspector tracking system that will enable it to
identify and take corrective action in the event that inspectors do not perform to
standards. In addition, new contracts for inspection services will upgrade the
contractors’ quality control activities by integrating them with the overall REAC
quality assurance plan. Finally, REAC is continuing its practice of testing the reli-
ability of its inspection protocol to maximize consistency and objectivity. As
requested by Congress, the REAC is presently conducting a statistically valid test
of the physical inspection protocol and conducting a thorough analysis of the
results; both the methodology and the results will be reviewed by an independ-
ent expert to determine whether additional improvements are needed to ensure
high quality and consistent inspection results.

With respect to HUD’s adoption of its quality assurance recommendations,
the GAO report states:

In our view, this is a very positive step toward providing HUD man-
agement, the Congress, and others with information for assessing
REAC’s progress in achieving key objectives, such as ensuring that the
inspection contractors are complying with the terms of their contracts,
inspectors are performing inspections consistently with REAC’s



inspections protocol, and inspection scores that accurately reflect the
condition of properties being assessed.

Page xv. Third bulleted paragraph. PHAS has provided flexibility to deal with
local situations without using the appeals process. For example, in cases where
the streets do not belong to the public housing agency, PHAS provides for data
base adjustments. Upon notification from the PHA and verification, REAC will
make a data based adjustment and zero out any points deducted as aresult of the
noted deficiency. The PHA can request this adjustment before the inspection or
up to 15 days following the inspection. Misunderstandings and obvious errors
can be corrected either by data based adjustments or technical reviews. Both of
these processes can be instigated before a final score is rendered.

Page xvii (and 93). The meaning and significance of Finding 10 would be clear-
er if the underlined text were inserted in the last sentence of this finding: . .
Therefore, none of the other approaches considered could be a substitute for
HUD'’s current approach in order to fulfill this essential core mission of HUD.”
We assume this is the intent of this finding.

Page xx. The draft report states that, in response to industry consultations, HUD
has only been willing to change the “definitions of deficiencies” and that we
haven’t made changes to the “formula factors used to convert inspection findings
into official scores.” This paints a misleading picture of the actual consultation
process. During the intensive consultation sessions referenced in the draft
report, the industry representatives requested that HUD make changes in both
the definitions and the formulas. At the time, HUD articulated its position that
we should only change one thing at a time. In other words, if we changed defini-
tions we should not change weights so that we could evaluate what change
achieved the desired results. HUD informed the group that it would be willing to
change weights and criticalities at a later date if the initial changes did not achieve
a satisfactory result.

Page 2 (and 61). The assertion in footnote 4 that “HUD’s Office of Public and
Indian Housing (PIH) is contracting for a consultant study to identify which ofits
requirements are statutory and which are administratively determined” is plain-
ly wrong. The referenced study is actually for work contributing to a compliance
monitoring guidebook. The contractor will be assembling, as one part of the
information the guidebook will provide, a compendium of the origin of the vari-
ous compliance requirements. They will be ascertaining that information from
HUD and will simply incorporate it into the guidebook. To say that HUD is not
certain which of its requirements are statutory and which are administratively
required is both inaccurate and professionally insulting. (This error is repeated
onp.6l)

Page 4. The second bulleted paragraph is “Office of Troubled Housing
Recovery.” The office to which it refers is the “Office of Troubled Agency
Recovery.”
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Page 9. There actually is a self-assessment component to PHAS. Under the
Management Assessment Sub-System indicator, PHAs must measure their per-
formance in light of preset criteria (sub-indicators).

Page 13. The legislative proposals cited have not received any action or discus-
sion in Congress. While they are potentially important because they were intro-
duced by the chair of the housing subcommittee, it is premature for them to be
published in the report.

Page 33. Scoring the Public Housing and Section 8 Project-Based Properties.

Troubled in One Area. APHA is designated as “troubled” if its overall performance
does not meet the assessment requirements. Additionally, a PHA is designed as
a troubled performer if it has failed to achieve 60% of the points in one of the
three areas, management operations, financial condition or physical condition,
but possesses an overall score of 60% or better. To differentiate a PHA that fails
only one assessment component from those that fail the overall assessment,
HUD refers to the PHA as having substandard management operations, or sub-
standard financial condition, etc. HUD generally does not use the term “troubled
in one area.”

Overall Troubled. A PHA is designated as “troubled” when it fails to achieve an
overall passing score or it fails to achieve a passing score in one of the three major
areas. There is no separate designation of “Overall Troubled” The PHAS
Amendments Final Rule uses this as a descriptive term under the “Troubled per-
former” section.

Page 34. The draft report does not provide sufficient detail on the incentives
that HUD has instituted for high performers. PHAs that received 90% or more
on the physical condition indicator will be inspected only every other year.
Additionally, high performers receive a 3% bonus in capital funds (eventually
going up to 5%) and can file streamlined PHA Plan templates. For Multifamily
Housing providers the change to the uniform physical inspection standards has
created benefits for all providers, and increased benefits for high-performing
housing providers. Prior to the uniform standard inspections, owners of FHA
insured properties could be inspected by both HUD and the lender in a given
year, two inspections covering the same property but using somewhat different
standards. Now mortgagees and HUD will use the same standards. Providers
will have only one inspection from either entity, and high performers, those scor-
ing 90 or above, will be inspected every three years. Those scoring 80-89 will be
inspected every two years. Only those properties scoring below 80 will be
inspected every year.

Page 37. The third sentence in the last paragraph is inaccurate. The report states
that a score of 60 “is one point above failing.” This is inaccurate. Any score less
than 60 (i.e., 59.89) is failing.



Page 38. The report states that “[tlhe TARCs are already beginning to see “repeat
offenders” because support may have been discontinued too soon.” This is incor-
rect; we have no repeat offenders in the TARCs. The program has not been in
existence long enough for this trend to be revealed.

Page 39 - 40. Thereportasserts thatan “adversarial relationship” exists between
HUD and PHAs, and is a reflection of a “skepticism within the department that
PHAs can act responsibly.” The report also uses the term, here and elsewhere,
“HUD culture.” Contrary to the assertions in the report, PIH does not believe it
has an “adversarial relationship” with PHAs. PIH considers its relationship with
PHAs to be that of a steward of the public trust, but also a partner. PIH does not
view PHAs as “subordinate components of HUD,” but rather as PIH’s local part-
ners. Key decisionmakers in PIH are former PHA executives and are sensitive to
the concerns and challenges faced by PHAs. PIH routinely collaborates with the
industry in training and technical assistance activities, as well as on implementa-
tion of regulations implementing Quality Housing and Work Responsibility Act
(including three negotiated rulemakings). Using the phrase “HUD culture” is
unnecessarily pejorative and implies that all relationships and every interaction
is governed by an outdated bureaucratic view of PHAs. One of the major thrusts
and accomplishments of Management 2020 is the reform of HUD’s top-down
bureaucracy with a new customer-friendly structure that is closer and more
responsive to its customers, one that frees more staff time in field offices for work-
ing with PHAs and their communities.

Page 41. In the discussion of administrative and regulatory requirements placed
on providers, the report properly credits HUD for reducing administrative bur-
dens, mentioning the conversion of the PHDEP and CIAP programs from compet-
itive to formula grants. It is very important to recognize that the PHA Plan was
developed, in part, to streamline the number of grant and programmatic submis-
sions to HUD. The PHA Plan itself has reduced submission requirements for small
and high performing PHAs, and HUD recently issued a streamlined format under
which small, non-troubled PHAs will provide a simple update as their second and
fourth year annual submissions. PIH is also committed to providing the PHA Plan
template as an Internet-based tool that can be more easily filled out and submitted.

Page 41. The comprehensive grant program and the modernization program are
the same program.

Pages 41 and 101. Here and elsewhere, the draft report discusses the need for
greater flexibility and autonomy for public housing agencies. One potential con-
sequence of increased autonomy, however, is increased potential for violations of
civil rights. Itis important to ensure enforcement of civil rights laws.

Page 42. In the last sentence there is a typo. The phrase “oversight or multifam-
ily properties” should be “oversight of multifamily properties.”

Page 43. The panel discusses the perceptions of the industry that HUD has not
consulted effectively on the standards by which the PHAs are to be assessed.
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Further, the panel concludes that these perceptions appear to have merit based
on a definition of effective consultation derived mostly from prior research con-
ducted by the Academy.

However, as the draft report acknowledges, HUD “conducted extensive meetings
with PHA representatives over a three-month period in late 1999 that led to
changes in the descriptions of 65 percent of the physical assessment protocols”
(page 43), the department “held a number of meetings with industry representa-
tives to listen to their concerns, and is continuing its efforts to resolve [] issues”
(page 52), “HUD is developing final guidelines for the PHA appeals process in
consultation with PHA representatives” (page 56) and HUD has taken addition-
al steps “to involve the public housing industry in the quality-assurance system
by establishing a 12-member PHAS Advisory Panel (page 40). In HUD’s view,
these actions do provide evidence of effective consultation.

Page 43. The draft report states that the system creates pressure to correct any
and all physical deficiencies immediately to raise scores. HUD is grateful to hear
that PHAs are making improvements as a result of the deficiencies identified
through the physical inspection system,; this will lead to improvements in the
lives of residents. HUD strongly doubts, however, that PHAs will make irrational
repair decisions as a result of the PHAS system. Many PHA administrators are
seasoned professionals who are used to balancing competing priorities and man-
aging them in the best interest of the PHA. The Uniform Physical Condition
Standard (UPCS) and the physical inspection protocol are designed to be used as
a tool for the PHA to identify areas of weakness in their physical condition.
Properly utilized, this tool will assist the PHA in determining is priorities.

Page 44. The panel contends that HUD’s instruction to the contract inspectors
not to discuss the inspectors finding during the inspection prevents the resolu-
tion of misunderstandings and the correction of errors. However, the physical
inspection scores are posted by development as they become available thus giv-
ing the HA the opportunity to correct misunderstanding and obvious errors
through either a request for a data base adjustment or technical review without
overburdening the appeals system.

Page 46. Itis incorrect to state that there have been “frequent system changes”
to MTCS. All the changes necessitated by QHWRA were made in one iteration.
HUD has also provided for ample time and training for PHAs to implement the
new system.

Page 47. This section discusses the fact that PHAS is not the only change that the
PHAs have to assimilate. The panel attributes this to “HUD’s desire to produce
rapid results.” However, the timing of most of the rules implementing QHWRA
is statutorily driven. The required date for implementation of QHWRA’s many
provisions are specified in detail in the statute and are beyond HUD’s control.

Page 47. The Academy reports an industry claim involving the “secrecy sur-
rounding scoring system” for PASS. In fact, there is no “secrecy” surrounding the



PHAS scoring system. HUD has published detailed scoring notices for all PHAS
indicators in the Federal Register and on its web page.

Page 49. In footnote 48, it should be noted that the most recent version of the
Allard bill excludes public housing from its state housing block grant proposal.

Pages 50, 63-64. The report first discusses the Office of Housing contracting
out administration of their Section 8 HAP contracts including monitoring and
oversight. It then states “For the Section 8 tenant-based program HUD has decid-
ed to rely on audited PHA self-assessments, which greatly reduces demands on
HUD staff,” thus giving the impression that this is not a significant workload
item. This is not correct. SEMAP is only a risk management tool and the assess-
ment, monitoring and oversight is still done by HUD staff. While the Financial
Management Center receives Financial Statements, the analysis of the statements
is still done by PIH field staff. It should be noted that the HAP contracts are
entirely different for both programs and the study is comparing total oversight
and monitoring in Housing with what is only an assessment tool in PTH.

PIH recognizes that, in order for Management 2020 to succeed, it indeed has to have
the right people with the right skills in the right place. It is correct that with the
downsizing PIH lost many skilled and knowledgeable staff, but the organization has
been taking measures to ensure that it continues to fulfill its role of monitoring and
assisting PHAs in achieving success in the implementation of HUD programs. PIH
has made a substantial effort to fine-tune the new organization, recruiting staff for
the centers and offices, developing and implementing protocols and coordination
mechanisms between the new organizational components, developing systems, and
developing and implementing training for HUD staff and PHAs. Among other
improvements, the establishment of the Section 8 Financial Management Center
has substantially reduced the workload of the field. These efforts are ongoing.

The statement “the majority of PIH’s current field staff have never worked for a
PHA” gives the unsubstantiated impression that it was different in the past. When
added to the second part of the sentence “and a considerable number are former
single-family housing specialists who transferred from the Office of Housing with
little or no formal training in the public housing arena,” it tends to create a false
impression that most of the PTH field staff are former single-family staff with no
knowledge of public housing. PTH acknowledges that in some field offices a por-
tion of the current staff came to public housing from other program areas as a
result of the reorganization and subsequent staff recruitment. As mentioned
before, the organization has made a substantial effort in providing training to the
staff and these efforts will continue in the future. In coordination with REAC, PIH
has provided and continues to provide PHAS training to HUD staff and PHAs.
This training should help enhance the staff capability to use PHAS as a manage-
ment tool in the provision of technical assistance to those PHAs who need it most.

PIH is aware that a substantial amount of work has remained in its field offices
and that is one of the reasons why it began the implementation of a workload
assessment study. The results of this study will be incorporated in the Resource
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Estimation and Allocation Process study already under implementation
Department-wide.

Page 54. With regard to the issue of inaccessibility to HUD’s financial assess-
ment computer system, we have resolved this issue by implementing a cluster
server environment.

Page 54 - 55. In comparing HUD’s current system of quality assurance with its
14 characteristics, the Academy provides caveats with respect to its determina-
tion that HUD’s current system meets characteristics 5, 6, 8, and 10. Often the
caveats deal with the views of “a number of PHASs” or “many PHAs” or “the public
housing industry.” Relying on what can only be a sample representation of more
than 3,200 PHAs to determine that HUD’s system falls short in meeting these
characteristics is not fair. HUD’s system meets the standard of these characteris-
tics, and the editorial statements should be deleted.

Page 55. The discussion under #8 states that PHAs don’t believe the current ten-
ant survey is an adequate measure of tenant satisfaction, but no examples or
specifics are provided. The discussion also states that there is some question
about whether the current survey provides enough opportunity for tenant feed-
back. But what do the residents themselves think? The PHA opinion of the ten-
ant survey should not be accepted without additional investigation, including
tenant input.

Page 57. In the “Overall Comparison,” the list of missing critical elements in
HUD’s system does not match what The Academy says on p. 67 (first bullet).

Page 58. “Building Better Relationships...Industry” speaks about building a part-
nership between HUD and the industry. Here and throughout, there is little dis-
cussion of the role of residents. The report should acknowledge that residents
are also important stakeholders in the process.

Page 61. Regarding the PHA Plan, HUD has not tried to insist that PHAs adopt
its annual performance plan goals or otherwise insisted on particular outcomes
of their planning processes. HUD’s PHA Plan template does not do this. The
template reports the PHA’s decisions to HUD in a concise form; those decisions
should have resulted from appropriate planning and analysis. This, perhaps,isa
checklist approach to reporting, but not to planning.

The description of issues related to the Plan does not reflect the full range of
PHA reactions or concerns, nor does it acknowledge when the concerns of dif-
ferent types of PHAs may be at odds. For example, comments regarding dupli-
cate planning processes and substitution of the template for real planning imply
that PHAs generally wanted HUD to mandate a comprehensive planning docu-
ment to be developed rather than the template. This is certainly not what HUD
has been hearing from, in particular, small PHAs. Recently, to further streamline
the PHA Plan for small, non-troubled PHAs, HUD issued a “Small PHA Plan
Update” template for those agencies to submit as their second and fourth annu-



al plans. The update significantly reduces the burden on those PHAs while pro-
viding HUD with information necessary to determine compliance with statuto-
Iy programs.

The implementation of the PHA Plan as a streamlined template submitted to
HUD, but locally accompanied by comprehensive supporting documents is in
the spirit of deregulation that QHWRA intended. The template does not prohib-
it any PHA from conducting a comprehensive planning process or developing
other documents to more fully explain its operations. It does relieve PHAs of the
burden of developing long, narrative documents for submission to HUD.

Page 61. In the Moving to Work discussion, it must be understood that an imple-
mentation agreement had to be negotiated with each of the Moving to Work
PHAs, a significantly labor-intensive activity. Expanding the demonstration as
currently configured to 3,200 PHAs would impose an overwhelming workload
on HUD in terms of implementation and administration. The intent of the
Moving to Work demonstration was to study the potential consequences of fed-
eral deregulation. It is highly premature at this time to offer the vehicle of the
Moving to Work demonstration as an “option” for broad regulatory relief; results
of the demonstration need to be analyzed and evaluated, and it is from that eval-
uation process that broad-based streamlining and regulatory relief may occur.

Pages 65 - 66. Itis worth emphasizing here and elsewhere that HUD’s quality
assurance system has more of the characteristics (8) the Academy has identified
as necessary components of a complete system of monitoring and oversight than
any of the other approaches examined.

Pages 71-96. In assessing other approaches for quality assurance for programs
in the Office of Housing, the draft report does not consider the constraints of
existing contracts and regulations when they propose that HUD require such
items as the addition of a peer review and an independent management audit of
housing providers. Private owners differ somewhat from their public housing
counterparts because they are primarily profit motivated and in a competitive
industry. They are more reluctant to show “peers” their books and records, their
maintenance and operating plans and budgets. To impose this over their reluc-
tance not only seems counter to the Academy’s general thrust of consultation,
but could yield unintended negative results. Since Housing is not creating any
new units of Section 8, and since opt-outs are an important issue, attempting to
increase and/or transfer the burden of evaluation to housing providers will
increase the exodus from this program.

Page 89. HUD has formulated a committee that will be responsible for many of
the functions envisioned under this paragraph — the PHAS Advisory Committee.
However, the panel suggests that there be expanded duties assigned to this com-
mittee. We would caution that the time commitment required by such an expan-
sion of duties may effectively prohibit many members from being able to serve.
One of the first discussions of the PHAS Advisory Committee concerned the time
commitment.
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List of Acronyms and Definitions

ABS
ACIR
ACP
AMO
ANSI
ARM
CDBG
CLPHA
DEC
ED
FACA
FASS
FHEO
FSIS
GAAP
GAO
GPRA
HACCP
HAP
HOPE

HQS
HUD
IG

IPA
IREM
1SO
JCAHO
MASS
MRP
MTCS

Appendix

LIST OF ACRONYMS
AND DEFINITIONS

American Board of Shipping

Advisory Commission on Intergovernmental Relations
Alternative Compliance Program

Accredited Management Organization

American National Standards Institute

Accredited Residential Manager

Community Development Block Grant (Program)
Council of Large Public Housing Authorities
Departmental Enforcement Center

U.S. Department of Education

Federal Advisory Committee Act

Financial Assessment Scoring Subsystem

Office of Fair Housing and Equal Opportunity

Food Safety and Inspection Service

Generally Accepted Accounting Principles

General Accounting Office

Government Performance and Results Act

Pathogen Reduction and Hazard Analysis Critical Control Point
Housing Assistance Payments (Contract)
Homeownership and Opportunity for People Everywhere
(Program)

Housing Quality Standards

U.S. Department of Housing and Urban Development
Inspector General

Independent Public Accountant

Institute for Real Estate Management

International Organization for Standardization

Joint Commission on Accreditation of Healthcare Organizations
Management Assessment Scoring Subsystem
Management Reform Plan

Multifamily Tenant Characteristics System

AD61
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List of Acronyms and MTW Moving-to-Work

Definitions NAHRO National Association of Housing and Redevelopment Officials
NAP National Accreditation Program
NAPA National Academy of Public Administration (the Academy)
NASA National Aeronautics and Space Administration
NCHM National Center for Housing Management
PASS Physical Assessment Scoring Subsystem
PHA Public Housing Agency (Authority)
PHADA Public Housing Authority Directors Association
PHAS Public Housing Assessment System

PHDEP Public Housing Drug Elimination Program
PHMAP Public Housing Management Assessment Program

PIH Office of Public and Indian Housing
QHWRA  Quality Housing and Work Responsibility Act of 1998
RAB Registrar Accreditation Board

RASS Resident Assessment Scoring Subsystem
REAC Real Estate Assessment Center

RFP Request for Proposals

S&P Standard and Poor’s

SEMAP Section 8 Management Assessment Program
SHA State Housing Agency

SIP Streamlined Inspection Program (USCG)
TARC Troubled Agency Recovery Center

QM Total Quality Management

TRB Transportation Research Board

UMRA Unfunded Mandates Reform Act of 1995
UPCS Uniform Physical Condition Standards
USCG United States Coast Guard

USDA U.S. Department of Agriculture




